IN THE MATTER OF

BOSTON MUTUAL LIFE INSURANCE COMPANY
Canton, Massachusetts

REGULATORY SETTLEMENT AGREEMENT

LIMITED SCOPE MUTLI-STATE MARKET CONDUCT EXAMINATION ON
MILITARY SALES

This Reg'ulatory Settlement Agreement (“Agreement”) is entered into as of this Jfflay of
May, 2006 by and between Boston Mutual Life Insurance Company (the “Company™),
“the Commissioner of the Massachusetts Division of Insurance (the “Lead Regulator” or
the “Division”), the Commissioner of the Texas Departmenf of Insurance (“TDI”) and the
- Commissioner of the Georgia Department of Insurance (collectively with the Lead
Regulator, the “Lead Regulators™), the insurance regulators of each of the remaining

- States and the District of Columbia that adopt, agree to approve this Agreement (the

. “Participating Regulators”).

A, Recitals
1. The Company maintains its home office in Canton, Massachusetts and’ai

- 4ll relevant times, has been a licensed insurance company domiciled in Massachusetts.

8 The Company is also a licensed insurance company in most other jurisdictions in the R

‘United States. Further, the Company through its appointed agents has sold life insurance ,;v a

* to'military personnel and their families throughout the United States and on United States

e mlhtary bases in Europe.



2. On May 6, 2005, pursuant to authority in Massachusetts General Laws
(M.G.L.) Chapter 175, Section 4, the Lead Regulator, in conjunction with the other Lead
Reguiators called a .limited scope multi-state market conduct examination of the
Company directed at the Company’s sales to military personnel and their families at
~ military bases throughout the United States due to numerous complaints received by the
- TDI about sales practices of three Texas agents operating near Ft. Hood military base in =
- Killeen, Texas. The examination was conducted to evaluate the Cpmpany’s sales
practices, agent subervision efforts and whether the Company*faix;ly addressed related
complaints in a timely manner. The Texas Department concurrently conducted an '
investigation into the sales practices of the three Texas agents who sold the Company’s
- polices in the Ft. Hood Area. The ReportA on the Limited Scope Multi-State Market
- Conduct Examination (“Examination Report™), issued on February 27, 2006, includes
| required actions as a result of findings therein as set foﬁh in Section B.
3. As aresult of the examination, the Lead Régtﬂators engaged in discussions - - |
e w1th Company management with respect to the concerns addressed in the examination
S and the required actions therein. The Company agreed to the requix_'ed'-a{:tions inthe
| 'Examihaﬁon Report and enumerated below in the i’lan' of Correctiire Acﬁon (“the Plan”). N
4. The Plan seeks to provide reasonable relief td former policyholders whose |

* policies lapsed within one year of purchase. Further, the Plan seeks changes in the

- _‘Coinpaﬁy’s_ business practices for all lines of business related to the'fdllowing: @

o ‘icbmplaint handling, (ii) marketing, sales and underwriting, (iii)' producer licensing and-

._ -} supervision, and (iv) policyholder service.



B. Plan of Corrective Action (the “Plan”)
1. Complaint Handling
The Company shall investigate and resolve all oral and written complaints timely

 and fairly. Specifically, the Company shall do the following;

a. Institute - procedures to ensure oral and written complaint investigations
that require input or a résponsg from an agent are handled timely. The Company shalll_
require its agents to respond to its request for information within sepen (7) business days
- and institute procedures to enforce disciplinary action for non-responding agents in
 accordance with its contract with such agent. Moreover, failure of an agept to respond

tiniely should be a significant factor in resolving the oral or written complaint in the
- policyholder’s favor.
| b. Provide full refunds to the two customers in response to-their written
complaints cited on page 11 of the Examination Report and report suchl_racﬁons to the
: Dmsmn and the TDI | | |

