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Dear Mr. Bromiey:

The Department has reviewed your Company’s proof of compliance and deems it adequate and
sufficient. Therefore, the Department is closing its file on this exam.

I intend to ask the Director to make the Examination Report available for public inspection as
authorized by 215 ILCS 5/132. At the Department’s discretion, specific content of the report
may be subjeet to redaction for private, personal, or trade secret information prior to making the
report public. However, any redacted information will be made available to other regulators upon
request.

Please contact me if you have any questions.

Sincerely,
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Jack Engle, MCM

Assistant Deputy Director-Market Conduct and Analysis
Hlinois Department of Insurance

320 West Washington- 5th Floor

Springfield, 1L 62767

217-558-1058

E-mail: Jack.Engle@Illinois.gov
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SUMMARY

A comprehensive market conduct examination of John Hancock Life Insurance Company
(U.S.A) and John Hancock Life & Health Insurance Company (collectively referred to as the
“Companies”) was performed to determine compliance with Illinois Statutes the and Illinois
Administrative Code.

The following represents general findings, however, specific details are found in each section of
the report. These findings are for John Hancock Life Insurance Company (U.S.A.) only. There
were no findings for John Hancock Life & Health Insurance Company.

TABLE OF TOTAL VIOLATIONS
Eiles Number
Crit# | Statute/Rule | Description of violation | Population Revi of Error %
eviewed Violati
iolations
50 HI. Adm. .
1 Code %ﬁgr'ﬁoggtlsrrnrgrisr_e 533 82 2 2.4%
919.50(a)
2151LCS Paid Long Term Care 0
2 5/368a(c) Claim Settlements — 533 82 ! 1.2%
50 HI. Adm. .
3 Code Deg;‘: 'c‘:?;?n:irm 15 15 3 20%
919.50(a)
215 ILCS Denied Long Term 0
4 5/368a(c) Care Claims - 15 15 ! 6.6%
50 HI. Adm. . .
6 Code LI;?eVr\r]/?:l\:r?I;Of 8 8 2 25%
919.50(a)
215 ILCS Declined Life 0
" |s1011(A)1) | Applications - 147 7 ! 1.3%
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BACKGROUND

John Hancock Life Insurance Company (U.S.A.) (NAIC 65838)

The Company was incorporated on August 20, 1955, in the state of Maine as the Maine Fidelity Life
Insurance Company and commenced writing business on January 31, 1956. On December 30, 1982,
the Company became a wholly owned subsidiary of The Manufacturers Life Insurance Company
(*MLI”) when MLI acquired all of the then issued and outstanding shares of the Company. The
Company subsequently changed its name to The Manufacturers Life Insurance Company (U.S.A.) on
July 31, 1990, and re-domesticated to Michigan as of December 30, 1992.

On January 1, 2002, the Company merged with its immediate parent, Manulife Reinsurance
Corporation (U.S.A.), a Michigan insurer, and its wholly owned subsidiary, The Manufacturers Life
Insurance Company of North America, a Delaware insurer, with the Company surviving.

Also, on January 1, 2002, by way of assumption reinsurance, the Company assumed all of the
insurance business, including all assets and liabilities, of its wholly owned subsidiary, The
Manufacturers Life Insurance Company of America, which was subsequently merged with and into
the Company on December 5, 2005.

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

On December 31, 2009, the Company merged with its affiliates, John Hancock Life Insurance
Company and John Hancock Variable Life Insurance Company, both Massachusetts insurers, with
the Company surviving.

John Hancock Life & Health Insurance Company (NAIC 93610)

The Company was incorporated on May 27, 1981, under the laws of the State of Delaware as the
MONY Pension Insurance Company. It commenced business on October 26, 1981. On December 4,
1987, a Certificate of Amendment was filed in the Office of the Secretary of the State of Delaware,
amending the Certificate of Incorporation, changing the name of the Company to Colonial Penn
Annuity and Life Insurance Company.

On December 30, 1987, the Company was acquired by Colonial Penn Life Insurance Company
(CPL), a Pennsylvania corporation, which was a wholly owned subsidiary of Colonial Penn Group
Inc. Colonial Penn Group Inc. was an insurance holding company incorporated under the laws of the
State of Delaware, and was a wholly owned subsidiary of FPL Group Inc., a Florida corporation.

On August 16, 1991, FPL Group Inc. disposed of the entire Colonial Penn Group Inc., selling it to
Charter National life Insurance Company (Charter), a subsidiary of the Leucadia National
Corporation (Leucadia), the ultimate parent at that point.

During the beginning of 1993, the Company’s entire book of business was ceded in two primary
blocks. At the same time, a $637 million block of Single Premium Whole Life policies was assumed
from Charter, the company, which originally wrote the business.



On June 23, 1993, John Hancock Variable Life Insurance Company (JHVLICO), a Massachusetts
corporation, which is a wholly owned subsidiary of the John Hancock Life Insurance Company
(JHLICO), also a Massachusetts corporation, acquired the Company from CPL. Shortly thereafter, on
July 7, 1993, the Certificate of Incorporation was amended again to change the name of the Company
to John Hancock Life Insurance Company of America.

On January 20, 1998, a Certificate of Amendment of the Certificate of Incorporation was filed with
the State of Delaware Secretary of State to again change the name of the Company to Investors
Partner Life Company. On March 5, 1998, a Certificate of Correction to the Certificate of
Amendment of the Corporation was filed to correctly reflect the name of the Company to be
Investors Partner Life Insurance Company.

On April 28, 2004, John Hancock Financial Services Inc., the parent of JHLICO, merged with
Manulife Financial Corporation, and Manulife Financial Corporation became the ultimate parent of
the Company. Effective August 10, 2004, Investors Partner Life Insurance Company changed its
name to Manulife Insurance Company. The name change was reflected on Certificate of Authority
No. 4382P, issued by the Delaware Department of Insurance on September 8, 2004.

