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The Honcrable Mike Kreidler

Washington State Insurance Commissioner
P.O. Box 40255

Olympia, Washington 98504

Dear Commissioner Kreidier:

Pursuant to your instructions and in compliance with the sfatutory requirements of
Chapter 48.03 RCW and procedures promulgated by the National Association of
Insurance Commissioners {(NAIC) and the Office of the Insurance Commissioner (OIC],
an examination of the market conduct affairs has been performed of:

Symetra Life Insurance Company fk.a.
Safeco Life Insurance Company, NAIC #68608
and
Symeira National Life Insurance Company fk.a.
Safeco National Life nsurance Company, NAIC #90581
and
American States Life Insurance Company, NAIC #60879
5069 154" Place NE
Redmond, Washington

In this report, Safeco Life Insurance Compeny is referred to as Safeco Life. Safeco
National Life Insurance Company is referred to as Safeco National. Armerican States Life
Insurance Company is referred to as American States. Collectively these entities are
referred to as the Companies.

This report of examination is respectfully submitted.
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CHIEF EXAMINER'S REPORT CERTIFICATION and
ACKNOWLEDGEMENTS

This examination was conducted in accordance with Office of Insurance Commissioner
and National Association of Insurance Commissioners procedures for market conduct
examinations. Leslie Krier, AIE, FLMI; Nancy L. Barnes, AIE, ACS. Sandy Ray,
CPCU; and Charlotte Wright of the Washington State Office of Insurance Commissioner
performed this examination and participated in the preparation of this report.

The examiners wish to express appreciation for the courtesy and cooperation extended to
them by the personnel at Symctra Life Insurance Company, Symetra National Life
Insurance Company and American States Life Insurance Company.

I certify that the following is the report of the examination, that I have reviewed this
report in conjunction with pertinent examination work papers, that this report meets the
provisions for such reports prescribed by the Office of Insurance Commissioner and that
this report is true and correct to the best of my knowledge and belief.
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Leslie A. Krier, AIE l"LMl

Chief Market Conduct Examiner
Office of the Insurance Commissioner

State of Washington
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FOREWORD

This examination was completed by applying tests to each examination standard. Each
test applied dunng the examination is stated in this report and the results are reported.
Exceptions are noted as part of the cornments for the applied test. Throughout the report,
where cited, RCW refers to the Revised Code of Washington, and WAC refers to
Washington Administrative Code.

Special Note:

On July 31, 2004, the entities covered by this examination were purchased by White
Mountain Insurance Group and Berkshive Hathaway. As of September 1, 2004, the
companies became known as Symelra Life Insurance Company (Safeco Life) and Symetra
National Life Insurance Company (Safeco National Lifz) and American States Life
Insurance Company. This examination reporl uses the naming conventions In place at
the iime of the examination.

Scope

Time Frame

This was the first market conduct examination of Safeco Life Ingurance Company,
Safeco National Life Insurance Company and American States Life Insurance Company
by the Washington State Office of Insurance Commissioner (OIC). The examination
coversd operabons from July 1, 2002 through June 30, 2003, In some instances, the
review period may be extended 1o cover a more current time frame. These areas will be
noted in the report. This examination was performed both in the Companies® office in
Redmond, Washingion and in the QIC Seattle Office.

Matters Examined

The examination included a review of the following areas:

Adverlising Agent Activity
Death Claims - Disability/Waiver of Premium Claims
Complaints Underwniting & Policy Issue
Policy Replacements Inforee Policy Administration
Policy Form Filing
Sampling Standards
Methodology

In general, the sample for each test utilized in this examination falls within the following
guidelines:

92 % Confidence Level
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+/-5% Mathematical Tolerance.
Regulatory Standards

Market conduct samples are tested for compliance with standards established by the OIC.
The tests applied to sampled data will result in an error ratio, which determines whether
or not a standard is met. If the error ratio found in the sample is, generally, less than 5%,
the standard will be considered as met. The standards in the areas of agent licensing and
appointment, and policy and form filings will not be met if any violation is identified.
This will also apply when all records are examined, in lieu of a sample.

For those standards, which look for the existence of written procedures, or a process to be
in place, the standard will be met based on the examiner’s analysis of those procedures or
processes. The analysis will include a determination of whether or not the Company

follows established procedures.

Standards will be reported as Passed (without Comment), Passed with Comment or
Failed. The definition of each category follows:

Passed There were no findings for the standard.

Passed with Comment Errors in the records reviewed fell within the tolerance
level for that standard.

Failed Errors in the records reviewed fell outside of the tolerance

level established for the standard.
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COMPANY OPERATIONS AND MANAGEMENT
Company History

Safeco Life Insurance Company was originally incorporated as General Life Company of
America, and was issued a Certificate of Authority by the Office of Insurance
Commissioner April 5, 1957, The Company name was changed in 1959 to LIFECO
Insurance Company of America, and in 1964 the present name was adopted. Safeco Life
Insurance Company 1s part of Safeco Life and Investments, which is one of the three
main business lines of Safeco Corporation, along with Safeco Property and Casualty and
Safeco Surety,

Safeco National Life Insurance Company and American States Life Insurance Company
are wholly owned subsidiaries of Safeco Life Insurance Company.

Safeco National Life Insurance Company was issued a Certificate of Authority by the
Office of Insurance Cormumissioner October 10, 1979, The Company is a domestic life
insurance company.

American States Life Insurance Company was issued a Certificate of Authority by the
QOffice of Insurance Conunissioner November 12, 1965, The Company 15 a foreign life
msurance company, domiciled in Indiana.

Company Management

A Board of Directors governs Safeco Life, as well as its subsidiaries, Safeco National and
American States. The Chairman of the Board is Michael §. McGavick and the president
of all three companies is Randall H, Talbot. There are mine board members: Roger I.
Harbin, Michael E. LaRocco, Dale E. Lauer, Michael 8. McGavick, Christine B, Mead,
James W. Ruddy, Ronald 1. Spaulding, Kasey 1. Sweet and Randall H. Talbot.

Territory Of Operations

Dunng the exammation perniod, Safeco Life and American States operated in all of the
states and the Distnet of Columbia, with the exception of New York. Safeco National
operated in 39 states and the District of Columbiar Alabama, Arizona, Arkansas,
California, Colorado, Connecticut, Delaware, Florida, Georgia, Idaho, lllinois, Indiana,
Kansas, Kentucky, Louisiana, Maryland, Michigan, Minnesota, Mississippi, Missouri,
Montana, Nebraska, Nevada, New Mexico, North Carolina, North Dalkota, Ohio,
Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota, Tennessee, Texas,
Utah, Virginia, Washington, West Virginia and Wisconsin.

Findings

Company Operations Standard #2 is not applicable to this examnation. The examiners
did not review the minutes of the Roard of Directors mestings.
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The following Company Operations Standards passed without comment:
i Company Operations Standards Reference

1 | The company is issued a certificate of authority by the | RCW 48.05.030(1)
OIC prior to acting as a life insurance carrier in the
State of Washington.
3 | No less than three-fourths of the directors are United | RCW 48.07.050
States or Canadian citizens, and a majority of mutual
insurer directors are residents of this state.
4 | All domestic insurers report to the OIC any | RCW 48.07.070(2)
amendments to the Articles of Incorporation.

GENERAL EXAMINATION FINDINGS

The Companies records and operations were reviewed to determine if the Companies do
business in accordance with the requirements of this state.

Findings

The following General Examination Findings Standards passed without comment:
# General Examination Standards \ Reference

1 | The company does business in good faith, and practices | RCW 48.01.030
honesty and equity 1n all transactions.
2 | The company allows the examiners access fo all | RCW 48.03.030(1)
records, documents and files, and facilitates the
examination process.
5 | The company does not discourage insureds from | WAC 284-30-572(2)
contacting the OIC and does not discriminate against
those that do contact the OIC.

The following General Examination Findings Standards failed: _
K General Examination Standards Reference

3 | The company does business in its legal name. RCW 48.05.190(1),
' Bulletin 78-7

4 | The company maintains full and adequate accounts and | RCW 48.05.280
records of its assets, obligations, transactions and
affatrs.

General Examination Findings Standard #3:
The examiners found several areas during the review in which the Company is not clearly
identified on documents to meet the requirement of doing business in its own name:

e (Claims: There were ten (10) American States files in which Safeco Life letterhead
was used. '
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¢ Individual Life New Business: There were three (3) American States files in which
the issuing Company is not identified on the application.

e Life Dechines: All 17 dechine letters sent for American States policies identified the
company dechining coverage as Safeco Life in the body of the letter.

« Policy Replacements: There were two (2) Safeco Life files in which the issuing
Company name is not checked on the applheation and one (1) Safeco Life file in
which the replacement letter to the other carrier identified American States in the
letier heading as the replacing company. See Appendix 1.

General Examination Findings Standard #4:

Policy records are imaged into the document retrieval system by the Client Services
Department. The examiners found scanning errors in three (3) Safeco Life new business
files, one (1) American States new business file, one (1) Safeco Life decline file, one (1)
declined anmuity, three (3) deferred annuity claim fles, one (1) waiver of premium claim
file and 19 Safece Life policy replacement files. Because of these errors, it was not
possible to review complete and accurate company records. The examiners found the
following types of errors:

e Misfiled originals were scanned into the wrong files.
+ [llegible documents.

+ lllegible date stamps on documents.

= Missing pages from documents.

The Companies did not adequately prepare the files for scanning, and did not perform a
quality check after scanning. See Appendix 2.

Subsequent Event: As of September, 2003 the Companies implemented new technology
to improve the imaging process. All decwments, including applications, which are
received by mail in the Client Services Department, are imaged prior to distribution. The
Chent Services Department now has a Quality Control process in place fo ensure that ail
imaged documents are legible

It is also noted that applications taken on the internet were not date stamped; since the
application process results in multiple applications for one file it is often impossible to
trace the correct sequence of events, ‘

The Company was unable to produce one (1} Safeco Life decline file and one (1)
American States decline file selected as part of the Underwriting and Policy Issue sample.
See Appendix 2.

ADVERTISING

Advertising Policy and Proceduores Manuals
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The advertising policies and procedures reside on the company’s internet site. The
mformation is detailed and well organized. The examiners found two (2) issues:

Each time an online document is opened, the prior revision date is replaced with the
current date. There is not a history file created when this happens, and therefore the
company 18 not able to track changes to documents. There are no paper copies of the
documents.

Subsequent Event: As of December, 2003 the Companies removed the automatic update
feature. They began archiving the existing procedure into an electronic folder.

The document titled “Sales, Marketing and Training Material — Life & Annuities
Compliance Reference Guide” misinforms the user that only the “Company name, city &
state must be included on all client pieces.” This is addressed under Standard #2.

Advertising Process

Advertising materials are created in the Marketing Department and submitted to the
Compliance Department for review. On rare occasions individual items are submitted by
agents to the Sales Center and are forwarded to the Compliance Department for review.
The Companies strongly urge agents to utilize the wide selection of advertising materials
created by the Companies.

The new advertising items are reviewed for compliance with state filing requirements and
any product specific contractual issues. All securities related items are also reviewed for
compliance with NASD and SEC regulations.

Advertising File Review

The Companies provided a database which consisted of 1,576 advertising items including
the Companies® website. Sixty (60) items were randomly selected for review.

In reviewing the advertising sample, the examiners found that there were 16 items that
were not within the scope of the examination and were deleted from the sample.

Findings

Advertising Standard #15 is not applicable to this examination. No policy illustrations
were reviewed as part of the advertising section.

The following Advertising Standards passed without comment:

# | Advertising Standards Reference

1 | The company does not use any false, deceptive or | RCW 48.30.040,
misleading representations or advertising in the conduct | WAC 284-23-040(1)
of its business. | and (3)
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Advertising Standards

Reference

No advertisement shall use any combination of words,
symbols or physical materials which by content,
phraseology, shape, color or other characteristics are so
similar to materials used by a governmental program or
agency that tends to mislead prospective insureds into
believing that the solicitation is in some manner
connected with such governmental program or agency.

WAC 284-23-060(2)

Any advertising of the company’s financial condition
must substantially correspond with the last annual
statement filed with the OIC.

RCW 48.30.070

The company does not make, publish, disseminate,
circulate, or place before the public in any newspaper,
magazine, or other publication, or in the form of a notice,
circular, pamphlet, letter, or poster, or over any radio
station or television station any advertisement,
announcement or statement which uses the existence of
the Washington Insurance Guaranty Association or the
Washington Life and Disability Insurance Guaranty
Association for the purpose of sales, solicitation or
inducement to purchase any form of insurance covered
by the Washington Insurance Guaranty Association Act
or the Washington Life and Disability Insurance
Guaranty Association Act.

RCW 48.30.075

No advertising contains any false or unfair statements
criticizing or implying criticism of another insurer.

RCW 48.30.080,
WAC 284-23-050(15)

The company does not make, 1ssue or circulate, or cause
to be made, issued or circulated any misrepresentation of
the terms of any policy, benefit or advantage of the
policy, nor does the company use any name or title of
any policy or class of policies misrepresenting the nature
of the policy.

RCW 48.30.090

The company establishes and maintains a system of
control over the content, form and methods of
dissemination of all advertisements of its policies.

WAC 284-23-030(2)

All advertisements meet the disclosure requirements.

WAC 284-23-050

Any advertisement that can reasonably expect to be seen
outside of the company’s stated jurisdiction must not
imply that the company is licensed outside that
jurisdiction.

WAC 284-23-070(1)

11

A company may state in an advertisement that it is
licensed in the state where the advertisement appears but
this fact may not be exaggerated.

WAC 284-23-070(2)
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# | Advertising Standards Reference

12 | An advertisement may not imply that an insurer is, in any | WAC 284-23-070(3}
way, recommended or endorsed by any governmental
agency unless the entity has authorized the endorsement
or recommendation in writing.

13 | Any statements by any commercial rating system about | WAC 284-23-080
the insurer contained in an adverisement are
accompanied with a definition of the scope and extent of
the recommendation.

14 | The company maintains a complete advertising file for | WAC 284-23-090
the longer of (4) four years or the next filing of the next
regular report of examination of the insurer, whichever is
later.

The following Advertising Standard failed:

# | Advertising Standards Reference
2 | All advertising materials must show the full name and | RCW 48.30.050,
location of the company. WAC 284-23-060(1)

Advertising Standard #2:
Thirteen (13) of the 44 items did not include the full Company name or the full home
office address. See Appendix 3.

AGENT ACTIVITY
The examiners selected the following for review:

e 100 individual life policy files
e 226 annuity policy files

File Review

The examiners reviewed the status of agents’ licenses and appointments. As part of the
review, the examiners compared the Companies agent licensing and affiliation records
with the OIC records to ensure that agents were licensed and appointed prior to soliciting
business on behalf of the Companies as required by Washington law.

After file review, five (5) records were eliminated from the sample. Three (3) life files
and one (1) annuity file represented conversions, and one (1) annuity file involved an
employee account transaction in which no agent was involved. This left a total sample
size of 321 records, consisting of 97 individual life files and 224 annuity files.

While reviewing the Companies’ individual life business, the examiners noted that the
Companies do not require non-resident agent licenses for agents soliciting applications
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from Washington residents when the applications are signed in a state other than
Washington.

Findings
Note: Standards 1 and 2 have a zero tolerance level.

The following Agent Activity Standards passed without comment:

# Agent Activity Standards Reference

1 The company ensures that agents and brokers are | RCW48.17.060(1)
licensed for the appropriate line of business with the | and (2)
State of Washington prior to allowing them to solicit
business or represent the company in any way.

3 The company provides written notice to the agent and the | RCW 48.17.160(3)
OIC when an agent’s appointment is revoked.

4 The company ensures that agents and brokers selling | RCW 48.18A.060
variable policies or contracts are licensed as security
salesmen or securities brokers under a license issued by
the director of financial institutions.

The folloWing Agent Activity Standards failed:

# Agent Activity Standards Reference

2 The company ensures that agents are appointed to | RCW 48.17.160(1)
represent the company prior to allowing them to solicit
business on behalf of the Company.

Agent Activity Standard #2:

There were five (5) of 97 individual life files in which the agent did not have a direct
appointment with the Companies or did not have an affiliation with the agency listed on
the application.

There were three (3) of 224 annuity files in which the agent did not have a direct
appointment with the Companies or did not have an affiliation with the agency listed on
the application. See Appendix #4.

CLAIMS

Claims Procedures

The Companies provided the examiners with a copy of the claims handling procedures
for life claims, annuity claims, accelerated benefits rider claims, and waiver of premium.
claims, The Company has no written procedures for structured settlement or
simultaneous death claims.
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Claim Handling Processes and Procedures

The examiners reviewed the company’s claims procedures to ensure that company
personnel were processing claims in accordance with company procedures and to ensure
that processes are in place to avoid fraud. The examiners found that the company does
follow established procedures. Examiners reviewed the following types of claim
procedures:;

Life Claims

Annuity Claims

Waiver of Premium Claims
Accelerated Benefit Rider Claims

Claims Review

There were 815 claims reported to the Companies during the examination period. A
random sample of 140 claims was pulled for review:

Company Type of Claim Population # Sample Size
Safeco Life Life 68 33
Life Pending 3 5
Accelerated Benefits Rider 2 2
Waiver of Premium 4 4
Deferred Annuities 604 50
Immediate Annuities 101 27
Safeco National Life | Life 1 1
American States Life | Life - 29 17
Life Pending 1 1
TOTAL 815 140

During the review of the claims files, the examiners found 11 files in which the
Companies used Safeco Life letterhead on claims correspondence for American States
life policies. There were also three (3) deferred annuity and one (1) waiver of premium
claim files that were missing documents. This is addressed in the General Examination
Findings on Page 9.