.c Clarify the Company s rev1sed complaint policy adopted in early 2005 to

| all Company personnel and establish procedures to ensure that all oral and ‘written

complamts for all lines of business received through the customer servme dcpartment via

the telephone and through the customer satisfaction survey ptogram_afé‘~i':reated as
complaints. All complaints must be responded to in writing by the Company If the
’ agehf is referenced in the complaint, a copy of the complaintA shall be sén_t thjfl:le agent in |

a timely manner. In these cases, the agent must timely ptbﬁde a written response to the



Company. All complaints must be included on the Company’s complaint log. (See

Policyholder Service Required Actions.)
d. Enhance the Board of Director’s monitoring of all complaint handling

policies and procedures for all lines of business. The Board shall require that the internal
audit function conduct more frequent and in-depth testing and monitoring than is
currently conducted to evaluate compliance with all Company complaint handling
practices for all lines of business. In addition, the internal audit function shall report
quarterly to the Board of Directors regarding all findings and any recommendations.

2. Marketing, Sales and Underwriting |

The Company shall mstltute new procedures as follows:

a. Revise the military sales material to remove inappropriate sales guidance.
All existing sales, ttammg and advertising materials for all Company products and
distribution channels should undergo an immediate review to be completed by the
compliance and legal departments by June 30, 2006. Both the legal and compliance |
depanments shall sign off and approve all sales, training and advertlsmg matenal
developed by the Company prior to use. This approval shall be documented for later a
monitoring and follow-up. The results of this review shall be reported to the Company s
Market Conduct Committee and the Board of Directors. IR

b. Require that Compémy will verify that all questions on the msurance
apphcatlon and agent’s statement (Form NB-1) with regard to needs assessment are
adequately answered when business is submltted to the home office. The underwntmg
depa‘rtment shall review the needs assessment contamed on Form NB-,I, and concur_wlth -

the assessment, if appropriate, and document their concurrence prior to policy issuance.



c. Revise all sales and underwriting manuals to include the ﬁew needs
assessment procedures and guidelines. Specifically, any such procedures and guidelines
must address needs assessment for sales to military personnel with a pay grade of E-1
through E-3 and those who have Servicemembers’ Group Life Insurance for active
military or Veterans’ Group Life Insurance.

d. Implement procedures to ensure that the required disclosure notice
regarding the Company’s maintenance of privacy information was delivered at the time
the application was taken.

e. Enhance the Board of Director’s monitoring of compliance with Company
policies and procedures including those stated herein with regard to the performance of
needs assessment procedures during the sales process.

f. The Company shall update its underwriting and sales manuals to expand
 the procedures regarding replacements to describe 1) who vsnthm the Company will be
responsible for locating replacement transactions and ensuring that such transactions are
included on the Company’s replacement register, 2). how and when such perio‘.dic.
_segrcheé for replacemegts will occur; and 3) how such penodlc searches for replacements" .
will be supervised and monitored. | |

g The underwriting and sales manuals shall be updated to include and
require the use of Form NB-104 for all replacement transactions. To eﬁwﬁVely
implement the use of Form NB—104, the Company shall amend the hbmé office

underwriting approval form to include a question asking whether Form NB-104 was

o properly completed by agent for all replacements. The underwriting department w111

- critically evaluate the completion of the form to ensure that the replacement was in the ’



customer’s best interest as provided by law and regulation and further acknowledged by
customers with their signaunes.

h. The Company shall institute new written policies, guidelines and
procedures for the home office review and approval of all replacement transactions by the
underwriting department. The guidelines for reviewing replacement transactions shall
address instances where the face value of the new policy is unchanged from the existing
policy. The Company’s policy shall require that in these instances, justification for the
mplécement shall be required to be in the customer’s best interest as reﬁuired by law and
regulation and that the rationale for such justification shaﬁ be adequately documented on..

- Form NB-104. |

i The Company shall institute new procedures to ensure that notice is

provided to the replacing carrier when the application is received in the home office on a
. timely basis in all instances.

| J The Company’s co_mpliancé department shall institute new procedures to
" monitor all of its agents' replacemént activity monthly. Tho_s_é agents who replace _th'ree

" . or more policies per month shall be closely monitored and investigated to ensure that the

level of replacement activity is appropriate and that the. replacements are in the

" customers® best interests. The Company shall retain documentation supporting these
- monthly reviews for subsequent monitoring. The compliance department shall report to
' ‘the Company’s Market Conduct Committee and the Board of Directors quarterly on the

- results of this monitoring.



k. The Company shall provide refunds to the family of the child referenced
on page 16 of the Examination Report who was insured under two Company policies
terminated by the time the child was age four.

L Enhance the Board of Director’s monitoring of compliance with Company
policies and procedures including those stated herein with regard to replacement
procedures and oversight of agents who frequently replace. |

m. The Coﬁpmy shall develop an analysis tool for evaluating the persistency
of nevx; business for all products and distn'butidn channels for indications of problem sales
and poor agent conduct. The analysis tool shall enable the Company to prepare a report
of the Company’s products’ persistency along with a comparisoﬂ to comparable LIMRA

persistency averages or other wmpmable commonly available industry persistency data.

- This report shall be provided quarterly to the compliance and legal departments for
review and subsequent action to address persistency problems. Additionally, the
Company’s Management Compliance Committee shall review the persistency report and

" proposed actions and _provi&e the findings and actions to the Board of Directors quarterly. .

n. The Company shall make full refunds to all formef mlhtary policyholders

| ~whose policies were in-force beginning January 1, 2002 through Apr_il_ 30, 2005 who

Subséquently lapsed or surrendered their policies within one year afier policy 1ssuance )

Policyholders who were sold policies by the three Texas agents and have not already

. received full refunds shall be included in this relief. The Company Shall provide the
| Division with evidence, upon request, that the efforts to locate former policyholders are

' rigorous and exhaustive. Such efforts shall include the use of or consultation with third



parties or their databases, and consultation with the Department of Defense te locate
these former policyholders, as approved by the Division.

3. Producer Liceqsing and Supervision

The Company shall implement the t’ollowing required actions.

a. Until such time as internal processes and controls can be revised and the
revisione approved to tlte satisfaction of the Board of Directors, responsibility for
supervision and oversight of agents by the general agencies department as it relates to
compliance issues. shail be transferred to the complianee, legal, or other appropriate
department which shall réport on the progress of the reorganization to the Company’s
Market Conduct Committee and quarterly to the Board of Directors.

b. The Company shall accumulate and evaluate all complaints, customer

- service satisfaction surtrey results and oral complaints received by the customer service
: department and any other known information, suclt as high replacement activity, obtained
| by Boston Mutual employees, contractors or general agents relating to potential problem
‘agents in a timely manner. When potential problems are identiﬁed, a 'thoreug_h and
| | .eomplete investigation shall be conducted and documented All corresp‘ontience re1ating -
‘to the matter shall be documented. A watch list of potential problem agents shall be
created and maintained by the compliance department. Finally, the Company s decisions
with regard to the potential problems will be documented, and the resuits of the
investigations reported to the Company’s Market Conduct Committee. 'The compliance.
' department shall also continually report to the Board of Dlrectors on the quarterly activity

- with regard to agents on the watch list.



c.  Credit reports and cnmmal background checks shall be obtained for all
producers prior to appointment. Any producer with unusual activity or entries on either
the credit report or the criminal background check shall be presented to the Company’s
Market Conduct Committee for approval before any such producer is appointed.

d. The Company shall develop a short and long-term plan, approved by the
legal and compliance departments, with regard to agent training. All agent training shall
be planned and directed by the Company and shoﬁd be tailored to various experience.

- levels of the agents and to the products that they sell. All agents shall receive and
- successfully complete the first level of traxmng prior to the Company accepting any sales
from that agent. |

e. The Company shall revise its procedures for tracking agent terminations
and report any agent terminated “for cause” or for “in accordance” to the appropriate
insurance departments immediately along with the cause for such termination. Further,
the Company shall provide corrected information to the TDI and to the NAIC througﬁ its

I-SITE system regarding all termiﬁated agents. All such terminations shall be reported to
ﬂle Company’s Market Corilduct Committee and quarterly to the Board of Directors.
f. . The %ﬁpmy shall institute new procedures in the qﬁderwriting
dépa’rtment to ensure that no United States business is accepted from hon-éppointed
'pgoducers. |
g Enhance the Board of Difector’s monitoring of oompliance w1th Company

policies and procedures including those stated herein with regard to agent dversight.