Findings

Claims Standards #1, #9 and #14 were not applicable to this examination. There were no
simultaneous death claims, no OIC inquiries or denied claims during the examination
period.
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The following Claims Standards passed without comment:

# | Claims Standard Reference

3 | When the company receives a request for an | WAC 284-23-650(7)
accelerated benefit claim, it sends the required
disclosure statement within 20 days of the request.

4 | The company does not use unfair discrimination or | WAC 284-23-680
apply conditions on accelerated benefits except as
specified in the policy or rider.

7 | The company does not misrepresent any policy | WAC 284-30-350(1)
provisions at the time of the claim. and (4)

10 | The company responds to claimant inquiries within 10 | WAC 284-30-360(3)

| working days, or 15 working days with respect to
inquiries arising under group insurance contracts.

The following Claims Standards passed with comment:

# | Claims Standard Reference

6 | The Company maintains complete claim files with all | WAC 284-30-340
notes and papers in such detail that the claims history
can be reconstructed.

8 | The company acknowledges receipt of notification of a | WAC 284-30-360(1)

claim under an individual policy within 10 working

days, or within 15 working days under a group policy.

Claims Standard #6:

Two (2) deferred annuities claims had incomplete files:

e One (1)

deferred annuity claim (#DA42, Policy LP1090911) was missing

correspondence to verify acknowledgement of notification of death within 10 days.

e One (1) deferred annuity claim (#DA33, Policy # AN0859005) contained an illegible,
partial copy of the death certificate with no documentation in the file to verify the

date of death.

Claims Standard #8:

There were five (5) deferred annuity claims in which the Companies did not acknowledge

the notification of death within the required ten (10) working days. See Appendix 7.

The following Claims Standards failed:

-

Claims Standard

Reference

2

Interest at no less than 8% of the payable death benefit
accrues from the date of death up to the payment date.
Benefits that have not been paid 90 days after receipt
of the proof of death accrue an additional 3% interest,
commencing on the 91* day, up to the payment date.

RCW 48.23.300
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# Claims Standard Reference

A

The company pays claims fairly and without deception | WAC 284-30-330(1),
as defined by the Unfair Claims Settlement Practices | (2),(3),(4),(5),(9),(11),
act. (13),(15) and (19)

11 | The company provides necessary claim forms, | WAC 284-30-360(4)
instructions, and reasonable assistance within 10 days
of receipt of notice of claim.

12 | The company completes investigation of the claim | WAC 284-30-370
within 30 days of notice of claim, unless such
investigation cannot reasonably be completed within
such time.

13 | The company advises of the acceptance or denial of a | WAC 284-30-380(1)
claim within 15 working days of receipt of properly
executed proof of loss. If denied for a specific policy
provision, condition, or exclusion it must be given to
the claimant in writing.

15 | If the company needs more time to determine il the | WAC 284-30-380(3)
claim should be accepted or denied, it notifies the
claimant within 15 working days of receipt of proof of
loss. If the investigation remains incomplete, the
company sends a letter with the reason for the delay
within 45 days of the initial notice and every 30 days
thereafter.

Claims Standard #2:

The interest paid on six (6) claims was not calculated correctly. The Companies’
procedure was to pay interest based on the state of policy issue rather than the state of
residence as required. See Appendix 5.

Subsequent Event: As of February, 2004 the Companies started paying interest on
proceeds according to WA requirements when the decedent is a WA resident. The
Companies have re-calculated the correct interest due and sent the claimants
supplemental checks and letters of explanation.

Claims Standard #5:

The Companies did not acknowledge the noftification of death within a reasonable time
on eight (8) deferred annuity claims and five (5) immediate annuities claims. There was
one (1) deferred annuity claim that was missing correspondence. The examiners were not
able to verify that the Companies acknowledged the notification of death within a
reasonable time. There was one (1) deferred annuity claim in which the Companies
failed to respond to an inquiry from the son of the deceased within a reasonable time.
~ These errors violate WAC 284-30-330(2). See Appendix 6.

There were five (5) deferred annuity claims, 12 immediate annuities claims and one (1)
waiver of premium claim in which the Companies did not advise of the acceptance or
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denial of the claim within a reasonable time after receipt of proof of loss. These violated
WAC 284-30-330(5). See Appendix 6.

Claims Standard #11:

There were seven (7) deferred annuity claims and five (5) immediate annuities claims in
which the Companies did not send forms to the claimants within the required ten (10)
working days. There was one (1) waiver of premium claim which was missing
correspondence. The examiners were not able to verify that the Companies sent forms to
the claimants within the ten (10) working days. See Appendix 7.

Claims Standard #12:

There were four (4) deferred annuity claims, nine (9) immediate annuities claims and one
(1) waiver of premium claim in which the Companies did not complete investigation of
the claim within the required 30 days of notice of claim. See Appendix 7.

Claims Standard #13:

There were four (4) deferred annuity claims, ten (10) immediate annuities claims, and
two (2) waiver of premium claims in which the Companies did not advise of the
acceptance or denial of the claim with the required 15 working days of receipt of proof of
loss. See Appendix 8.

Claims Standard #15:

There were six (6) deferred annuity claims and 11 immediate annuities claims in which
the Companies did not advise the claimants in writing of the need for additional
processing time within 45 days of the mitial notice of loss. See Appendix 8.

COMPLAINTS
Complaint Policy & Procedures

The Companies provided the examiners with two (2) documents: Complaint Policy and
Complaint Procedures. The procedures contain the required definition of a complaint and
explain the steps necessary to record and handle complaints in a thorough and timely
manner.

File Review

The Companies provided a database with 24 complaints: 15 Company complaints and
nine (9) OIC complaints. One (1) of the 15 Company complaints was removed from the
sample because it was a group health long term disability complaint. Two (2) of the nine
(9) OIC complaints were removed from the sample because both complaint files were
individual health disability income complaints. This left a total of 21 complamnts: 14
Company complaints and seven (7) OIC complaints which were reviewed by the
examiners.
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The review of the Company complaints indicates that the Companies responded promptly
to the complaints with appropriate responses. The review of the OIC complaints
indicates that the Companies’ responses to the OIC were timely and complete.

Findings

The following Complaint Standard passed without comment:

= Complaint Standard Reference

1 The company responds to any inquiry from the OIC | WAC 284-30-650,
within 15 business days, and the response is in writing, | Technical Advisory
unless otherwise indicated in the inquiry. The response | T 98-4

to the OIC contains the substantial information
requested by the OIC.

UNDERWRITING AND POLICY ISSUE

The Individual Life Department within Safeco Life handles the underwriting of life
msurance policies and disability income policies for all three (3) companies. Annuities
are admunistered by two separate departments within Safeco Life. Immediate annuities
are handled by the Income Annuities Department while deferred annuities are
administered by the Retirement Services Department.

Individual Life Underwriting Procedures

The Companies have written procedures in place documenting the underwriting process,
as well as underwriting requirements and guidelines to be used to help guide
underwriting decisions.

Individual Life Underwriting Process

The new business unit of the Individual Life Department receives applications submitted
by the Companies’ independent agency force by facsimile or mail. Applications are
distributed to a case manager who reviews the information, enters it into the mainframe
system, and creates a file. When all requested information is received, the file 1s sent to
underwriting for review and a decision. When the final decision i1s made, the case
manager 1s responsible for processing the approval or declination in the mainframe
system. The case manager also adds any amendments or endorsements and mails the
policy to the agent for delivery to the proposed insured.

There are instances in which an application is taken on a Washington resident by an agent
in another state. When this happens, the Companies assume that the policy is also
delivered in the state in which the application was taken. There is not a procedure to
formally document the file to show where policy delivery actually occurred and there is
not a requirement of any type of policy delivery receipt for this line of business
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[ssued policies, policy dechines and palicies that are not taken are bar coded and sent to
the Client Services Department to be imaged. Documents can be viewed using the
document retrieval system. Paper files are retained for 90 days afler imaging.

Subsequent Event:

As of September, 2003 the Companies implemented new technology that allows
applications 1o be aufomatically imaged as they are received wia facsimile. All
documents, including applications that are received by mail in the Client Services
Department are imaged prior to distribution. The standard is for a file 10 be created in
the mainframe sysiem within 24-48 hours after receipt of the application. The Client
Services Department has a guality control process in place to ensure that all imaged
documents are legible.

Virtual Producer

in late 2000 the Comparves, in conjunction with the Safeco property and casualty
comparies, launched the virtual producer program. This program is an on-line
application tool used to quote, lustrate and apply for life imnsurance.

Once the Companies receive the completed application, it is uploaded to the mainframe
system within 24 hours. The application is processed by the Individual Life Department
i the same manner as the regular applications.

Annuities Underwriting Process

Immediate Annuifies

Most of the Companies’ immediate annuities consist of assigned structured settlements
purchased by insurance companies to fund settlement agreements with third-party
personal myory claimants. The snnwity purchaser submits the annuity application to the
Income Amnuities Department, funds the annuity, and gives the Companies instructions
as to where benefit payments are to be sent.

Deferred Apnuities

The majority of deferred annuity applications are received by mail in the Retiwrement
Services Department. Approximately 80% of these are funded when received. Funds
received with applications are sent to the cashier and the spplications are forwarded to the
retirement services new business department. Applications that are not funded are sent
directly to the new business unit. Variable annuities are reviewed by the Safeco Mutual
Funds broker dealer for SEC requirements and then returned to the new business unit.

The applications are distributed equally among the service representatives for processing.
Approved funded applications are sent to the control clerk who applies the funds to the
correct account.  Applications that are received without funding are entered info the
system, assigned a number and suspended until funding has been received. A letter is also
sent 1o the client advising them that the application has been received and policy issue is
pended until receipt of funding.
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Individual Life Underwriting File Review

A random sample of 100 new business policies was selecled from the Companies’
database of 4,179 new business policies. The sample consists of 73 policies written by
Safeco Life and 27 policies written by American Stafes Life.

A random sample of 50 declined individual life apphcations was selected from a total
population of 133 Safeco Life declines. There were 20 American States declined
mdividual life applications. All 20 of the American States files were reviewed.

The Companies were not able to find one (1) file listed on the sample of 50 Safeco Life
declines. The Companies were unable 1o locate one (1) file listed on the sample of 20
American States Life declines, In addition, two {(2) of the American States Life files
were duplicates. This lefl 2 total of 66 declined files that were reviewed. The two {2)
missing files are addressed in the General Examination Findings on Page 9.

There were three (3) American States new buginess files in which the issuing Company
was not idenfified on the application. Al 17 decline letters sent for American States
policies referenced Safeco Life in the body of the letter. There were three (3) Safeco Life
and one (1) American States new business files, and one (1) Safeco Life dechne file that
contained scanning errors. These are addressed in the General Exanunation Findmgs on
Page 9.

Annuities Underwriting File Review

The Companies issued 2,339 new annuities during the examination period. The
examiners asked the Companies to select samples of deferred annuity contracts and
immediale anmuly contracts. A rendom sample of 30 deferred annuity contracts and 50
tmmediate annuity contracts was selected using ACL.

The sample of 50 deferred annuity contracts included 41 individual annuities and nine (9)
group annuities. The group annuily confracis were oulside the scope of the examination
and wers not reviewed. The Companies also provided three (3} individual deferred
annuity accounts that were classified as declined. The examiners reviewed a total of 44
individual deferred annuities. The sample of 50 immediate anmuities included 40
structured settlements. ‘

There was one (1) declined annuity that did not include a copy of the application in the
file. This is addressed in the General Examination Findings on Page 9.
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Findings

The following Underwriting and Policy Issue Standards passed without comment:

#

Underwriting and Policy Issue Standards

Reference

1

The company does not accept a life insurance policy
on another person unless the benefits are payable to the
individual insured, his personal representative or a
_person having an insurable interest at the time of issue.

RCW 48.18.030(1)

The policy specifies the name of the company, the
parties of the contract, the subject of the contract, the
named risk, and a statement of the premium.

RCW 48.18.140(2)

The premium stated in the policy includes all fees,
charges, premiums or other considerations charged for
the insurance.

RCW 48.18.180(1)

The policy contains the entire contract.

RCW 48.18.190
(Annuity:
RCW 48.23.170)

The company does not use unfair discrimination
between insureds having substantially like insuring,
risk, and exposure factors, or expense factors.

RCW 48.18.480,
RCW 48.30.300(1)

Correspondence concerning denial of an application
must give the true and actual reason for denying
insurance in clear and simple language that does not
require an applicant or insured to do further research to
understand that reason.

RCW 48.30.320,
WAC 284-30-570

The company has standards to ensure that juvenile life
applications are appropriate and maintains a log of
juvenile life denied applications. Effective 08-01-01

RCW 48.23.345

12

The company furnishes the specified Buyer’s Guide
and Policy Summary to the applicant as required.

WAC 284-23-230(2),
and (3),
WAC 284-23-235(1)

13

The company maintains a complete file with copies of
the Buyer’s Guides and Policy Summaries for 3 years.

WAC 284-23-240(1)

14

For all annuities the specified Contract Summary is
delivered to the applicant prior to accepting the
application.

WAC 284-23-350

15

The company maintains a complete file with copies of
the annuity Contract Summaries for 3 years.

WAC 284-23-360(1)

16

A receipt is given to the insured by the agent, solicitor,
or insurer’s representative for money collected with
the application.

WAC 284-30-550(1)

17

The company makes an independent evaluation on
each application.

WAC 284-30-574
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The following Underwriting and Policy Issue Standards passed with comment:

# | Underwriting and Policy Issue Standard Reference
2 | All policies use a written application completed by the | RCW 48.18.060
applicant.

3 | No alterations are made to the application except by | RCW 48.18.070(1)
the applicant, or with the consent of the applicant.

10 | If a policy form is filed to be marketed without an | RCW 48.23A.020(2)
illustration, an illustration may not be used until afier
the first policy anniversary.

Underwriting and Policy Issue Standard #2:
There was one (1) declined annuity of 94 individual deferred and immediate annuity files
(FDA2, Policy #Not Assigned) which did not include a copy of the application in the file.

Subsequent Event: On December 3, 2004, the companies’ procedures jfor handling
declined business were amended. If new business is rejected for any reason, a policy
number is assigned, the application is screened, and the original is veturned with a letter
to the agent. The application is placed on a tracking log listing applications returned
prior to issue.

Underwriting and Policy Issue Standard #3:

Two (2) of 73 Safeco Life and one (1) of 27 American States new business files, and two
(2) of 41 individual deferred and one (1) of 50 immediate annuities files contained
alterations to the application that were not initialed by the applicant. See Appendix 9.

Subsequent Event: The companies initiated underwriting guidelines on May 25, 2004 that
outline the applicant acknowledgement requirements for changes made to applications.

Underwriting and Policy Issue Standard #10:

There were 55 Safeco Life and six (6) American States files for policies that were
identified as ones to be marketed without an illustration. Ten (10) of these Safeco Life
files contained forms labeled as illustrations even though the forms do not meet the OIC
definition of illustrations as outlined under RCW 48.23A.040(1). This use of the term
illustration is misleading. See Appendix 9.

The following Underwriting and Policy Issue Standards failed:
# | Underwriting and Policy Issue Standards Reference

11 | A copy of the illustration used in the sale of the life | RCW 48.23A.060
insurance policy, or acknowledgement of no
illustration used in the sale, or a signed copy of a
“revised illustration™ sent to the applicant is retained
by the company. '

Underwriting and Policy Issue Standard #11:
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Five (5) of 18 Safeco Life and two (2) of 21 American States New Business files
contained incomplete illustrations. See Appendix 9.
POLICY REPLACEMENTS

Life Insurance Policy Replacement Procedures

The Field Underwniting Guide provided by the Companies contains detailed information
regarding the processing of replacements. The Field Underwriting Guide also provides
detailed instructions to ensure that the replacement database is maintained correctly.

Semy-annual audits on replacements are conducted by the Individual Life Department.
Audits are done on the business submiited by agents whose replacements are 30% or
more of their total applications submitted during the audit period.

Annuify Replacement Procedures

The Renrement Services Deparfment processes annuity replacements, The department
provides its employees with a spreadsheet detailing the required forms needed to process
replacement transactions as well as the time frames to be met for sending documentation.

The Retirement Services Department conducts senu-annual audits on  anmuty
replacements.  Audits are conducted on agents whose annuity replacements are 30% or
more of thelr fotal applications submitted during the audit period.

Life Insurance Policy Replacement File Review

The Companies provided a database of 762 Safeco Life individual policy replacements
during the examination period. A random sample of 50 files was selected using ACL.
The sample included 38 external replacements and 12 internal replacements. WAC 284-
23-430 exempts variable contracts from Standard #5. There was one (1) external
replacement variable life contract that was excluded from review for this standard.

There were two {2) Safeco Life policy replacement files in which the 1ssuing Company
name is not identified on the application and one (1) Safeco Life file in which the
replacement letter used American States letterhead. There were also 19 Safeco Life
policy replacement files that contained scanning cirors. These are addressed in the
General Examination Findings on Page 9.