4, Policyholder Service

The Company shall institute procedures to ensure that all oral complaints and
customer satisfaction survey responses with significant concerns, complaints or

. grievances are reviewed, monitored and included as complaints as defined by the
i Company. Such complaints shall be responded to in writing by the Company. If the
-agent is referenced in the complaint, a copy of the complaint shall be sent to the agent in
a timely manner. In these cases, the agent must timely provide a response to the
Company which shall be documented. All complaints shall also be inéluded on the

- Company’s complaint log and monitored by the compliance departlnent.

C. Remedies and Other Provisions

1. The Company agrees to provide the remediation as set forth in Section

‘B.2.n. within ninety (90) days following the execution of this Agreement. The Company
| #gr’ees to complete all remaining required actions set forth in Section B within one
hundred eighty (180) days following the execution of the Agreement. The Company’s
 failure to conduct timely remediation and complete.'ail required actions within these
| timeframes may result in other remedies or penalties ass¢s5ed by the Lead Regulators not
set forth in this Agreement. Nothing in this Agreement shall be construed as to waive or

| limit the right of the Lead Regulators or Panicipating Regulators to seek additional
' femedies pot set forth in this Agreement to the extent additional material information
."r.elat‘ed to the issues set forth in this related examiﬁaﬁon ,béoomes available to them.
Further, the Company shall timely respond to ény regulator regarding the -status of

 refunds to any policyholder within the regulator’s jurisdiction.
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2. / The Lead Regulators, on behalf of and for the benefit of the Participating
Regulators, will monitor the Company’s compliance with this Agreement. It is further
expected that the Lead Regula;ors, on behalf of and for the benefit of the Participating
Regulators, will conduct a re—éxamination of the issues addressed by the Examination
Report within twenty-four (24) months after the execution of this Agreement.

3.  The Lead Regulator will deliver this Agreement to each of the
Participating Regulators within thirty (30) days following execution of the Agreement.
Each person signing on behalf of a Participating Regulator gives his or her express
assurance that he or she has the authority t;) enter into this Agreement. Each Participating
Regulator shall execute and deliver this Agreement to the Lead Regulator within thirty
(30) days followiﬁg receipt of thé Agreement.

4. Due to the nationwide remediation included in the required actions set
forth in Section B, the Lead Regulators and Participating Regulators will hot impose a
fine | or injunction against the Company unless the Company does not execute and
complete the required actions as set forth in Section C.1 or unless additional material

information relgted to the issues set forth in the exa_iﬂi;iation becomes available to them
as set forth in Section Cl | | | |

5. | During the pendency of this Agx'eemeﬁt; eaCii of the‘} Participating
Regulators agrees that such Participating Regulator and his or her insurance department
will not conduct a market conduct examination of the Co"mpany."relaﬁng to the issues set
forth in this related examination. Notwithstanding the foig(_{iﬁg, upon notice from any

Participating Regulator to the Lead Regulators, the PéfﬁCibating Regulatof and the Lead

11



Regulators shall proceed to ihvestigate an assertion of the Company’s non-compliance
herewith regarding matters affecting residents of said Participating Reglﬂatorlsstate.

6. This Agreement may be amended by the Lead Regulators and the
Company in writing without consent of the Participating Regulators provided that any

such amendment does not materially alter this Agreement.

7. This Agreeinent shall be governed by and interpreted according to the

Laws of the Commonwealth of Massachusetts.

BOSTO;WUAL LIFE INSURANCE COMPANY
BY: J ,vk\, .