Annuity Replacement File Review

The Companies provided a database of 105 annuity replacements. A random sample of
50 files was selected using ACL. During the review of the sample files, it was discovered
that the Companies included all contracts that included a transfer of funds from another
organization which does not meet the replacement definition under WAC 284-23-410,
The sample included 30 files that were not replacements and one (1) duplicate file, which
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left a tofal of 19 files fo review, 18 external replacements and one (i) internal
replacement. There were 12 variable contracts that were exempt from Standard #5.
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Findings

Policy Replacement Standards #8 and #9 were not applicable to this examination. The
Companies are not direct response insurers,

The following Policy Replacement Standards passed withoul comment:

# | Policy Replacement Standard Reference |

1 | The company informs its field representatives or | WAC 284-23-450(1)
personnel responsible for compliance about the
requirements of the replacement regulations.

6 | The company maintains evidence of the notice of | WAC 284-23-455(3)
replacement, policy summaries, and a replacement
register for at least (3) three years or until examination
by its state of domicile, whichever is later.

10 | The specified replacement form is used in all | WAC 284-23-485
transactions proposing replacement.

The following Policy Replacement Standards passed with comment:

# | Policy Replacement Standard Reference

2 | All life insurance applications must include a | WAC 284-23-450(2)
statement signed by the applicant regarding the
replacement of an existing policy.

4 | The company requires that the agent include with the | WAC 284-23-455(2)(a)
application a listing of all existing insurance to be
replaced and a copy of the replacement notice provided
to the applicant.

Policy Replacement Standard #2:

One (1) of 19 annuity replacement files (SLC# 50, Policy #LP 1101684) shows a “No”
answer to the replacement question with no amendment in the file showing the
correction.

Subsequent Event: On December 3, 2004, the companies established replacement
procedures to assure compliance with state regulations.

Policy Replacement Standard #4:

There was one (1) of 18 external annuity replacement files that involved the transfer of
funds from two (2) carriers but only listed one (1) on the replacement notice. See
Appendix 10.

Subsequent Event: The companies updated replacement procedures on December 3,
2004, to ensure that all applications involving replacement include a complete listing of
the coverage to be replaced.
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The following Policy Replacement Standards failed:

# | Policy Replacement Standards Reference

3 | The company requires a statement signed by the agent | WAC 284-23-455(1)
indicating whether or not replacement is involved.

5 | The company sends the required notice of replacement | WAC 284-23-455(2)(b)
and policy summary to the existing insurer within (3)
three working days of receipt of the application.

7 | The company notifies the applicant in its policy or by | WAC 284-23-455(4)
separate written notice that the applicant has the right
to an unconditional refund of all premiums paid if
exercised within 20 days from the date of delivery of
the policy.

Policy Replacement Standard #3:

In reviewing files, the examiners found that the earliest version of Virtual Producer web
application tool required the agent’s response as to involvement of replacement, but that
the answer did not flow through to the actual application form. The agent replacement
question was left blank unless the agent checked a box when signing the form. The
Company did not endorse or amend the application for this information. This is not an
issue in later versions of Virtual Producer. As of June 2003 the Companies fixed this
problem and the answer does flow through to the application that 1s attached to the policy
and the form is not signed by the agent.

Thirteen (13) of 50 life replacement files were done on the Virtual Producer.

Four (4) of 19 annuity replacement files did not have the agent’s signature on the agent
replacement question. See Appendix 10.

Subsequent Event: The companies updaied replacement procedures on December 3,
2004, to ensure that the agent’s signature is present if replacement is involved in the
application.

Policy Replacement Standard #5:

There were nine (9) of 37 extemal life replacement files reviewed in which the
replacement notice was not sent within three (3) days. One (1) file did not have a receipt
date on the application, and the time requirements could not be determined.

There were two (2) of six (6) external annuity replacements in which the replacement
notice was not sent to the existing carrier within three (3) days. See Appendix 10.

Subsequent Event: The companies updated the replacement procedures on December 3,
2004, to ensure that notice of replacement is sent to the existing carrier within three (3)
business days.

Policy Replacement Standard #7:

Symetra Life Insurance Company, Symetra National Life
American States Life Insurance Company Page 26
Market Conduct Examination as of June 30, 2003



Ten (10) variable annuity replacements did not include the 20 day free look provision.
See Appendix 10.

Subsequent event. The Companies’ replacement procedures were modified in November,
2003 to include detailed instructions on attaching the 20- day sticker to new contracts.

INFORCE POLICY ADMINISTRATION

Inforce policies, policy terminations, and policy loans for individual life and individual
deferred annuities were reviewed by the examiners.

Because of the large number of policies involved in each of the categories in the section,
the examiners asked the Companies to provide a select database from which samples
could be extracted.

Section Total Population Select Database Sample Size
Size
Inforce Policies, 280,018 164 50
Individual Life
Inforce Policies, 80,249 50 10
Deferred Annuities
Terminations, 1,917 101 50
Individual Life
Terminations, 3,142 94 11
Deferred annuities
Policy Loans, 340 114 50
Individual Life
Policy Loans, 21 50 10
Deferred Annuities
Findings

The following Inforce Policy Administration Standards passed without comment:

# | Inforce Policy Administration Standards Reference
1 | The company only pays dividends, unused premium | RCW 48.18.340(1)
refunds, or savings distributed on account of any | and (2)

policy to the policy owner as shown in its records, or
any party to whom the policy owner has assigned these
nghts. Individual Life Only

2 The

RCW 48.23.030,

company processes all types of policy
administration procedures 1n accordance with the

required policy provisions. Individual Life Only

RCW 48.23.070(1),
RCW 48.23.080(1),
RCW 48.23.085(6),
RCW 48.23.120
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# | Inforce Policy Administration Standards Reference

3 | The company processes all types of annuity contract | RCW 48.23.150,
administration procedures in accordance with the | RCW 48.23.190,
required contract provisions. [Individual Annuity Only | RCW 48.23.210

4 | The company uses policy illustrations at issue and | RCW 48.23A.070

provides the insured with an annual report on the status
of the policy in accordance with the regulations.
Individual & Group Life Only

POLICY FORM FILING

Findings

The following Policy Form Filing Standard failed:

#

Policy Form Filing Standard

Reference

1

All policy and application forms are filed with and
approved by the OIC prior to use.

RCW 48.18.100(1)

Policy Form Filing Standard #1:

There were 48 life insurance forms reviewed by the examiners throughout the course of
the examination. All life insurance forms reviewed were filed with and approved by the

OIC prior to use,

One (1) of 31 deferred annuity forms reviewed (OIC #22, Contract #L.P1111475) used
Application form LPC 1161 3/00 which was not filed with the OIC. The Companies
indicated that this is a form for another state that was used in error. The Companies did
not request that the agent resubmit the application with an approved form.

Subsequent Event: The companies updated the procedures on December 3, 2004 to
ensure that the correct application forms are used. If an incorrect form is used, the
companies will require a correct application submission or the business will be rejected.
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INSTRUCTIONS AND RECOMMENDATIONS

INSTRUCTIONS

Page #

The Companies are instructed to identify the correct Insurance
company name on all correspondence and applications. RCW
48.05.190(1), Bulletin 78-7

The Companies are instructed to ensure that paperwork is
filmed/imaged under the correct policy number, that two-sided forms
are filmed on both sides, that copies are readable once filmed and that
pages longer than 8 %2 x 11 are filmed completely. RCW 48.05.280

The Companies are instructed to revise all advertising materials to
show the full name and address of the Companies. RCW 48.30.050,
WAC 284-23-060(1)

12

The Companies are instructed to ensure that agents are appointed to
represent the Companies prior fo allowing them to solicit business on
behalf of the Companies. RCW 48.17.160(1)

13

The Companies are instructed to pay interest on death claims in
accordance with the regulations. RCW 48.23.300

15

The Companies are instructed to acknowledge and act reasonably
promptly to communications concerning claims and to advise of
acceptance or denial of the claim within a reasonable time after receipt
of proof of Joss. WAC 284-30-330(2), WAC 284-30-330(5)

16

The Companies are instructed to send claim forms to the claimant
within the required 10 working days of receipt of the notification of
claim. WAC 284-30-360(4)

16

The Companies are mnstructed to complete investigation of the claim
within the required 30 days of receipt of notice of claim. WAC 284-
30-370

16

The Companies are instructed to advise the claimant of the acceptance
or denial of the claim with the required 15 working days of receipt of
properly executed proofs of loss. WAC 284-30-330(5), WAC 284-30-
380(1)

16

10

The Companies are instructed to notify the claimant within 15 days of
receipt of properly executed proofs of loss if more time is needed to
determine if the claim 1s be accepted or derued. If still incomplete a
letter with the reason for delay must be sent within 45 days of the
initial notice and every 30 days thereafter. WAC 284-30-380(3)

16

11

The Companies are instrucied to retain a complete copy of the
illustration used in the sale of life insurance, or acknowledgement of
no illustration used in the sale, or a signed copy of a “revised
illustration™ sent to the applicant. RCW 48.23A.060

22

12

The Companies are instructed to require a statement signed by the
agent indicating whether or not replacement is involved, WAC 284-

23-455(1)

25
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INSTRUCTIONS

Page #

13

‘The Companies are instructed to send the required notice of

replacement and policy summary to the existing carrier within three
(3) working days of receipt of the application. WAC 284-23-
455(2)(b)

25

14

The Companies are instructed to notify the applicant in their policy or
by separate written notice that the applicant has the right to an
unconditional refund of all premiums paid if exercised within 20 days
from the date of delivery of the policy. WAC 284-23-455(4).

25

15

The Companies are instructed to file and obtain approval from the
OIC for all policy, application, and endorsement forms prior (o use.
RCW 48.18.100(1)

27

RECOMMENDATIONS

It is recommended that the Companies maintain complete claim files
with all notes and papers in such detail that the claims history can be
reconstructed. WAC 284-30-340

15

The Companies are instructed to acknowiedge receipt of the
notification of claim within the required 10 working days. WAC 284-
30-360(1)

15

RCW 48.23.020(1) requires that any policy issued for delivery in this
state contain the appropriate standard provisions. There are times that
the Companies do not know where a policy is delivered because it is
assumed that when a policy is mailed to an agent in another state, it is
actually delivered to the policy owner in the agent’s office. It is
recommended that the Companies develop a procedure for these
instances to document the underwriting file to show the actual location
of policy delivery, and to ensure that the policy form used is
appropriate for the actual delivery location.

18

It is recommended that the Companies use a written application signed
by the applicant and maintain a copy of the signed application in the
underwriting file. RCW 48.18.060

22

It is recommended that the Companies require the applicant’s
signature any time the original application has been altered materially.
RCW 48.18.070(1)

22

It 1s recommended that the Companies discontinue the use of forms
labeled as illustrations that do not meet the OIC definition of
illustrations with policies that the Companies have identified as
marketed without an illustration. RCW 48.23A.020(2)

22

Due to the number of failed policy replacement standards, it is
recommended that the Companies initiate additional training of its
field representatives and revise the web application tool to meet the

24

replacement regulations. WAC 284-23-450(1)
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RECOMMENDATIONS

& | It is recommended that the Companies require that the agent include 24
with the appheation a listing of all existing insurance to be replaced
and a copy of the replacement notice provided to the applicant. WAC
284.23-455(2)(a)

9 | In order to better facilitate future examinations, it is recommended 24
that the Companies maintain a replacement register with only those
replacements that are defined as such by WAC 284-23-410. WAC
284-23-455(3)

10 11t is recommended that the Companies require that applications 24
include a statement signed by the applicant regarding the replacement
of an existing policy,. WAC 284-43-450{2)
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SUMMARY OF STANDARDS

Company Operations & Management Standards

PAGE | PASS | FAIL

—

The company is issued a certificate of authority by the OIC
prior to acting as a life insurance carrier in the State of
Washington. Reference: RCW 48.05.030(1)

8 X

Each domestic insurer holds an annual meeting of shareholders
or members to receive reports and elect officers. Reference:
RCW 48.07.040

N/A

No less than three-fourths of the directors are United Staies or
Canadian citizens, and a majority of mutual insurer directors
are residents of this state. Reference: RCW 48.07.050

All domestic insurers report to the OIC any amendments to the
Articles of Incorporation. Reference: RCW 48.07.070(2)

General Examination Findings Standards

Page | Pass Fail

The company does business in good faith, and practices
honesty and equity in all transactions. Reference: RCW
48.01.030

The company allows the examiners access to all records,
documents and files, and facilitates the examination process.
Reference: RCW 48.03.030(1)

The company does business in its own legal name. Reference;
RCW 48.05.190(1), Bulletin 78-7

The company maintains full and adequate accounts and
records of its assets, obligations, transactions and affairs.
Reference: RCW 48.05.280

The company does not discourage insureds from contacting the
OIC and does not discriminate against those that do contact the
OIC. Reference: WAC 284-30-572(2)

Advertising Standards

Page | Pass Fail

The company does not use any false, deceptive or misleading
representations or advertising in the conduct of its business.
Reference: RCW 48.30.040, WAC 284-23-040(1) and (3)

10 X

All advertising materials must show the full name and location
of the company. Reference: RCW 48.30.050, WAC 284-23-

060(1)

12 X

No advertisement shall use any combination of words,
symbols or physical materials which by content, phraseology,
shape, color or other characteristics are so similar to materials
used by a governmental program or agency that tends to
mislead prospective insureds into believing that the solicitation
is in some manner connected with such governmental program
or agency. Reference: WAC 284-23-060(2)

L X
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Advertising Standards

Page

| Pass Fail

=N

Any advertising of the company’s financial condition must
substantially correspond with the last annual statement filed
with the OIC. Reference: RCW 48.30.070

11

X

The company does not make, publish, disseminate, circulate,
or place before the public in any newspaper, magazine or other
publication, or in the form of a notice, circular, pamphlet, letter
or poster, or over any radio station or television station any
advertisement, announcement or statement which uses the
existence of the Washington Insurance Guaranty Association
or the Washington Life and Disability Insurance Guaranty
Association for the purpose of sales, solicitation or inducement
to purchase any form of insurance covered by the Washington
Insurance Guaranty Association Act or the Washington Life
and Disability Insurance Guaranty Association Act. Reference:
RCW 48.30.075

11

No advertising contains any false or unfair statements
criticizing or implying criticism of another insurer. Reference:
RCW 48.30.080, WAC 284-23-050(15)

11

The company does not make, issue or circulate, or cause to be
made, issued or circulated any misrepresentation of the terms
of any policy, benefit or advantage of the policy, nor does the
Company use any name or title of any policy or class of
policies misrepresenting the nature of the policy. Reference:
RCW 48.30.090

11

The company establishes and maintains a system of control
over the content, form and methods of dissemination of all
advertisements of its policies. Reference: WAC 284-23-030(2)

11

All  advertisements meet the disclosure requirements.
Reference: WAC 284-23-050

11

10

Any advertisement that can reasonably expect to be seen
outside of the company’s stated jurisdiction must not imply
that the company is licensed outside that jurisdiction.
Reference: WAC 284-23-070(1)

11

11

A company may state in an advertisement that 1t 1s licensed in
the state where the advertisement appears but this fact may not
be exaggerated. Reference: WAC 284-23-070(2)

11

12

An advertisement may not imply that an insurer is, in any way,
recommended or endorsed by any governmental agency unless
the entity has authorized the endorsement or recommendation
in writing. Reference: WAC 284-23-070(3)

12
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Advertising Standards

Page

Pass Fail

Any statements by any commercial rating system about the
msurer contained in an advertisement are accompanied with a
definition of the scope and extent of the recommendation.
Reference: WAC 284-23-080

12

The company maintains a complete advertising file for the
longer of (4) four years or the next filing of the next regular
report of examination of the insurer, whichever is later.
Reference: WAC 284-23-090

12

15

All life insurance sales illustrations must satisfy the applicable
requirements and contain the information described in the
regulations. Reference: Chapter 48.23A RCW

N/A

Agent Activity Standards

Page

Pass | Fail

—_

The company ensures that agents and brokers are licensed for
the appropriate line of business with the State of Washington
prior to allowing them to solicit business or represent the
company in any way. Reference: RCW 48.17.060(1) and (2)

i3

The company ensures that agents are appointed to represent
the company prior to allowing them to solicit business on
behalf of the company. Reference: RCW 48.17.160(1)

13

The company provides written notice to the agent and the OIC
when an agent’s appointment is revoked. Reference: RCW
48.17.160(3)

13

The company ensures that agents and brokers selling variable
policies or contracts are licensed as security salesmen or
securities brokers under a license issued by the director of
financial institutions. Reference: RCW 48.18A.060

13

Claims Standards

Page

Pass Fail

et

The Company complies with the required provision regarding
simultaneous deaths of the insured and beneficiary as required
by the statute. Reference: RCW 48.18.390

N/A

Interest at no less than 8% of the payable death benefit accrues
from the date of death up to the payment date. Benefits that
have not been paid 90 days after receipt of the proof of death
accrue an additional 3% interest, commencing on the 91* day,
up to the payment date. Reference: RCW 48.23.300

15

When the company receives a request for an accelerated
benefit claim it sends the required disclosure statement within
20 days of the request. Reference: WAC 284-23-650(7)

15

The company does not use unfair discrimination or apply
conditions on accelerated benefits except as specified in the
policy or rider. Reference: WAC 284-23-680

15
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Claims Standards

| Page

| Pass

Fail

|

The company pays claims fairly and without deception as
defined by the Unfair Claims Settlement Practices act.
Reference: WAC 284-30-330(1),(2),(3),(4),(5),(9),(11),(13),
(15) and (19)

16

X

The company maintains complete claim files with all notes and
papers in such detail that the claims history can be
reconstructed. Reference: WAC 284-30-340

15

The company does not misrepresent any policy provisions at
the time of the claim. Reference: WAC 284-30-350(1) and (4)

15

The company acknowledges receipt of notification of a claim
under an individual policy within 10 working days, or within
15 working days under a group policy. Reference: WAC 284-
30-360(1)

15

The company responds to inquiries from the OIC regarding a
claim within 15 working days. Reference: WAC 284-30-
360(2)

N/A

10

The company responds to claimant inquiries within 10
working days, or 15 working days with respect to inquiries
arising under group insurance contracts. Reference: WAC 284-
30-360(3)

15

11

The company provides necessary claim forms, instructions,
and reasonable assistance within 10 days of receipt of notice of
claim. Reference: WAC 284-30-360(4)

16

12

The company completes investigation of the claim within 30
days of notice of claim, unless such investigation cannot
reasonably be completed within such time. Reference: WAC
284-30-370

16

13

The company advises of the acceptance or denial of a claim
within 15 working days of receipt of properly executed proof
of loss. If denied for a specific policy provision, condition, or
exclusion it must be given to the claimant in writing.
Reference: WAC 284-30-380(1)

16

14

If a claim is denied for a reason other than a specific policy
provision, condition, or exclusion, and not made in writing, the
company includes an appropriate notation in the claim file.
Reference: WAC 284-30-380(2)

N/A

15

If the company needs more time to determine if the claim
should be accepted or denied, it notifies the claimant within 15
working days of receipt of proof of loss. If the investigation
remains incomplete, the company sends a letter with the reason
for the delay within 45 days of the initial notice and every 30
days thereafter. Reference: WAC 284-30-380(3)

16
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Complaint Standard

Page

Pass Fail

The company responds to any inquiry from the OIC within 15
business days, and the response is in writing, unless otherwise
indicated in the inquiry. The response to the OIC contains the
substantial information requested by the OIC. Reference:
WAC 284-30-650, Technical Advisory T 98-4

18

Underwriting and Policy Issue Standards

Page

Pass Fail

The company does not accept a life insurance policy on
another person unless the benefits are payable to the individual
insured, his personal representative or a person having an
insurable interest at the time of issue. Reference: RCW
48.18.030(1)

21

All policies use a written application completed by the
applicant. Reference: RCW 48.18.060

22

No alterations are made to. the application except by the
applicant, or with the consent of the applicant. Reference:
RCW 48.18.070(1)

o

The policy specifies the name of the company, the parties of
the contract, the subject of the contract, the named risk, and a
statement of the premium. Reference: RCW 48.18.140(2)

21

The premium stated in the policy includes all fees, charges,
premiums or other considerations charged for the insurance.
Reference: RCW 48.18.180(1)

21

The policy contains the entire contract. Reference: RCW
48.18.190, (Annuity: RCW 48.23.170)

21

The company does not use unfair discrimination between
insureds having substantially like insuring, risk and exposure
factors, or expense factors. Reference: RCW 48.18.480, RCW
48.30.300(1)

21

Correspondence concerning denial of an application must give
the true and actual reason for denying insurance in clear and
simple langunage that does not require an applicant or insured
to do further research to understand that reason. Reference:
RCW 48.30.320, WAC 284-30-570

| 21

The company has standards to ensure that juvenile life
applications are appropriate and maintains a log of juvenile life
denied applications. Effective 08-01-01 Reference: RCW
48.23.345

21

10

If a policy form is filed to be marketed without an illusiration,
an illustration may not be used until after the first policy
anniversary. Reference: RCW 48.23A.020(2)

22
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Underwriting and Policy Issue Standards

Page

Pass Fail

11

A copy of the illustration used in the sale of the life insurance
policy, or acknowledgement of no illustration used in the sale,
or a signed copy of a “revised illustration” sent to the applicant
is retained by the Company. Reference: RCW 48.23A.060

22

12

The company furnishes the specified Buyer’s Guide and Policy
Summary to the applicant as required. Reference: WAC 284-
23-230(2) and (3), and WAC 284-23-235(1)

13

The company maintains a complete file with copies of the
Buyer’s Guides and Policy Summaries for 3 years. Reference:

WAC 284-23-240(1)

21

14

For all annuities the specified Contract Summary 1s delivered
to the applicant prior to accepting the application. Reference:
WAC 284-23-350

21

15

The company maintains a complete file with copies of the
annuity Contract Summaries for 3 years. Reference: WAC
284-23-360(1)

2l

16

A receipt is given to the insured by the agent, solicitor, or
insurer’s representative for money collected with the
application. Reference: WAC 284-30-550(1)

21

17

The company makes an independent evaluation on each
application. Reference: WAC 284-30-574

21

Policy Replacement Standards

Page

Pass = | Fail

The company informs its field representatives or personnel
responsible for compliance about the requirements of the
replacement regulations. Reference: WAC 284-23-450(1)

All life insurance applications must include a statement signed
by the applicant regarding the replacement of an existing
policy. Reference: WAC 284-23-450(2)

24

The company requires a statement signed by the agent
indicating whether or not replacement is involved. Reference:
WAC 284-23-455(1)

25

The company requires that the agent include with the
application a listing of all existing insurance to be replaced and
a copy of the replacement notice provided to the applicant.
Reference: WAC 284-23-455(2)(a)

24

The company sends the required notice of replacement and
policy summary to the existing insurer within (3) three
working days of receipt of the application. Reference: WAC
284-23-455(2)(b)

23

The company maintains copies of the notice of replacement,
policy summaries and a replacement register for at least (3)
three years or unfil examination by its state of domicile,
whichever is later. Reference: WAC 284-23-455(3)

24
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Policy Replacement Standards

Page

Pass Fail

The company notifies the applicant in its policy or by separate
written notice that applicant has the right to an unconditional
refund of all premiums paid if exercised within 20 days from
the date of delivery of the policy. Reference: WAC 284-23-
455(4)

25

If the sale is generated by direct response and replacement was
not proposed by the insurer, the company sends a replacement
statement to the applicant with the policy. Reference: WAC
284-23-460(1)

N/A

If the sale 1s generated by direct response and the insurer
proposes replacement, the company provides a replacement
notice, requests a hsting of all existing policies, and informs
any existing carriers of proposed replacement. Reference:
WAC 284-23-460(2)

N/A

10

The specified replacement form 1s used in all transactions
proposing replacement. Reference: WAC 284-23-485

24

Policy Administration Standards

Page

Pass Fail

The company only pays dividends, unused premium refunds,
or savings distributed on account of any policy to the policy
owrner as shown 1n their records, or any party to whom the
insured has assigned these nghts. [ndividual Life Only
Reference; RCW 48.18.340(1) and (2)

- The company processes all types of policy administration

procedures in accordance with the required policy provisions.
Individual Life Only Reference: RCW 48.23.030, RCW
48.23.070(1), RCW 48.23.080(1), RCW 48.23.085(6), RCW
48.23.120

26

The company processes all types of annuity contract
administration procedures in accordance with the required
contract provisions.  Individual Annuity Only Reference:
RCW 48.23.150, RCW 48.23.190, RCW 48.23.210

The company uses policy illustrations at issue and provides the
insured with an annual report on the status of the policy in
accordance with the regulations. Individual and Group Life
Only Reference: RCW 48.23A.070

27

Policy Form Filing Standard

Page

Pass Fail

All policy and application forms are filed with and approved
by the OIC prior to use. Reference: RCW 48.18.100(1)

27
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APPENDIX 1

General Examination Findings Standard #3: The company does business in its legal

name. Reference: RCW 48.05.190(1), Bulletin 78-7.

Exam OICID # Policy/ Description
Section Contract #
Claims SLC1/ASL2 0100812960 | ASL correspondence on SLC letterhead
Claims SLC4/ASL3 0100719349 | ASL correspondence on SLC letterhead
Claims SLC6/ASLS 0100287446 | ASL correspondence on SLC letterhead
Claims SLC7/ASL6 0100714007 | ASL correspondence on SLC letterhead
Claims SLC8/ASL7 0100714008 | ASL correspondence on SLC letterhead
Claims SLCY9/ASL8 0100474755 | ASL correspondence on SLC letterhead
Claims SLC15/ASL15 | 0100852901 | ASL correspondence on SLC letterhead
Claims SLC21/ASL18 | 0100398688 | ASL correspondence on SLC letterhead
Claims SLC26/ASL22 | 0100747602 | ASL correspondence on SLC letterhead
Claims SLC33/ASL25 | 0100341191 | ASL correspondence on SLC letterhead
Claims SLC34/ASL26 | 0100653385 | ASL correspondence on SLC letterhead
Underwriting | ASL NB21 0101906323 | Company issuing the policy not noted
application
Underwriting | ASL NB22 0101906936 | Company issuing the policy not noted
application
Underwriting | ASL NB26 0101906310 | Company issuing the policy not noted
application
Underwriting | ASL D1 0100848322 | ASL correspondence references SLC in .
body of letter
Underwriting | ASL D2 0100903136 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D3 0100903440 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D4 0100903751 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D5 0100903909 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D6 0100904466 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D7 0100904532 | ASL correspondence references SLC in
"body of letter
Underwriting | ASL D9 0101903178 | ASL correspondence references SLC in
body of letter
 Underwriting | ASL D10 0101903886 | ASL correspondence references SLC in
body of letter
Underwriting | ASL D12 0101903890 | ASL correspondence references SLC in
body of letter
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Exam OICID # Policy/ Description
| Section Contract #

Underwriting | ASL. D13 0101905451 | ASL correspondence references SLC in
body of letter

Underwriting | ASL D14 0101905698 | ASL cormrespondence references SLC in
body of letter

Underwriting | ASL D16 0101906065 | ASL correspondence references SLC in
body of letter

Underwriting | ASL D17 0101906066 | ASL correspondence references SLC in
body of letter

Underwriting | ASL D18 0101907234 | ASL correspondence references SLC in
body of letter

Underwriting | ASL D19 0101907263 | ASL correspondence references SLC in

, body of letter

Underwriting | ASL D20 01019072781 | ASL correspondence references SLC in
body of letter

Replacements | SLCR16 AA4100234 | Company issuing the policy not noted
application

Replacements | SLC R23 AA3076475 | Letter to existing carrier on ASL
letterhead

APPENDIX 2

General Examination Findings Standard #4: The company maintains full and

adequate accounts and records of its assets, obligations, transactions and affairs.

Reference: RCW 48.05.280.

OICID# | Policy/ Description
Contract #

SLC NB21 | AA3068967 | Imaged application not legible

SLC NB41 | AA307782 Documents imaged to wrong file

SLC NB50 | AA3066318 | Only one page of illustration imaged to file

ASL NB10 | 0101903622 | Documents from unrelated policy imaged to file

SLC D6 AA3065231 | Only one page of illustration imaged to file

SLED2 Not assigned | Application missing from file

SLCDAY9 | LP1037396 | Claim correspondence showing notification and
acknowledgement date missing

SLC DA17 | LP1066978 | Comrespondence showing acknowledgement date missing

SLC DA42 | LP1090911 Correspondence showing acknowledgement date missing

SLC WP3 | AAQ52879 Correspondence showing acknowledgement date missing

SLC R4 AA3900978 | Cannot confirm receipt date of application (no date stamp)

SLC RS SL54319202 | Cannot confirm receipt date of application (date stamp
illegible)

SLC RS AA3113407 | File was not imaged into company system
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OICID# | Policy/ Description
Contract #

SLCRIO0 AA3074952 | Cannot confirm receipt date of application (date stamp
illegible)

SLC R12 AA3802569 | Cannot confirm receipt date of application (no date stamp);
incorrect replacement notice imaged to file

SLCRI13 AA3904212 | Cannot confirm receipt date of application (no date stamp)

SLCR14 AA3905787 | Cannot confirm receipt date of application (no date stamp)

SLCR21 AA3801494 | Cannot confirm receipt date of application (no date stamp)

SLC R22 AA3802574 | Cannot confirm receipt date of application (no date stamp)

SLC R28 AA3904531 | Cannot confirm receipt date of application (no date stamp)

SLC R29 AA3804248 | Cannot confirm receipt date of application (no date stamp)

SLC R41 AA3900598 | Cannot confirm receipt date of application (no date stamp)

SLC R42 AA3903658 | Cannot confirm receipt date of application (no date stamp)

SLC R43 AA3903314 | Cannot confirm receipt date of application (no date stamp)

SLC R45 AA3801705 | Cannot confirm receipt date of application (no date stamp)

SLC R46 AA3900268 | Cannot confirm receipt date of application (no date stamp)

SLC R47 AA3900268 | Cannot confirm receipt date of application (no date stamp)

SLC R49 AA3904629 | Cannot confirm receipt date of application (no date stamp)

SLC R50 AA3113712 | File was not imaged into company system

SLC D31 AA3802688 | Company could not locate file

ASL D8 0101903150 | Company could not locate file

APPENDIX 3

Advertising Standard #2: All advertising materials must show the full name and

location of the company. Reference: RCW 48.30.050, WAC 284-23-060(1).

OICID # | Company Form #

6 AdvMar FAS1 07/02

8 LS-6086 08/02 Variable Universal Life Poster

12 LMC-5046 7/02 Intro to Cookie Launch

13 LFT-094 9/02 Prioritizing of Basic PR for Advisors

14 LFT-048 9/02 The SAFECO Story

16 LFT-5028 10/02 Power Point Presentation for Secure

19 LMD-5214 10/02 INSIGHT Sales Idea — Is Group Life Insurance Enough
20 LS-6111 10/02 Marsh Letter

26 LMC-5214 12/02 TRA Sales IDEA “Procrastination™

33 LPS-6247 2/03 The Word is Team PowerPoint

46 LFI-5060 5/03 Rolodex Card

50 LO-1249a 5/03 Comparison of Level Term Life and Credit Life
33 SI1-33-52 5/03 (Final Version: LMD-5248 8/03)
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APPENDIX 4

Agent Activity Standard #2: The company ensures that agents are appointed to
represent the company prior to allowing them fo solicit business on behalf of the
company. Reference: RCW 48.17.160(1).

OICID # Policy/Contract #
ASL 9 0100909594

ASL 14 0100908456

ASL 18 0100903673

SLC 66 AA3070061

SLC 79 AA3903750

DA 21 LP1104135

DA 39 LP1110977

DA 50 LP1112292

APPENDIX 5

Claims Standard #2: Interest at no less than 8% of the payable death benefit
accrues from the date of death up to the payment date. Benefits that have not been
paid 90 days after receipt of the proof of death accrue an additional 3% interest,
commencing on the 91° day, up to the payment date. Reférence: RCW 48.23.300.

OIC ID # Policy/Contract #
SLC 16 AA0103944
SLC 30 AA0167126
SLC 31/ASL 24 0100069378
SLC 43 AAQ0587400
SLC 45 AAQ0143478
SLC 50 AA3020753
APPENDIX 6

Claims Standard #5: The company pays claims fairly and without deception as

defined by the Unfair Claims Settflement Practices Act. Reference: WAC 284-30-

330(1), (2), (3), (4), (3), (9), (11), (13), (15) and (19)

WAC 284-30-330(2): The company must acknowledge and act reasonably promptly

upon communications with respect to claims arising under insurance policies.

OICID # | Policy/ Comments

Contract #
DA S LP1019351 | Delayed acknowledgement of notice of death (15 days)
DA 20 AN1057810 | Delayed acknowledgement of notice of death (13 days)
DA 33 ANO0859005 | Delayed acknowledgement of notice of death (35 days)
DA 35 AN0861057 | Delayed acknowledgement of notice of death (12 days)
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OICID # | Policy/ Comments

Contract #
DA 39 LP1085514 | Delayed acknowledgement of notice of death (13 days)
DA 42 LP1090911 Cannot confirm acknowledgement date
DA 43 LP1092572 | Delayed acknowledgement of notice of death (22 days)
DA 48 1A8801528 | Delayed acknowledgement of notice of death (16 days)
DA 50 1A8803388 | Delayed acknowledgement of notice of death (18 days)
IA 2 1A8900893 | Delayed acknowledgement of notice of death (13 days)
IA 17 AA0574577 | Delayed acknowledgement of notice of death (11 days)
[A 18 AA0583203 | Delayed acknowledgement of notice of death (19 days)
1A 20 AA0598429 | Delayed acknowledgement of notice of death (16 days)
1A 21 AA0631890 | Delayed acknowledgement of notice of death (12 days)
DA 8 LP1032529 | No follow-up to inquiry regarding claim forms. No follow-

up to correspondence regarding Letters Testamentary.

WAC 284-30-330(5): The Company must affirm or deny coverage of claims within a
reasonable time after proof of loss statements have been completed.