Paul E. Petry, FSA,CLU 7

ITS: President and Chief Executive Officer

May Q‘J , 2006
MASSACHUSETTS DIVISION OF GEORGIA DEPARTMENT OF
INSURANCE ' INSURANCE _
BY: | BY: | o
. Julianne M. Bowler, Commissioner * John Oxendine, Commissioner
May 2006 May 2006

TEXAS DEPARTMENT OF INSURANCE

| BY: —
Mike Geeslin, Commissioner

May 2006 o
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Regulators shall proceed to investigate an assertion of the Company’s nonmmpﬁmce
herewith regarding matters affecting residents of said Pa’rticipz-iting Regulator’s siate.

6. This Agr,ecment' may be amended by the Lead Regulators and the
Company in writing without conéent of the Partiéipaﬁng Regulators provided that any

éuch amendment does not materially alter this Agreément

7. This Agreement shall be governed by and interpreted accordmg to the

. Lawsof the Commonwealth of Massachusetts

BOSTON MUTUAL LIFE INSURANCE COMPANY

Paul E. Petry, FSA, CLU

ITS: President and Chief Executive Officer

May___,2006.
MASSACHUSETTS DIVISION OF - GEORGIA DEPARTMENT OF
INSURANCE o . INSURANCE
BY: Q My  BY:. '

' John Oxendine, Commissioner

o~ e M. BOWlQr, Commissu)ner .

May . I8 2006 May.___,2006

TEXAS DEPARTMENT OF INSURANCE

BY: - . e o
- Mike Geeslin, Commissioner

May___,2006
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Regulators shaH proceed to investigate an assertion of the Company’s noﬁ-compliance
herewith regarding matters affecting residents of said Participating Regulator’s state.

6. This Agreement may be amended by the Lead Regulators and the
~ Company mwntmg without consent of the Participating Regulators provided" that any
such amendment does not materially ﬂta this Agreement. '

7. This Agreement shall be governed by and interpreted according to the:

Laws of the Commonwealth of Massachusetts.

BOSTON MUTUAL LIFE INSURANCE COMPANY

BY: _ _
Paul E. Petry, FSA, CLU

ITS: President and Chief Executive Officer

May- | , 2006
" MASSACHUSETTS DIVISION OF -~ GEORGIA DEPARTMENT O
INSURANCE R INSURANCE

BY:

BY: SRR . =
- Julianne M. Bowler, Commissioner .

fil Oxendife, Commissioner

‘May ____,2006 May _ 28 , 2006

" TEXAS DEPARTMENT OF INSURANCE

BY: ~
Mike Geeslin, Commissioner -

‘May____,2006



Regulators shall proceed to investigate an assertion of the Company’s non-compliance
herewith regarding matters affecting residents of said Parﬁcipaﬁng Regulator’s state.

6. This Agreement may be amended by the Lead Regulators and the
Company in writing without consent of the Participating Regulators provided that any

such amendment does not materially alter this Agreement.

7. This Agreement shall be governed by and interpreted according to the

Laws of the Commonwealth of Massachusetts.

BOSTON MUTUAL LIFE INSURANCE COMPANY

BY:
Paul E. Petry, FSA, CLU

ITS: President and Chief Executive Officer

May 28th 2006

MASSACHUSETTS DIVISION OF GEORGIA DEPARTMENT OF

- INSURANCE v INSURANCE

BY: - . BY:____ |
Julianne M. Bowler, Commissioner John Oxendine, Commissioner
May 28th 2006 ' May 28th 2006

' TEXAS DEPART OF INSURANCE
[

‘BY:

Mike Geeslin, Commissioner

May _» 2006

12



PARTICIPATING REGULATOR ADOPTION

On behalf of [JURISDICTION]

~, and the

[REGULATORY AGENCY]

agree and approve this Agreement.
[NAME OF REGULATORY AGENCY]

BY:

TITLE:

DATE:

, ‘13‘.

, I hereby adopt,



PARTICIPATING REGULATOR ADOPTION

On behalf of the State of Vermont, and the Department of Banking, Insurance, Securities
and Health Care Administration , I hereby adopt, agree and approve this Regulatory
Settlement Agreement between Boston Mutual Life Insurance Company and the
Participating Regulators.

Department of Banking, Insurance, Securities
and Health Care Administration

B %F&&}/

TITIAE: Lommissione

7 M/oc
77/