OICID # | Policy/ Comments

Contract #
DA 22 LP1084209 | Delayed processing after receipt of forms (33 days)
DA 26 2A8903214 | Delayed processing after receipt of forms (87 days)
DA 36 ANO0B62350 | Delayed processing after receipt of forms (44 days)
DA 43 LP1092572 | Delayed processing after receipt of forms (18 days)
DA 50 1AB803388 | Delayed processing after receipt of forms (23 days)
TIA3 1A8905044 | Delayed processing after receipt of forms (23 days)
[A 4 1A9001353 | Delayed processing after receipt of forms (98 days)
IA S 1A9103401 | Delayed processing after receipt of forms (23 days)
1A 8 1A9405216 | Delayed processing after receipt of forms (26 days)
IA 11 1A9700036 | Delayed processing after receipt of forms (29 days)
1A 12 1A9702018 | Delayed processing after receipt of forms (25 days)
1A 17 AA0574577 | Delayed processing after receipt of forms (160 days)
1A 21 AA0631890 | Delayed processing after receipt of forms (35 days)
[A 23 AA0647196 | Delayed processing after receipt of forms (22 days)
1A 24 AA0647362 | Delayed processing after receipt of forms from both

beneficiaries (59 days and 55 days, respectively)

1A 26 B10110127 | Delayed processing after receipt of forms (16 days)
1A 27 B10110541 Delayed processing after receipt of forms (28 days)
WP 4 AA0629760 | Delayed processing after receipt of forms (21 days)
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APPENDIX 7

Claims Standard #8: The company acknowledges receipt of notification of a claim
within 10 working days. Reference: WAC 284-30-360(1).

Claims Standard #11: The company provides necessary claim forms, instructions,
and reasonable assistance within 10 days of receipt of notice of claim. Reference:
WAC 284-30-360(4).

Claims Standard #12: The company completes investigation of the claim within 30
days of notice of claim, unless such investigation cannot reasonably be completed
within such time. Reference: WAC 284-30-370.

OICID # Policy/ Standard #8 Standard #11 Standard #12
Contract #

DA 5 LP1019351 15 days 15 days

DA 20 AN1057810 13 days

DA 22 L.P1084209 : 53 days

DA 26 2A8903214 118 days

DA 28 ANO0835178 4 years

DA 33 ANO0859005 35 days 35 days

DA 36 ANO0862350 43 days

DA 39 LP1085514 13 days 13 days

DA 43 LP1092572 . 11 days 11 days

DA 48 1A8801528 16 days 16 days

DA 50 1A8803388 15 days

1A 2 1A8900893 13 days

1A 3 1 A8905044 33 days

1A 4 1A9001353 73 days

IA S 1A9103401 37 days

IA 8 1A9405216 33 days

IA 11 1A9700036 44 days

1A 12 1A9702018 63 days

1A 17 AAQ574577 11 days 11 days 225 days

IA 18 AA0583203 19 days

IA 20 AA0598429 16 days

[A 2] AA0631890 15 days

1A 24 AA0647362 71 days

1A 27 1B10110541 41 days

WP 2 AA0440557 68 days

WP 3 AA0520879 Forms not sent
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APPENDIX 8

Claims Standard #13: The company advises of the acceptance or denial of a claim
within 15 working days of receipt of properly executed proof of loss. If denied for a
specific policy provision, condition, or exclusion, it must be given to the claimant in
writing. Reference: WAC 284-30-380(1).

Claims Standard #15: If the company needs more time to determine if the claim
should be accepted or denied, it must notify the claimant within 15 working days of
receipt of proof of death. If the investigation remains incomplete, the company sends
a letter with the reason for the delay within 45 days of the initial notice and every 30
days thereafter. Reference: WAC 284-30-380(3).

OICID # Policy/ Standard #13 Standard #15
Contract #
DA 22 LP1084209 33 days 53 days
DA 26 2A8503214 36 days
DA 30 ANO0835708 146 days
DA 36 ANO08062350 31 days 43 days
DA 43 LP1092572 55 days
DA 49 1A8803325 16 days
DA 50 1AB803388 23 days 31 days
1A 3 1A8905044 23 days 34 days
1A 4 1A5001353 36 days 98 days
1A S 1A9103401 23 days 37 days
1A 8§ 1A9405216 16 days 94 days
IA 11 1A9700036 29 days 67 days
1A 12 1A9702018 77 days
1A 17 AAQST74577 160 days 225 days
1A 18 AA0583203 65 days
1A 21 AA0631890 35 days 75 days
1A 24 AAD647362 44 days 71 days
IA 26 B10110127 16 days
A 27 B10110541 28 days 55 days
WP 2 AA0440557 22 days
WP 4 AA0629760 21 days
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APPENDIX 9

Underwriting and Policy Issue Standard #3: No alterations are made to the

application except by the applicant or with the consent of the applicant. Reference:
RCW 48.18.070(1).

Underwriting and Policy Issue Standard #10: If a policy form is filed to be marked

without an illustration, an illustration may not be used until after the first policy

anniversary. Reference: RCW 48.23A.020(2).

Underwriting and Policy Issue Standard #11: A copy of the illustration is used in the

sale of the life insurance policy, or acknowledgement of no illastration used in the
sale, is retained by the company. Reference: RCW 48.23A.060.

OIC # Policy/ Underwriting Underwriting Underwriting
Contract # Standard #3 Standard #10 Standard #11
SLC NB 1 AA3069311 X
SLCNB 2 AA3069023 X
SLCNB 6 AA3069376 X
SLCNB 9 AA3076483 X
SLCNB 11 | AA3068724 X
SLCNB 12 | AA3074648 X
SLC NB 23 | AA3070057 X
SLC NB 31 | AA3077392 X
SLCNB 35 | AA3061962 X
SLC NB 36 | AA3061331 X
SLCNB 50 | AA3066318 X
SLC NB 54 | AA3064138 X
SLC NB 60 | AA3075609 X
SLCNB 65 | AA3063771 X X
SLC NB 67 | AA3B02788 X
SLCNB 71 | AA3902022 X
ASLNBS | 0100909594 X
ASLNB 16 | 0100903572 X
ASLNB 19 | 0100904410 X
DA 21 LP1111162 X
DA 22 LP1111475 X
1A 27 AA0775297 X
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APPENDIX 10

Policy Replacement Standard #3: The company requires a statement signed by the
agent indicating whether or not replacement is involved. Reference: WAC 284-23-

455(1).

Policy Replacement Standard #4: The insurer requires that the agent include a
listing of all existing insurance to be replaced and a copy of the replacement notice
provided to the applicant. Reference: WAC 284-23-455(2)(a).

Policy Replacement Standard #5: The company sends the required notice of
replacement and policy summary to the existing insurer within 3 days. Reference:
WAC 284-23-455(2)(b).

Policy Replacement Standard #7: The insurer notifies the applicant in its policy or
by separate written notice that the applicant has the right to an unconditional
refund of all premiums paid if exercised within 20 days from the date of delivery of
the policy. Reference: WAC 284-23-455(4).

OIC # Policy/ PR Std #3 PR Std #4 PR Std #5 PR Std #7
Contract #
SLER2 AA3077022 19 days
SLCR 4 AA3900978 X
SLCR7 AA3110143 4 days
SLCR 12 AA3802569 X
SICR I3 AA3904212 X
SLCR 14 AA3905787 X
SLCR 21 AA3801494 X 4 days
SLCR22 | AA3802574 X 10 days
SLC R I3 AA3076475 4 days
SLCR 26 AA3069001 4 days
SLCR 28 AA390453] X 47 days
SLCR 29 AA3804248 X No receipt
date on app
SLCR 43 AA3903314 X 6 days
SLC R 45 AA3801705 X
SLCR 46 AA3900268 X
SLCR 47 AA3905186 X
SLCR 49 AA3904629 X
SLC.R.50 AA3113712 5 days
VAR LP1110645 X X
VAR?2 V000025494 5 days
VAR?3 LP1110655 X
VARG LP1092336 X
VAR7 LP1022918 X
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" OIC # Policy/ PR Std #3 PR Std #4 PR Std #5 PR Std #7
Contract #

VARDY9 LP1098423 X

VARI1I LP1110731 X X

VAR 12 LP1108116 5 days

VAR 17 LP1109685 X

VAR I8 LP1110537 X X

VAR 38 LP1110342 X

VAR 50 LP1101684 X X

Symetra Life Insurance Company, Symetra National Life

American States Life Insurance Company Page 48
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December 10, 2004

James T. Odiorne, CPA, JD
State of Washington, Office of Insurance Commissioner

5000 Capitol Blvd. HANCE S0Me SIONER
Tumwater, WA 98501 iN?GLé)MPANY SUPERVISION
Dear Jim:

Thank you again Jim, for allowing me to respond to the draft report by email, and then
place a written response in the mail foday, as well.

I talked with Leslie about the format I planned to use, and she said whatever was easiest for
me would work fine for all of you. Therefore, I am including a spreadsheet with responses
to any items classified as “Passed with Comment™ or “Failed”. I identified the product
department involved, as that is how we are structured and how we provided the exam
documentation to your examiners. I am hoping that will help facilitate their review of our
comments. [ am not including responses to Instructions and Recommendations at this time.
We plan to respond to those with our Compliance Plan. I understand 1t will be due within
90 days after the formal adoption of the draft report. [ am assuming the draft report will be
formally adopted by January 10, 2005, so the Compliance Plan will be due around April 10,
2005. We had addressed many of the items identified in the draft report already, as we take
your findings and suggestions very seriously.

Due to privacy laws, I am assuming all references to policyholder names, contract numbers
or any personally identifiable information contained in our response will be blacked out or
removed before it is made a public document.

If you have any questions regarding our response, please feel free to contact me through
Friday, December 17, 2004 at judy.walter{@symetra.com or 425-376-5464. After that date,
please contact Michele Kemper, Vice President and Compliance Officer, Symetra Life
Insurance Company, at micheie.kemper@symetra.com or 425-376-6006.

Sincerely,
‘§ L}ﬁf‘t‘-’? U L)
Judy Wa: ter

Assistant Vice President
Symetra Life Insurance Company

Formerly Safeco Life & Investments

Symetra Life Insurance Company = 5069 154th Place NE » Redmond, WA 98052-94669 « www.symetra.com
Mailing Address: PO Box 34690 » Seattle, WA 98124-1690 » Phone (877) 796-3872 « TTY/TDD (800) 833-6388

VL-148/LA 9704



system by the Client Services Deparfment. The
examiners found scanning errors in three (3) Saleco Life
new business files, one (1) American States new
business file, one (1) Safeco Life decline file, one (1)
declined annuity, three (3} deferred annuity claim files,
one (1) waiver of premium claim file and 19 Safeco Life
policy replacement files. Because of these erors, it was
not possible to review complete and accurale company
records. The examiners found the following types of
€ITOrs:

«  Misfled originals were scanned into the wrong
files.

= lilegible documents.
o lllegible date stamps on documents.
*  Missing pages from documents.

The Companies did not adequalely prepare the files for
scanning, and did not peform & quality check after
scanning. See Appendix 2.

itis also noted that applications taken on the intemet
were nol date slamped; since lhe application process
resulls in mulliple applications for one file it is often
impossible lo frace the correct sequence of events.

Washington State Market Conduct Exam Comments
Standard ' Psge | Standsrd & | Comment
Reference
Claims: There were 11 American States files in which 8 3 Individual Life Department Response:
Safeco Life lefierhead was used. Safeco Life letterhead was utilized in the 11 Individuat Life Claims cited; however, comespondence within 2ach claim has the American States Lile Insurance
name prominently noted in the claim examiner's signature block.
Individual Life New Business: There were three (3) 8 3 Individual Life Department Response:
American Stales files in which the issuing Company is Administrative eror. All three files indicated amendments asked for in delivery letter. However, no amendments were processed.
nol identified on lhe application.
Life Declines: All 17 decline letters senl for American 9 3 Individual Life Department Response:
Stales policies identified the company declining Administrative error. Safeco Life is preprinted in lefter. Safeco name not deleted and replaced with American States Company name at time of processing.
 caverage as Safeco Life in the body of Ine lelter. Y ‘ e 1 preprntedt ' " P ‘ ey P "
Policy Replacements: There were two (2) Safeco Life 9 3 Individual Life Department Response:
files in which the issuing Company name s not checked AA3074371-Issuing company name not checked on application. File contains home office endorsement confirming company applied with. This was mailed
on the application and one (1) Safeco Life file in which with the policy SN y name not checked on application. File contain rrming y app :
the replacement letter to the other camier identified o )
American Slales in Lhe letter heading as the repiacing AA4100234-Administrative oversight.
company. See Appendix 1. AA3076475-Adminisralive erer. Wrong letterhead used.
Policy records are imaged info the document retrieval g 4 Individual Life Department Response for all life palicy references:

Qver the past 6 years we have been slriving to improve our record storage and relrieval process. With the purchase of American Stales Life we acquired an
imaging system. Up until that time we relied on paper storage and microfiche.

We have also centralized the records department so it serves the entire Safeco Corporation and converted to a single Image system, Panagon. The records
management team has implemented service level agreements for all departments that they serve to insure a quality product is being produced. A section of
the service level agreement is aftached. The agreement provides for the quality of images on a go forward basis and quality control checks. We have
images that may have had poor quality frem prior medium and they are fine funed whenever possible but sometimes these records are illegible. If there is a
siluation where a document is needed and the image is nol readable, then we will revisit the customer for the informalion.

Life EDM. doc

Other steps we are laking to insure quality records and full file documentation is front-end imaging and workflow. We recenlly implemented Viewstar a front
end imaging and workflow product for our Individual New Business area. This limils our exposure far missing and illegible records.

Retirement Services Response:
We have cenfralized the records department so it serves the entire Safeco Corporation and converted to a single Image system, Panagon. The records
management team has implemented service level agreements for all departments that they serve to insure a quality product is being produced. A section of
the service level agreement is attached. The agreement provides for the quality of images on a go forward basis and quality control checks. We have
images that may have had poor quality from prior medium and they are fine luned whenever possible but sometimes these records are illegible. If there isa
siluation where a document is needed and the image is not readable, then we will revisit the customer for the information.

Life EDM.doc

Any references 1o palicy numbers, names, or any persenally identifiable information will be removed from the document before it is made public.
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Washington State Market Conduct Exam Comments

Based on the number of files reviewed, we feel the error #'s were within a reasonable margin of error.

The Con}pany was unable lo produce one (1) Safeco 9 4 Individual Life Department Response:
L'I;cd;ﬂme fle an;! :“%Ud) Amgpcan SdtaFl’e;s decine fie Al the time of the audit we were in a paper environment. Paper files were bar-coded and sent for imaging on the back end. In our current environment we
S0 as part of the Underwnling and Policy Issue work in a fronl-end imaging system and when a file is complete it is automatically forwarded to the final imaging repository.
sample. See Appendix 2.
Fourteen (14) of the 44 items did not include the fui 12 2 11 of the 14 items ave agent only pieces. WAC 284-23-020  defines *Advertisement” as (cllows: “Advertisement’ shall be material designed to creale
Company name or the full home office address. See public interest in life insurance o annuities or in an insurer, or o induce tp‘e public to purchase, increase, modify, reinslale, or retain a policy...” Agent only
Appendix 3. pieces are nol designed o create public interest in life insurance ar annuities. They are designed fo be used in fraining and fo provide information to Agents
1o do their job. As the ageni only pieces are nol “Advertisements® the name and address requirements of the adverising standard do not apply.
3 of the 14 are consumer pieces.
LS-6086 is a poster and intended to be used with other sales material pieces that would contain the required full name and lecation of the company.
LS-6111 contains the full name of the company, SAFECO Life Insurance Company, and the city and state. We interpret ihe regulation to indicate city and
slate is adequate to meet the location reguirement.
LS-5950 contains the full name of the company, American States Life Insurance Company, and the city and state. It also conlains the complete address of
SAFECO Life Insurance Company, since policy adminlstration is performed here. We interpret the regulation to indicate city and state is adequale lo meel
the location requirement.
There were seven (7) of 97 individual life files in which 13 2 Individual Life Department Response:
the agent did not have a direcl appointment with the - F A A 3
Companies o did not have an afiiiation with the agency Sae .altached document for a detailed explan.ahon, v.rhlch was previously provufed.. : .
listed on Lhe application. Itindicates 4 of the 7 were nol propery appointed with the company when the application was 1aken. 3 were appointed.
We have strenglhened our audit standards for agent appointments and affiiations. 100% audit of our agency system file has been completed.
There were 4 of 224 annuity files in which the agent did 13 2 Our research indicates the four files cited in fact had appeinted agents as indicated befow:
not have a direct appointment with the Companies or did Reti t Soni .
not have an affiliation with the agency listed on the i Depaltmerlt Res'_mnse' , ) i o
apolicalion. See Appendix #4, . Mﬂﬂd&;dg}genl was appointed with us on 12/1/2001 and was affilialed with Agency listed on application. Case was quoted on 8/7/2002, when agent
was appainted.
¢ LP1104135 Michael Wong 21-02-8075-01; Safefiex app signed 4/18/02; appointed 2/25/99
« LP1110977 Jeff Holman 21-02-6604-01; SIMPLE IRA Spinnaker app signed 2/4/03; appeinted 12/6/02, cancelled 4/2/04
o LP1112292 Steve Whitfier 21-02-1496-01; NQ Spianaker app signed 5/22/03; appointed 3/6/98
One (1} deferred anquity claim (#DAS, Policy ) 15 6 Retirement Services Department Response:
#LP1037396) was missing correspondence (o verify the We sent a condolence lefter and the claim form to the primary beneficiary 7/25/01. Unable to determine when we actually received first notification of death.
date of nafificalion of death or the date forms were sent Contingent beneficiary notified us in letter 7/15/02 that primary beneficiary predeceased the policyholder scanned document). We acknowledged fis letier
to the claimant. by processing a claim on 7/22/02 (5 days) and sending out a check.
Two (2) deferred annuity daims (#OA17, Policy 15 [ Retirement Services Depariment Response:
LP1065378, and #0A42, Policy LP1090011) were LP4066378 (401(k) group case): Wilhdrawal requests are signed by employer/trustee and processed through the plan’s third party administralor. Symeira
missing comespondence lo verify acknowledgement of has no diract contact with the plan particianis. This finding likely refers to th death benefit(last 4 digits ssn areii). DSHS had placed a lien on
natification of deain within 10 days. r. QI account for back child support. Full surrender request received and paid 5/22/03.
LP1090911 -Nolfication of death from an agent documented on 2/7/03. Also, receipt of death claim documented on 04/11/03, We acknowledged it by
processing a claim on 4/11/03, the same day we received proper papeswark.
One (1) deferred annuity claim (#DA33, Policy # 15 6 Retirement Services Department Response:
ANG859005) contained an degible, partial copy of the File notes indicate that we received an original death cerificale for another policy (ANOB53004). Therefore, we did not require another original copy of
death certificate wilh no documentalion in the fle fo death certificate to be sent to verify the dale of death. The original death certilicate did not get scanned properly. However, our procedure is to verify the
verify the date of death. date of death when we process transactions. Assumption is that the coordinator who processed a claim for ANOBS58004 verified date of death from the
origina! death certificate we received before sending it lo scanning. Unabie to determine if we documented that we received the original death certificate for
AN0B59004 or not.
One (1) waiver of premium claim (#WP3, Policy 15 5] Individual Life Department Response:

Any references 1o policy numbers, names, or any personaily identifiable information will be removed from the document before it is made public.
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Washington State Market Conduct Exam Comments

AAUSZOSTB) was missing comespondence o verify
acknowiedgement of notification of death within 10 days.

There was one (1) delerred annuity clair (#DAS8, Policy
#LP1032529) in which the Companies failed to respond
1o an inquiry.

Regarding #WP3, Policy AA0520879. On 1/29/03 Individua! Claims received a telephone call from the agent indicating the insured wished to file claims for
Waiver of Premium and Acceleraled Death Benefits. The claim record contains a facsimile confirmation page indicating that on 1/30/03 the claim examiner
faxed an eight page claim packet to the agent. This claim packet could be used for filing both an ABR and Waiver claim simultaneously. The claims
examiner noted on the top left hand comer of the Waiver/Disability income Claim Worksheet that information for WMD (Waiver of Monthly Deduction) and
ABR {Accelerated Death Benefits Rider) was included with the 1/29/03 clzim acknowledgement lefter. It appears claim acknowledgement was made within
10 days of nolice and this ciaim was not in violation of the slatute.

Retirement Services Department Response:

File noles indicate we sent out a condolence letier and a claim form to on 5/9/02 in response 1o his telephone inquiry on 5/9/02. Agent
requested to have the claim forms sent 1o him on 6/10/02. We ordered a file ko verify agent infermation. Before we can verify agent information, we got a
signed claim form from the beneficiary. Thus, we processed a claim. This fook some lime because we were having difficulty verifying agent infomation.

There was one (1) deferred annuity claim (#DAS, Policy
#LP1037396) in which it was impossible lo delermine if
the Companies responded within the (en (10) working
day requirement because Ihe file was missing
correspondence 1o verify the date of notification of death
or the date forms were sent to the claimant.

15

10

Retirement Services Department Response:

We senl a condolence fetter and the claim form to the primary beneficiary 7/25/01. Unable o determine when we actually received first notification of death.
Contingent beneficiary nolified us in letter 7/16/02 that primary beneficiary predeceased the palicyholder scanned document). We acknowledged his letter
by processing a claim on 7/22/02 (5 days) and sending out a check.

The interest paid on six (8) claims was not calculated
correctly. The Companies’ procedure was to pay
interest based on the state of policy issue rather than the
stale of residence as required. See Appendix 5.

18

Individual Life Department Response:

These six life policies were issued in stales other than WA and the insured's died as WA residents. Interest on praceeds was originally paid based on policy
issue state and not according lo WA stalute. We have revised our procedures and training for paying interest on proceeds where the decedent was a WA
resident. We have also re-calculated the correct interest due for these policies and sent the claimants a letier of explanation and a supplemental check for
interesl due.

The Companies did not acknowledge the natification of
death within a reasonable {ime on eighl (8) deferred
annuity claims and five (5) immediate annuities claims.
There were three (3) deferred annvily claims and one (1}
waiver of premium claim that were missing
comespondence. The examiners were not able to verify
that the Companies acknowledged the nofification of
death within a reasonable time. There was one (1)
deferred annuity claim in which the Companies failed fo
respond to an inquiry from the son of the deceased
within a reasonable time. These erors violate WAC
284-30-330(2). See Appendix &

17

Income Annuity Department Response:
1ABI00893-Benefits ceased upon death. No claim to process.

AAQ574577- Death notice acknowledged same day as received by telephone. Time frame was reasonable since annuity benefit was not due until 10
months after nolice received. Benefit was paid on time on due date.

AAD583203- Annuity benefils continued to be paid unfit notice was acknowledged. There was a dispute between 2 beneficiaries.
AA0598429- Nolice was reasonable since annuity benefit is not due until 2/21/2005. Will pay on time.

AADB31890- Notice of death acknowledged same day as received by telephone.

Individual Life Department Response: ‘

Regarding #WP3, Policy AA0520879. On 1/29/03 Individual Claims received a telephone call from the agent indicating the insured wished lo file claims for
Waiver of Premium and Accelerated Death Benefits. The claim record contains a facsimile confirmation page indicating that on 1/30/03 the claim examiner
faxed an eight page claim packet to the agent. This claim packel could be used lor filing both an ABR and Waiver claim simultaneously. The claims
examiner noted on the top left hand corner of the Waiver/Disability Income Claim Worksheet that information for WMD (Waiver of Menthly Deduction) and
ABR (Accelerated Death Benefits Rider) was included with the 1/29/03 claim acknowledgement letier.

Retirement Services Department Response:

LP1019351 -We received notification of death on 1/29/03. We responded 2/20/03 (16 days). We missed a standard by 1 day. The CSR who took the
notification phone call mistakenly closed the case instead of dispatching il to a coordinalor te send oul a response.

LP1037396 — We sent a condolence letter and the claim form to the primary beneficiary 7/25/01. Unable fo defermine when we actually received first
notification.

File notes show we received request from contingent beneficiary on 7/18/02. We acknowledged by processing a claim on 7/22/02 (3 days).

LP1066978 (401(k) group case): Wilhdrawal requests are signed by emplayer/irustee and processed through the plan‘mmminislralor. Syrpelra
has no dract contact with the plan participants. This finding likely refers to lh_death benefi {last 4 digils ssn ar HS had placed a lien on
Mr baecounl for back child support. Full surrender request received and paid 5/22/03.

AN1057810 — We received natification of death on 8/20/02 via phone call. The clienl's son indicated that he wil be sending a death certificate and letters of
testamentary. Therefore, we chose to not send out an acknowledgement fetter or a clair: form. We received death cedificate and letters of testamentary on

Any references lo policy nurbers, names, or any personally identifiable information will be removed from the document before it is made public.
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Washington State Market Conduct Exam Comments

9/3/02. We sent out option letter to beneficiaries on 9/5/02 (6 days). We received signed option form on 10/3/02 and acknowledged it by processing a claim
on 10/8/02 (5 days).

AN0859005 — Clarify case notes indicale thal we received an original death cedificate for another palicy (AN0853004). Unabie to defermine if and when we
documented that we received the onginal death certificate for AN0855004 or nol. It looks like, per telephone call, we sent out a condolence letter and an
option form on 6/13/02. We received a claim form, durable POA and Annuity contract on 7/5/04. We acknowledged il by processing a claim on 7/8/04 (3
days).

ANO0861057 - Agree with criticism.
LP1085514 ~Agree with criticism.

LP1090911 - Agent called on 2/7/03 to nolify thal owner passed away. Since the trust is the beneficiary, the agent advised he will have the trustee call us
s0 we know who and where 1o send death claim paperwork. Therefore, we did not need lo send out acknowledgement lefter or a claim form. We received a

death claim request, copy of rust agreement, and death certificaie on 4/11/03. We acknowledged it by processing a claim on the same day (1 day) and
sending out a check.

LP1092572 - Client's son in law called to nofify us of death. He indicated that he would mail in original death cerlificate with address 1o both beneficiaries
on the account. Therefore, we did not send out an acknowledgement letter at that point We received the death certificate on 2/11/03. We sent out
condolence letter with claim forms on 2/27/03 (12 days, not 22 days — However, we still did not meet the standard)

1A8801528 —Nofification of death documented on 6/7/02, but we did not send out condolence letter & claim from uniil 7/2/02. CSR closed the case instead
of dispatching it to the coordinator to respond.

1A8803388 - Agree with criticism.

LP1032529 - Notification of death received 5/9/02 via phone. We sent out claim form an 5/13/02 (3 days). We received death claim request on 6/6/02. We
sent out missing requirements letter on 11/6/02 for Letter of Testamentary and Federal Income Tax withholding. Between 6/6/02 and 11/6/02, file
l__ . dacumentation indicales we've been in touch with a beneficiary, but the documentation is skeichy.

There were nine (8} deferred annuity clalms, 13 17 5 Income Annuity Department Response:

immediate annuities claims and twe (2] waiver of o | 7 - ; " . I ;

premium claims in which the Companles did ol advise With immediate annuities, there is no question of affirming or denying “caverage;

of the acceptance or denial of the claim within a » When an annuitant dies, beneficiaries do not submit a claim, They simply nofify the company of the death, and the company follows the terms of the
reasonable time after receipt of proof of loss. These confract;

violated WAC 284-30-330(5). See Appendix 6. » The annuity contract does not provide any death tenefits;

» The conlract provides that guaranteed annuity benefits will continue to be paid as scheduled fo the designated beneficiary, and that fife conlingent
benefits cease,

= Insome cases, the company leamns of the annuitant's death before anyone has notified us. We take steps to notify interested parties and fo terminate or
re-direct annuity payments according to the terms of the contract.

Individuaf Life Department Response:
AAD440557 (WP2)

Notice of Claim was received 12/9/02 and an acknowledgement letier was mailed to the claimant 12/10/02, Walver of premium claim forms and other
required documents were received 12/18/02. The waiver claim was approved 1/9/03 and the policy was placed on waiver stafus retroactive to 17/02. Qur
1/9/03 approval lefter and premium refund check were inadveriently mailed o the incorrect address. A stop paymeni was piaced on the refund check and a
second approval lefter and refund were sent to the claimant 2/6/03, The Individual Claims quality assurance program includes a time secvice goal of paying
all approved claims in 5 days or less after receipt of all needed decuments. We will continue to stress this time service goal during training sessions and
depariment meefings. We feel the timing on this cne meets the reasonableness standard.

AAD629760 (WP4)

Waiver of premium claim forms and other required documents were received 12/3/02. The claim was approved and placed on waiver siatus retroactive to
12/15/01. Qur approval letter and premium refund check were mailed to the claimant 1/6/03. Our qualily assurance program includes & ime service goal of
paying all approved claims in 5 days or fess after receipt of all needed documents. We will continue to stress this time service goal during training sessions
and department meetings.

Retirement Services Department Response:

Any references to policy numbers, names, or any personally identifiable informatian will be removed from the document before i is made public.
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Washington State Market Conduct Exam Comments

LP1084209 - We received paperwork bul did not fog them timely. Therefore, it did not get processed on time.
258903214

« We received a claim form on 12/6/02, On 12/19/02 (3 days), CSR advised beneficiary of his benefit amount,

= The beneficiary indicaled on 12/27/02 (5 days after we advised beneficiary of his benefit amount - excluding haliday) that he would like to have
something in writing.

» We ran the & year illustration and sent to the beneficiary on 1/3/03 {4 days after beneficiary advised us that he would like his benefit amount in writing -
excluding holidays).

+ There was a miscommunication between beneficiary and us. We processed 5 year illustration because we thought that the beneficiary wanted to find out
how much his benefit amount will be first before processing. Beneficiary actually wanted {o go ahead with 5 year option in addifion 1o getfing the benefit
amount in wiiting.

= When we found out the misunderstanding on 3/31/03, we conlacted a client on the same day and started processing on the same day. The process was
completed on 4/4/03 (4 days after 3/31/03).

AN0B35708 - We received a claim form and the death cerfificate on 1/3/03. Beneficiary elected lo receive payments over 5 years; therefore, we sel the
payment up on 1/10/03 {5 days — manual method). We met the standard. Somelime during 2003 (Around May), business decision was made to automate
these types of policies, so we processed port on 6/4/03.

AN0862350 -Claim form received on 2/25/03. We processed 3/11/03 (10 days). Account build completed on 4/9/03.

ANDB62502 — We received a claim form on 1/30/03. We processed the claim for two of the beneficiaries on 2/6/03 (3 days). However, the last of the

beneficiary (NI ¢'cced to defer. Processing this claim took a while as it involved porting a contract, adjusting cost basis, and building a
new policy. .

LP1066978 (401(k) aroup case). Withdrawal requests are signed by employerftrusiee and processed through the plan's third party administrator. Symetra
has no direct contact with the plan participants. This finding likely refers to the! death benefit {last 4 digits ssn ar DSHS had placed a lien on
Mr.-accuuni for back child support. Full surrender request received and paid 5/22/03.

LP1092572 - We received death claim request on 66/02. We did send out missing requirements letter on 11/6/02 for Letter of Testamentary and Federal
Income Tax withholding. Between 6/6/02 and 11/6/02, the file indicates we've been in touch with a beneficiary, but the documentation is sketchy.

1AB803325 - We received proper paperwork on 4/4/03. On 4/21/03 {11 days), we advised the client that he would receive check. This meels the standard.
We processed a claim on 4/25/03. This is 15 days, not 16 days.

1AB803388 - There are two benafisiaries on his contract. The claim form from (NN recsived on 2/13/03 and processed on 2/17/03 (2 days).
The claim form fromdaceived on 2/10/03. Processing this claim tcok a while as it invalved porting a contract, adjusting cost basis, and
building a new policy. :

There were eight (8) deferred annuity claims and five (5) 17 8 income Annuity Depariment Response:

immediate annuities claims in which the Companies did ;
ot acknowladiye the nalifcition o deatiywithia the 1A8900893- Benefits ceased upon death. No claim to process.

required ten (10) working days. There were three (3) AAD574577)-Dealh nolice acknowledged same day as received by telephone. Time frame was reasonable since annuity benefit was not cue untl 10
deferred annuity claims and one (1) waiver of premium months after notice received. Benefit was paid on fime on due date.
claim that were missing comespondence. The AAD583203-Annuity benefits continued to be paid until notice was acknowledged. There was a dispute between 2 beneficiaries.

examiners were nol able to verify that the Companies AAD598429- Nofice was reasonable since annuity benefitis not due until 2/21/2005. Will pay on time
acknowledged the nolification of death within the ten {10} . : 1y - . ’ Pey ’

working days. See Appendix 7. AADB31890- Notice of death acknowledged same day as received by telephone.
Individual Life Department Response:

Regarding #WP3, Policy AA0520879. Cn 1/29/03 Individual Claims received a telephone call from the agent indicating the insured wished fo file claims for
Waiver of Premium and Accelerated Death Benefits. The claim record contains a facsimile confimation page indicating that on 1/30/03 the claim examiner
faxed an eight page claim packel to the agent. This claim packet could be used for filing both an ABR and Waiver claim simultaneously. The claims
examiner noted on 1he (op left hand comer of the Waiver/Disability Income Claim Waorksheet that information for WD (Waiver of Monthly Deduction) and
ABR (Acceleraled Death Benefils Rider} was included with the 1/29/03 claim acknowledgement letter. Il appears acknowledgement of the Waiver and ABR
claims were made within 10 days of notice and were not in viclation of the statule.

Any references lo policy numbers, names, or any persenally idenlifiable information will be removed from the document before it is made public.
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Retirement Services Department Response:
LP1019351 - Agree with criticism.

LP1037396 - We sent a condolence letter and the ctaim form io the primary beneficiary 7/25/01. Unable to determine when we actually received first
natification. Contingemt beneficiary notified us in letter 7/16/02 that primary beneficiary predeceased the policyholder (scanned document). We
acknowledged his letter by processing a claim on 7/22/02 (2 days)

LP1066978 (401(k) group case): Withdrawal requests are signed by employer/trustes and processed through the plan's third party administrator. Symetra
has na direct contact with the pfan participants. This finding likely refers to th death benefit (last 4 digits ssn are ). DSHS had placed 2 lien on
Mr..account for back child support. Full surrender request received and pald 5/22/03.

AN1057810 — We received nolification of death on 8/20/02 via phone call. The client's son indicated that he would be sending a death certificate and letters
of testamentary. Therefore, we did not need to send out acknowledgement letter or process a claim at that point. We received death cerlificate and letters
of testamentary on 9/3/02. We sent out oplion letler to beneficiaries on 9/9/02 (6 days). We received signed option form on 10/3/02 and acknowledged by
processing a claim on 10/8/02 (5 days) and sending oul checks.

AND858005 - File notes indicate ihat we received an original death ceriificate for another policy (AN0B59004). Unable to determine if and when we
documented that we received the original death certificate for ANOB53004 or not. It looks like, per telephone call, we sent out a condolence lefter and an
option form on 6/13/02. We received a claim form, durable PGA and Annuity contract on 7/5/04. We acknowledged it by processing a ciaim on 7/8/04 (3
days).

LP1090911 - Agent called on 2/7/03 to notify that owner passed away. Since the trust is the beneficiary, the agent advised he will have the irustee call us
s0 we know who and where fo send death claim paperwork. Therefore, we did not need o send out acknowledgement letter or a claim form. We received
a death claim reguest, copy of trust agreement, and death certificate on 4/11/03. We acknowledged it by processing a claim on the same day (1 day).

LP1092572 — We received death claim reques! on 6/6/02. We did send out missing requirements letter on 11/6/02 for Lefter of Testamentary and Federal
Income Tax withholding. Between 6/6/02 and 11/6/02, file indicates we've been in touch wilh a beneficiary, but the documentation is skefchy. We
processed a claim on 12/10/02.

1A8801528 —Notification of deaih documented on 6/7/02. CSR closed a case instead of displaying it to the coordinator to send response. We sent out
condolence lefier & claim form on 7/2/02.

1A8803388 — The claim form fmnwceived on 2/13/03 and procassad on 2/17/03 (2 days). We metthe standard #13 fo

The claim form !rornP with orlfjinal death certificate received on 2/10/03. We built a new palicy on 3/18/03 (26 days. Late, buf not 116 days).
Building a new policy took a while because we had to adjust cost basis, port out, and finally huiid 2 poficy. Setting up a SWIP was not completed until
5/10403. However, we got following phone calls {been in touch wﬁh"ﬁow

« 3/26/03 -QJIIcvised us lo hold off on setling up SWIP as she is siill deciding if she wants to start RMD in 2004 or 2005. Confirmation of new policy #
sent at this point.

« 5/7/03 - @pdvised us that she would like the payment to start ia 2004,

There were eight (8) defered annuity claims and five (5) 17 11 Income Annuity Department Response:

Immediate annulties ciaims in which the Companies did 1A8900893- Benefits ceased upon death. No claim to process. No forms needed to be sent,

nol senc forms to the claimanis within the required ten y : g ) 1 - . ;

(10) working days. There were three (3} deferred AADST4577- No claim form was required.  Annuity benefilt was not due until 10 months after notice received. Benefit was paid on time on due date.
annuity claims and one (1) waiver of premium claim, AAD583203- Annuity benefits continued to be paid until nolice was acknowledged. There was a dispute between 2 beneficiaries.

which were missing correspendence. The examiiers

‘ : AA0598429- No claim forms required. Annuity benefit is not due until 2/21/2005, and will pay on time.
were not able o veriy that the Companies sest forms 1o ) .
the claimants within the ten (10) working days. See AADE31890- Notice of death acknowledged same day as received by {elephone.
Appendix 7. Individual Life Department Response:

Regarding #WP3, Paolicy AA0520879. On 1/29/03 Individual Claims ceceived a telephone call from the agent indicating the insured wished to file claims for
Waiver of Premium and Accelerated Death Bengfits. The claim record contains a facsimile confirmation page indicating that on 1/30/03 the claim examiner
faxed an eight page claim packet to the agent. This claim packet could be used for filing both an ABR and Waiver claim simultangously. The claims
examiner noted on the top left hand comer of the Waiver/Disability Income Claim Waorksheet that information for WMD (Waiver of Monthiy Deduction) and
ABR (Accelerated Death Benefits Rider) was included with the 1/29/03 claim acknowledgement letter. Il appears acknowledgement of the Waiver and ABR
claims were made within 10 days of notice and were nol in violation of the siatule.

Any references to policy numbers, names, or any personally identifiable information will be removed from the document before it is made pubfic.
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Retirement Services Department Response:
LP1019351 - Agree with criticism.

LP1037396 — We sent a condolence letter and the claim form 1o the primary beneficiary 7/25/01. Unable to delermine when we actually received first
notification. Contingent beneficiary notified us in letter 7/16/02 that primary beneficiary predeceased the policyholder (scanned document). We
acknowledged his letter by processing a claim on 7/22/02 (2 days)

LP1066978 (401(k) group case). Withdrawal requests are signed by employer/irustee and processed through the plan’s third party administrator. Symetra
has no direct contact with the plan participants. This finding likely refers to th eath benefit (last 4 digits ssn a . DSHS had placed a lienon
Mr.- account for back child support. Full surrender request received and paid 5/22/03.

AN1057810 - We received notification of death on 8/20/02 via phone call. The client's son indicated that he would be sending a death certificate and letters
of testamentary. Therefore, we did not need 1o send out acknowledgement letter or process a claim al that point. This is documented in Clarify notes, We
received death certificate and letters of lestamentary on 9/3/02. We sent out opticn letter to beneficiaries on 9/9/02 (6 days). We received signed option
form on 10/3/02 and acknowledged by processing a claim on 10/8/02 (5 days) and sending out checks.

AND853005 - Clarify case notes indicate that we received an original death certificate for another policy (AN0858004). Unable o determine if and when we
documented that we received the original death certificale for AN0OB59004 or not. It looks like, per telephane call, we sent out a condolence letter and an
option form on 6/13/02. We received a claim form, durable POA and Annuity contract on 7/5/04. We acknowledged it by processing a claim on 7/8/04 (3
days).

LP1085514 — Agree with criticism.

LP1090911 - Agent called on 27/03 to notify that owner passed away. Since the trust is the beneficiary, the agent advised the CSR that he would have
them call us so we know who to send death claim paperwork to. Therefore, we did not need to send out acknowledgement lefier or process a claim at that
paint. We received a death claim request, copy of lrusl agreement, and death certificate on 4/11/03. We acknowledged it by processing a claim on the
same day (1 day).

LP1092572 - We received death claim request on 8/6/02. We did send out missing requirements letter on 11/6/02 for Letter of Testamentary and Federal
Income Tax withholding. Between 6/6/02 and 11/6/02, file indicates we've been in touch with a beneficiary, but the documentation is skefchy. We
processed a claim on 12/10/02

1A8801528-Nofification of death documented on 6/7/02. CSR closed a case instead of displaying it to the coordinator to send response. We sent out
condolence letter & claim form on 7/2/02.

1A8803388 - The claim form fron ived on 2/13/03 and processed on 2/17/03 (2 days). We met the standard #13 1~
The claim form f it oniginal death certificate recelved on 2/10/03. We built a new policy on 3/18/03 (26 days. Late, bul not 110 days).
Building a new palicy took a while because we had to adjust cost basis, port out, and finally build & . Sefting up a SWIP was not completed until
5/10/03. However, we got following phane calls (been in touch with (e IW&

= 3/26/03 w-znjv.rised us to hold off on setting up SWIP as she is still deciding if she wants to start RMD in 2004 or 2005. Confirmation of new policy #
sent at this point.

«_ 57103 (P acised us that she would like the payment to start in 2004.

There were ten (10) deferred annuity claims, 13
immediate annuities claims and one (1) waiver of
premium claim in which the Companies did not complete
investigation of the claim within the required 30 days of
notice of claim. See Appendix 7

17

12

Income Annuity Department Response:
1A9103401- No claim was filed. We discovered the death via aulomated search. Benefits ceased upon death.

AADB47196- There was no claim. Benefils were life contingent & ceased upon death. We received Death Cert on June 12, and sent letter requesting
reimbursement of overpaid benefits on June 24. We received reimbursement on July 3.

B10110127- There was no claim. Benefils were fife confingent & ceased upon death.
+ With immediate annuities, there is no question of affirming or denying “coverage;

» When an annuitant dies, beneficiaries do not submit a clzim. They simply nolify the company of the death, and the company follows the terms of the
conlract,

« The annuity contract does not provide any death benefits;

« The contract provides that guaranieed annuity benefits will conlinue to be paid as scheduled to the designated beneficiary, and thal life contingent
benefits cease;

Any references lo policy numbers, names, or any personally identifiable information will be removed from the document befare il is made public.
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+ In some cases, the company leams of the annuitant's death before anyone has nolified us. We take steps to notify interesied parties and lo teminate or
re-direct annuily gayments according to ihe terms of the conlract,

Individual Life Depariment Response:
AAD440557 (WP2)

Natice of Claim was received 12/3/02 and an acknowledgement letter was mailed to the claimant 12/10/02. Walver of premium claim forms and cther
required documents were received 12/18/02. The claim record reflects that the waiver claim was approved 1/9/03 and the policy was placed on waiver
status with a retroactive effective date of 1/7/02.

Our 1/9/03 approval letter and premium refund check wers inadvertently mailed to the incomect address. A stop payment was placed on {he refund check
and a second approval letter and refund were sent to the claimant 2/8/03. The Individual Claims quality assurance program includes a lime service goal of

paying all approved claims in 5 days or less after receipt of all needed documents. We will continue to stress this time service goal during training sessions
and department meetings.

Retirement Services Department Response:

LP1084209 - We received natification of death on 8/16/02. We sent out condolence lefter and claim forms on 8/21/02 (3 days). We recaived death
certificate an 10/25/02,

We received claim form from--n 10/31/02; however, it wasn't notarized. We sent out missing information letter on 11/8/02 (8 days). Three
days after that (11/13/02), an aliciney called to inquire on a claim. CSR advised him that we needed notarized signature. We found out on 1/8/03 that we
received paperwork on 11/16/02 but did not log them on time in eror. Therefore, it did not get processed on time. We processed this claim on 1/7/03. The
request was not all in order until 11/16/02.

We received claim form from another beneficiary -) on 10/29/02. We processed a claim on 11/6/02 (6 days). The requestwas not allin order
until 16/29/02.

LP1066978 (401(k) group case): Withdrawal requests are signed by employeritrustee and processed through the plan’s third party admiaistrator. Symetra
has no direct contact with the plan parficipants, This finding likely refers to the‘ death benefit (last 4 digits ssn are‘ DSHS had placed a lien on
wr. S account for back child support. £ull sumender request recaived and paid 5i22/03.

AB903214

» We received a claim form on 12/6/02, On 12/19/02 (9 days}, CSR advised beneficiacy of his benefit amount.

+ The heneficiary indicated on 12/27/02 (5 days after we advised beneficiary of his benefit amount - excluding holiday) that he would like to have
soimething in writing.

« Weran the 5 year illustration and sent to the beneficiary on 1/3/03 (4 days after beneficiary advised us that he would like his benefit amount in writing —
excluding holidays).

« There was a miscommunication between beneficiary and us. We processed 5 year illustration because we thought that the beneficiary wanted to find out
how much his benefit amount will be first before processing. Beneficiary actually wanted to go ahead with 5 year option in addition to getting the benefit
amount in writing,

* When we found out the misunderstanding on 3/31/03, we contacied a client on the same day and started a peri process on the same day, The process
was completed on 4/4/03 (4 days after 3/31/03).

AN0B35178 -Beneficiary wanted us o hold the funds. We sent the letter to the beneficiary advising him of the fact that the funds must be depleted within 5
years, we failed to folfow-up.

ANDB35708 - We received a ¢laim form and the death cerlificate on 1/3/03. Beneficiary elected to receive payments over 5 years; therefore, we set the
payment up on 1/10/03 (5 days — manual methed). We met the standard. Somelime during 2003 {Around May), business decision was madg to autornate
these types of pelicies, so we processed on 6/4/03

AN08E2350 -Claim form received on 2/25/03. We processed port on 311103 (10 days). Account build completed on 4/9/03.

AND862502 - We received a claim form on 1/30/03. We processed the claim for two of the benaficiaries on 2/6/03 (3 days). However, the last of the
beneficiary ( elected to defer. Processing this claim look a while as it involved perting a contract, adjusting cost basis, and building 2
new policy.

Any references to policy numbers, names, or any personally identfiable Information will be removed from the document before it is made public.
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LP1092572 - We recelved death claim request on 6/6/02. We did send out missing requirements letter on 11/6/02 for Lefter of Testamentary and Federal -
Income Tax withholding. Between 6/6/02 and 11/6/02, file indicates we've been in touch with a beneficiary, but the documentation is sketchy. We
processed a claim on 12/10/02

1A8801528 - Nafification of death documented on 6/7/02. We sent out condalence letter & claim form on 7/2/02 (17 days). We received 2 claim form on

8/20/02. Sent out missing requirement letter (needed notarized or certified death cerificate). Received original death cedificate on 10/16/02 and we
processed a claim on the same day.

1A8803325 - Nofification of death received on 3/24/03. Condolence letter & claim form mailed on 3/24/03. We received proper paperwork on 4/4/03. On
4/21/03 (11 days), we advised the client that he would receive check. This meets the standard. We processed a claim on 4/25/03 {15 days).

1AB803388 - The daWreceived on 2/13/03 and processed on 2/17/03 (2 days). We met the standard #13 fo/( RN
The claim form from ih onginal death cerfificate received on 2/10/03. We buill a new policy on 3/18/03 (26 days. Late, bul not 116 days).
Building 2 new pelicy iook a while because we had to adjust cost basls part oul, and finally buikl a policy. Setting up a SWIP was not compleied until
5/10103. However, we got folowing phene calls (been in fouch wi_ from

« 3/26/03 -Qpadvised us to hold off on setting up SWIP as she Is still deciding if she wants to start RMD in 2004 or 2005. Confirmation of new policy #
sent at this point.

* 5/7/03 -qfidvised us that she would like the payment to start in 2004.

There were nine (3) deferred annuity claims, 13
immediate annuities claims and fwo (2} waiver of
premium claims in which the Companies did nol advise
of the acceptance or deniat of the claim with the required
15 working days of receipl of proof of loss. See
Appendix 8.

17

13

Income Annuity Department Response:
1A9103401- No claim was filed. We discovered the death via automated search. Benefits ceased upon death,

AADG47196- There was no claim. Benefits were life contingent & ceased upon death. We received Death Cert on June 12, and sent letter requesting
reimbursement of overpaid benefits on June 24. We received reimbursement on July 3.

B10110127- There was no claim. Benefits were life contingent & ceased upon death.

AAD574577- Notice of death received 1/28/03. Call back to customer same day. Only remaining annuity benefit was due 12/15/03. Paperwork received
from beneficiaries on 4/30/03. All beneficiaries were paid on time.

« With inmediate annuities, there is no question of affirming or denying “coverage;

« When an annuitant dies, beneficiaries do not submit a claim. They simply notify the company of the death, and the company follows the terms of the
contract;

« The annuity contract does not provide any death benefits;

¢ The contract provides thal quaranteed annuity benefits will continue 10 be paid as scheduled to the designated beneficiary, and that life cantingent
benefits cease;

= |n some cases, the company leams of the annuitant's death befere anyone has notified us. We take steps 1o nolify interested parties and to terminate or
re-direct annuity payments according to the terms of the cantract

Individual Life Department Response:

AAQ440557 (WP2)

Notice of Claim was received 12/9/02 and an acknowledgement letter was maiied to the claimanl 12/10/02. Waiver of premium claim forms and other
required documents were received 12/18/02. The waiver claim was approved 1/9/03 and the policy was placed on waiver status retroactive to 1/7/02. Our
1/9/03 approval letler and premium refund check were inadvertently mailed to the incomect address. A stop payment was placed on the refund check and a
second approval letler and refund were sent (o the claimant 2/6/03. The Individual Claims quality assurance program includes a time service goal of paying
all approved claims in 5 days o less after receipt of all needed documents. We will continue to stress this ime service goal during training sessions and
depariment meelings.

AADG29760 (WP4)

Waiver of premium claim forms and other required documents were received 12/3/02. The claim was approved and placed on waiver slalus refroactive to
12/15/01, Our approval letier and premium refund check were mailed to the claimant 1/6/03. Qur quality assurance program includes a time service goal of
paying ali approved claims in 5 days or less after receipt of all needed documents. We will continue to stress this time service goal during lraining sessions
and deparimeni meelings.

Any references to policy numbers, names, or any personally identifiable information will be removed from the document before it is made public.
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Retirement Services Department Response:

LLP1084208 - We received nctification of death on 8/16/02. We sent out condolence letter and claim forms on 8/21/02 (3 days). We received dealh
cerlificate on 10/25/02.

We received claim form rmmPn 10/31/02; however, it wasn't notarized, We sent oul missing information letter on 11/8/02 {6 days). Three
days afler that (11/13/02), an attomey called 1o Inquire on & claim. CSR advised him that we needed notarized signature. We found oul on 1/8/03 that we
received paperwork ori 11/16/02 but did not log them Into Clarify on time in error. Therefore, il did not get processed on time. We processed this claim on
177103, The request was not all in order until 11/16/02.

We received claim form from another beneficiary -on 10/29/02. We processad a ctaim on 11/6/02 (6 days). The request was not all in order
until 10/28/02.

LP1066978 (401{k) group case). Withdrawal requests are signed by employeriziea and processed through the plan's third party administrator. Symetra
has no direct contact with the plan participants. This finding likely refers to 2alh benefil (last 4 digils ssn ared DSHS had placed a lien on
Mr.‘coount for back child support. Full sumender request received and paid 5/22/03.

2A8903214 - We received nofification of death on 11/13/02. We sent out condolence letter and claim forms on 11/25/02 (8 days). We received a claim form
on 12/6/02. Cn 12119/02, CSR advised beneficiary of his benefit amount. At this point we met the standard #13.

ANDB35708 - We received a claim form and the death certificale on 1/3/03. Beneficiary elecied to recsive payments over 5 years; therefore, we set the
payment up on 1/10/03 {5 days — manual method). We met the standard. Sometime during 2003 (Around May), business decision was made to automate
these types of policies, so we processed port on 6/4/03

AN0852350 -Nolification of death received 1/22/03. Sent out condolence letier with death claim farm on 1/29/03 (5 days). Claim form received on 2/25/03.
We processed port on 3/11/03 (10 days). Completed on 4/3/03

AN0B62502 ~ We received a claim form on 1/30/03. We processed the claim for two of the beneficiaries on 2/6/03 (3 days). However, the last of the

beneficiary (RIS /e cled to defer. Processing this claim took a while as it involved parting a contract, adjusting cost basis, and building a
new policy

LP1092572 - We received death claim request on 6/6/02. We did send out missing requirements letter on 11/6/02 for Letter of Testamentary and Federal

Income Tax withholding. Between 6/6/02 and 11/6/02, it looks like we've been in touch with a beneficiary, but the documentation is sketchy. We processed
a claim on 12/10/02

1ABB03325 - We received a proper document on 4/4/03. We processed a claim on 4/25/03 (15 days). Therefore we met the standard #13.

1AB803388 - The claim forgy reived on 2/13/03 and processed on 2/17/03 (2 days). We met the standard #13 fr

The claim farm from, 1ongmial death certificate received on 2/10/03. We built a new policy on 3/18/03 (26 days. Late, bul not 116 days).
Building a new policy [oox a while because we had to adjust cosl bagis, el ut and finally build a policy, Setting up a SWIP was not completed until
5/10/03. However, we got following phone calls (been in touch w“an—

= 3/26/03 -dvised us 1o hold off on setting up SWIP as she is still deciaing if she wanis 10 start RMD in 2004 or 2005, Confirmation of new policy #
sent al this point.

= 57/03 .udvised us that she would like the payment to startin 2004,

There were nine (9) deferred annuity claims, 13
immediate annuities claims and one (1) waiver of
premium claims in which the Companies did not advise
the clainiants in writing of the need for additional
processing time within 45 days of the initial notice of
loss. See Appendix 8.

17

15

Income Annuity Department Response:
1A8103401- No claim was filed. e discovered the death via automated search. Benefits ceased upen dealh.

AADB47196- There was no claim. Benefits were life contingent & ceased upon death. We received Death Cert on June 12, and sent letier requesling
reimbursement of overpaid benefits on Juna 24. We received reimbursement on July 3.

B10110127-There was no claim. Benelils were life contingent & ceased upon dealh.

AAQ574577-Nolice of dealh received 1/29/03. Call back lo custamer same day. Only remaining annuity benefit was due 12/15/03. Papenwork received
from beneficiaries on 4/30/03, All beneficiaries were paid on time.

See general comment for standard 13 above. Once all paperwork is received, the actual payment of the annuity benefit may be months or even years
away, because itis paid only upon its due date.

Individual Life Depariment Response:

Any references Lo policy numbers, names, or any persanally identifiable information will be removed from the decument before it is made public.
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AAD440557 (WP2)

Notice of Claim was received 12/8/02 and an acknowledgement letter was mailed to the claimant 12/10/02. Waiver of premium claim forms and other
required documents were received 12/18/02. The waiver claim was approved 1/9/03 and the policy was placed on waiver status retroactive to 1/7/02. Our
119/03 approval letter and premium refund check were inadvertently mailed {o the incorrect address. A stop payment was piaced on the refund check and a
second approval letter and refund were sent to the claimant 2/6/03.

Thirty-one days elapsed from date of nofice on 12/9/02 {o date of approval on 1/9/03 and 59 days elapsed from the 12/9/02 date of notice lo the 2/6/03 dale
of payment. Because the claim was approved wilhin 45 days of first notice of claim, no 45 delay letter was required. Appendix 8, Standard #15 indicates that
77 days elapsed and | am not sure how that number derived.

Retirement Services Depariment Response:

LP1084209 - We received notification of death on 8/16/02. We sent out condolence letter and claim forms on 8/21/02 (3 days). We received death
certificate on 10/25/02.

We received claim form fmmVn 10/31/02; however, it wasn't notarized. We sent out missing information letter on 11/8/02 (6 days). Three
days after that (11/13/02), an a y called 1o inquire on a claim. CSR advised him thal we needed notarized signature. We found aut on 1/6/03 that we
received paperwork on 11/16/02 but did not log them into Clarify on time in error. Therefore, it did not get procassed on fime. We processed this claim on
17403, The request was not all in order until 11/16/02.

We received claim form from another beneficiary (i JJIpn 10/29/02. We processed a claim on 11/6/02 (6 days). The request was not all in order
until 10/28/02.

LP1066978 {401(k) group case): Withdrawal requests are signed by employer/trustee and processed through the plan's Hird party administrator. Symetra
has ne direct contact with the olan participants. This finding likely refers 1o 1h-eath benefil (fast 4 digits ssn ar ). DSHS had placed a lien on
Mr,-coount for back child support. Full surrender request received and paid 5/22/03.

2A8903214 - We recelved a claim form on 12/6/02, On 12/19/02 (9 days), CSR advised beneficiary of his benefil amount.

« The beneficiary indicated on 12/27/02 (5 days after we advised beneficiary of his benefit amount — excluding holiday) that he would like to have
something in writing.

« We ran the 5 year illustration and sent to the beneficiary on 1/3/03 (4 days after beneficiary advised us that he would like his benefit amount in writing -
excluding holidays).

= There was a miscommunication between beneficiary and us. We processed 5 year illustration because we thought that the beneficiary wanted fo find out
how much his benefit amount will be first before processing. Beneficiary actually wanted lo go ahead with 5 year cption in addition to getling the benefil
amount in writing.

+ When we found out the misunderstanding on 3/31/03, we contacted a client on the same day and started a port process on the same day. The process
was completed on 4/4/03 (4 days after 3/31/03). .

AN0B35708 — Notification of death documented on 11/1/02. We sent condolence letter and claim forms on 11/6/02 (5 days). We received a claim form and
the death cerfificate on 1/3/03. Beneficiary elected 1o receive payments over 5 years; therefore, we set it up on 1/10/03 (5 days — manual method).
Somelime during 2003 {Around May), the decision was made 1o automale these types of policies, so we processed port on 6/4/03.

AND862350 -Claim form received on 2/25/03. We processed port on 3/11/03 (10 days). Completed on 4/9/03. Processing a port sometimes takes ionger.

AN0862502 - Notificalion of death received 1/27/03. We received a claim form on 1/30/03 (3 davs). We progassed the claim for two of the beneficiaries on
2/6103 (3 days). We met the standard on these two beneficiaries. Last of the beneficiary ﬂbd&d to defer. Processing this claim look a
while as it involved porting a confract, adjusting cost basis, and building a new policy.

LP1092572 - We received death claim request on 6/6/02. We did send out missing requirements letter on 11/6/02 for Letter of Testamentary and Federal
Income Tax wilhholding. Between 6/6/02 and 11/6/02, file indicates we've been in louch with a beneficiary, but the documentation is skelchy. We
piocessed a claim on 12/10/02

1AB803325 - We received death certificate on 4/4/03. We processed a claim on 4/24/03 (14 days) and sent out check on 4/25/04 (15 days). We met the
standard #15.

1AB803388 - The claim form fran reived on 2/13/03 and processed on 2/17/03 (2 days). We mel the standard #15 k~
The claim form from oninal death certificate received on 2/16/03. We built a new policy on 3/18/03 (26 days. Late, but not 116 days).

Building & new policy look a whil: because we had to adjust cost basis, pord oul, and finally build a policy. Setling up & SWIP was not completed until

Any references to policy numbers, names, or any personally idenliflable information will be remaved from the document before it is made public.
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5/10/03. However, we got following phone calls (been in touch with L

o 3/26/03 - @M vised us to hold off on seting up SWIP as she s still deciding if she wants to start RMD in 2004 or 2005. Confimation of new policy #
sent al this point.

» 57103 -{idvised us that she would like the payment to start in 2004.

There was one {1) declined annuity of 94 individual

signed by the agent when processing replacementls
submitted on the Virlual Producer web application tool.
The eariiest version of this tool allowed printing of the
web application but did nat show the replacement

22 2 Retirement Services Department Response:
defemed and immediate annuity files (¥DAZ, Policy #Not No policy # issued; change procedure to issue a policy number and retain a copy of the application, reason for declination and all related comespandence.
Assigned) which did not include a copy of the application POy ey - ) Sy el o ' ' P
inthe file We are adding this fo the New Business procedures.
Based on the number of files reviewed, we feel the error #s were within a reasonable margin of error.
Three (3) of 73 Safeco Life and one (1) of 27 American 22 3 Income Annuity Department Response:
dS“?ies rée\:gusme(is ﬁﬁo ?;d Ng? (123 of 41ﬂ_mdr1\.rlzdual AA0775297-Direct rollover fram multiple sources often lakes longer than anticipated to receive incoming funds. A new staff member erred in not using H.0.
FIEIBdanc ona Jof S0+ (hEta RIS ABs space to document agreed change o annuity stant date. Manager notes that employee was subsequently reminded of carrect procedure.
conlained allerations 1o the application that were nol ] k
initialed by the applicant. See Appendix 9. Individual Life Department Response:
We did miss material change policy # AA3063771 in reference to product type. Our process is to amend malerial changes to the appiications and have the
amendment signed on pelicy delivery. Material changes would include: product, undemwriting information, beneficiary, amount of coverage, etc. Cur
practice is to not amend information such as phone number or address. Typically, other sources will verify this information for us. AA3076483, AA3073135
and 0100904410 contained missing or altered information which we were able to obtain from other sources.
Retirement Services Department Response:
Changing procedure to require applicant initials on all changes.
We are changing our procedure o either confirm the client change via our recorded line with the client or request them fo initial any changes.
Based on the number of files reviewed, we feel the error #'s were within a reasonable margin of error.
There were 55 Saleco Life and_six (6) American Siates 22 10 Individual Life Department Response:
s iox peies (At icenthed &5 ies 1o/ These are lerm illustrations showing term rates that are quaranteed. They show no non-guarantee values and do not meet the OIC's definition of an
markefed without an illustration. Ten (10) of these Hiusteation
Safeco Life tiles contained forms labeled as illustrations )
even though the forms do not meet the OIC definilion of
illustrations as outlined under RCW 48.23A.040(1). This
use of the term iltustration is misieading. See Appendix
g9,
Five (5) of 18 Sa_leco Life and two {2)\0[ 21 American 23 11 Individual Life Department Response:
States New Business files contained incomplete Our training requires the enlire illustration 1o be obtained for products that are illustrated. We have strengthened both our audil and training process.
_illuslrations. See Appendix 9.
One (1} of 50 life replacement files (SLC# 47, Policy 24 2 Individual Life Department Response:
#AA3505186) contained a completed replacement o ; ; ; i Audi h ae ?
staement thal was not signed by tha applicant. One 1) AALT905186 Re?lacement form has 2 pages. Applicant signed on page 2 where signature line appears. Auditor may not have seen page 2.
of 19 annuity replacement files (SLC# 50, PDitY #LP Retirement Services Department Response:
1101684) shows a “Nao” answer to the replacement LP1101684- Our procedures have been updated to ensure this is completed on the apolication. We have also included this on our checklist for the Service
question with no amendment in the file showing the Representatives 1o confirm whether this was compleled by the agent or not.
coriection. Based on the number of files reviewed, we feel the etror #s were within a reasonable margin of error.
Ont_a (1) of 38 life extemal reptacement files (QIC 48, 24 10 Individual Life Department Response:
rﬂ"‘fyre’z”"::‘&T‘ssziﬂ'd b ol the Letler faxed by agent indicating applicant decided was not going 1o replace. Received signed amendment stating “no replacement”.
i [ ceme! m. <
e i ’ Based on the number of files reviewed, we feel the error #'s were within a reasonable margin of error.
The Companies do not require a replacement slatement 25 3 Individual Life Department Response:

In the on-line application process, the agent fills out the application while the applicant provides the answers. In the process the questions of whether .
replacement of an existing policy is part of the iransaction is asked. The agenl selecis the appropriate answer. 'f the answer is yes, the process is to print
out the application and move forward with a paper application. If the answer is no, the electranic process continues. Al the end of the process the agent fills
out a section entitied “Progucer Information” (hat asks information required for verifying the producer. Following obtaining this information the agent checks a

Any references lo policy numbers, names, or any personally identifiable informalion will be removed from the decument before it is made public,
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question as having been completed. The most current
version does show the replacement question as
answered but without a signature by the agent. The
Companies delermine whether the replacement question
is answeied by reviewing the Web Application Report
on-iine, however this document does not allow for an
agent signature. Thirleen (13) of 50 life replacement
files were done on the Vinual Producer with no
signatures

“Yes (submit}” button.

President William J. Clinton signed the Electronic Signalures in Global and Nafional Commerca Acl on June 30, 2000. This law pre-empts slate e-signature
law to the extent that it conflicts wilh il.

The definifion of “Electronic Signature” in the Federal act is as follows" “The tenm ‘electronic signature’ means (a] process, attached lo or logically associated
with a contract or other record and ...adopted by a person with the intenl to sign the record.”

The clicking on the *Yes {Submil}” buton described above is “logically associated” with the questions regarding replacement and the agents information.

Four {4) of 19 annuity replacement files did not have the
agent's signature on the agent replacement question.
See Appendix 10.

25

Retirement Services Department Response:
LP1110645, LP1110731, LP1110537 & LP1101684
The replacement forms were completed and signed by the agent but the question en the application was not answered.

Our procedures have been updated to ensure this is completed on the application. We have also included this on our checkiist for the Service
Representatives to confirm whelher this was completed by the agent or not,

There were 13 of 38 extemal life replacement files
reviewed in which the replacement statement did not
identify all existing lfe insurance by insurer, insured and
contract number,

25

Individuat Life Department Response:
Allin force coverage was identified and proper notification was given,

There was one (1) of 18 extemal annuity replacement
files Iha! involved the fransfer of funds from two (2)
carriers but only hsted one (1) on the replacement notice.
See Appendix 10.

25

Retirement Services Department Response:
LP1110342

We have added to our procedures lo ensure lhat replacement forms list all providers that are being replaced. This has also been added to our checkiist for
review.

Based on the number of files reviewed, we feel the error #'s were within a reasonable margin of errar.

There were nine (9) of 37 extemal life repiacement files
reviewed in which the replacement notice was not sent
within three (3) days. One (1) file did not have a receipt
date on the application, and the ime requiremnents could
not be determined. One (1) file did not contain a notice
of replacement.

25

Individual Life Department Response:
We conlinually review our replacement process and lighten it o be sure we meet replacement standards. All appiicafions are dale stamped.
The file that did not contain a notice of replacement was not a replacement. There was a signed amendment in the file indicating no replacement.

There were two (2) of six (6) external annuity
replacements in which the replacement notice was not
sent to the existing camier within three (3) days. See
Appendix 10.

26

Retirement Services Department Response:
V000025454, LP1108116

We have added additional language to our precedures to ensure that replacement forms are mailed within 3 business days of receipl.

Two (2) of 12 variable annuity replacements involved
reptacement of a variable annuity with a fixed annuity.
Ten (10) variable annuity replacements did not include
the 20 day free look provision. See Appendix 10.

26

Retirement Services Department Response:
The free look provision must be printed on or affixed to the contract cover.

We have updated our procedures to ensure that the contracts have the 20 day right o examine sticker placed on them before they are senl to scanning. We
also have a Quatity Analyst who is reviewing the contracls to ensure they are correct before they are mailed out.

One (1) of 31 deferred anauity forms reviewed (OIC #22,
Conlracl #LP1111475) used Application form LPC 1161
3/00 which was nol filed with lhe OIC. The Companies
indicated that this is a form for another state that was
used in error, The Companies did not request that the
agenl resubmit the application with an approved form.

27

Retirement Services Department Response:
Clarify procedure o require rejection of any application form nol approved by the state of issue. Must require agents to use approved forms.

We have updaled procedures to ensure that the correct application is used during the sale and if not we will either collect the correct application or reject the
business.

Any references to policy numbers, names, or any personally identifiable information will be remaved from the document before it is made public.




Ref #

1{0IC 19)

2 (0IC 14)

3 (0IC 18)

4 (OIC 18)

Ref#

1(0IC 32)
2(0IC 59) &
(OIC 60)
3 (OIC 63)

4 (OIC 66)

5(0IC 79)

American States

Palicy Number

0100909594

0100508456

0100903572

0100903673

Safeco Life

Policy Number

AA3073358
AA4100023
AA4100020
AA3061331

AA3070061

AA3903750

Agency

Arthur Strand Insurance

Sioan Leavitt Insurance Agency

The Unity Group Inc

American Mutual Ins Sves LLC

Agency

Michael Wong Insurance Agy
US Bancorp Insurance Service
US Bancorp Insurance Service

Duda-Hodges Ins Agy

James T. Borello & Co

Agent

Kenneth L. Osbhorne

Robert M. Ashton

Susan Satterthwaite

William R. Smallwood

Agent

Keene Ung
Max Benson
Max Benson
Martha Hoover

Ernest Clouse

John B. Wilson

Current
Agency Stat #

2102505701

2611225402

2102035734

2102018101

Current
Agency Stat #

2101604201
2102804211
2102804211
2611465706

2611041601

2428749407

Agency
Appointment Date

07/01/1978

07/15/1895

11/15/1594

02/01/1999

Agency
Appointment Date

07/01/2002
04/23/2003
04/23/2003
05/30/2001

04/28/2003

05/01/1998
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