Effective April 4, 2008, Manulife Insurance Company changed its name to John Hancock Life &
Health Insurance Company (JHLH). The name change was reflected on Certificate of Authority No.
4848P, issued by the Delaware Department of Insurance on April 10, 2008. Effective January 1,
2009, the Company re-domesticated to Massachusetts.

On December 31, 2009, JHLH’s direct parent JHVLICO and its direct parent JHLICO merged with
and into John Hancock Life Insurance Company (U.S.A.) (JHU.S.A.). The Company is a wholly-
owned subsidiary of JHU.S.A., with the ultimate parent being Manulife Financial Corporation,
Canada.

The Company does not have an agency force, service providers, third party administrators (TPA),
wholly owned agencies, or an agency system plan or managing general agents (MGA).

JHU.S.A. provides administrative services relating to individual and group long term care policies,
individual life policies and annuity contracts. The following services are performed on behalf of the
insurance companies:

* Collecting premiums;

 Handling contractual changes;

» Answering customer calls and letters;

* Processing and paying claims;

* Interfacing with regulatory authorities, and;
» Maintaining appropriate records.



Total Direct Premiums Written in Illinois for Life and Annuity insurance for John Hancock Life
Insurance Company (U.S.A.) was as follows:

Total Written Premium In Illinois 2013 IL
Year (Per Schedule T of the Annual Market Share
Statement)
2013 $750,139,469 3.69%

Total Direct Premiums Written in Illinois for Life and Annuity insurance for John Hancock Life
& Health Insurance Company was as follows:

Total Written Premium In Illinois 2013 IL
Year (Per Schedule T of the Annual Market Share
Statement)
2013 $869,152 0.14%




III. METHODOLOGY

The Market Conduct Examination covered the business for the period of January 1, 2013 through
December 31, 2013. Specifically, the examination focused on a review of the following areas:

Operations/Management
Complaint Handling
Marketing and Sales
Producer Licensing
Policyholder Service
Underwriting and Rating
Claims

NogakownpE

The review of the categories was accomplished through examination of complaint files,
advertising materials, appointed and terminated producer files, policyholder files, new business
application files, and claim files. Each of the categories was examined for compliance with
Department Regulations and applicable State laws.

The report concerns itself with improper practices performed by the Companies which resulted
in failure to comply with Illinois Statutes and/or Administrative Rules. Criticisms were prepared
and communicated to the Companies addressing violations discovered in the review process. All
violations were cited in the report.

The following methods were used to obtain the required samples and to assure a methodical
selection:

Operations/Management

la. Reviewed audit reports

1b. Reviewed disaster recovery plan

1c. Reviewed third party administrator agreements

1d. Reviewed privacy forms and Company procedures

Complaint Handling

2a. Reviewed complaints received by the Illinois Department of Insurance
2b. Reviewed complaints received by the Company

The Companies provided all files relating to complaints received via the Department of
Insurance and those received directly from consumers.

Marketing and Sales

3a. Reviewed advertising materials utilized during the examination period



Producer Licensing

4a. Reviewed active producers licensed during the examination period
4b. Reviewed producer terminations

Policyholder Service

5a. Sampled life cash surrenders

5b. Sampled extended term insurance/reduced paid up
5c¢. Sampled full cash annuity surrenders

5d. Sampled life waiver of premium

5e. Sampled replacements

Underwriting and Rating

6a. Sampled new business issued during the examination period
6b. Sampled denied life applications during the examination period

Claims

7a. Sampled long term care paid claims made during the examination period

7b. Sampled long term care denied claims during the examination period

7c. Sampled individual life paid claims made during the examination period

7d. Sampled annuity paid death settlements made during the examination period

All claims were reviewed for compliance with policy contracts and applicable sections of the
Illinois Insurance Code (Section 5/1 Article | through XLV) and the Illinois Administrative
Code.



IV. FINDINGS

Unless otherwise specifically indicated, the following reviews and findings are for John Hancock
Life Insurance Company (U.S.A.).

Operations/Management

la. A review of 26 audit reports and forms produced no criticisms.

1b. A review of the Company’s disaster recovery plan produced no criticisms.

1c. A review of 34 third party administrator agreements produced no criticisms.

1d. A review of 12 privacy forms and Company procedures produced no criticisms.

Complaint Handling

2a. A review of 79 complaints received by the Illinois Department of Insurance produced no
criticisms.
2b. A review of 81 complaints received directly from consumers produced no criticisms.

Marketing and Sales

3a. A review of 74 pieces of advertising materials produced no criticisms.

Producer Licensing

4a. A review of 197 agents to determine that the agents were duly licensed produced no
criticisms.
4b. There were no producer terminations during the scope period.

Policyholder Service

5a. Full Life Cash Surrenders - A review of 114 requests produced no criticisms.

5b. Extended Term Insurance/Reduced Paid Up - A review of 79 transactions produced no
criticisms.

5c. Full Annuity Cash Surrenders - A review of 114 requests produced no criticisms.

5d. Life Waiver of Premium - A total of eight (8) files were reviewed. The review concluded
that in two (2) instances the Company failed to affirm or deny liability on claims within a
reasonable time and offer payment within 30 days, which is a violation of 50 I1l. Adm.
Code 919.50(a). A criticism was issued to the Company.

5e. Replacements - A review of 114 files produced no criticisms.



Underwriting and Rating

6a.

6b.

Claims

Ta.

7b.

7c.

7d.

New Business Issued - A review of 124 life and 86 long term care policies issued
produced no criticisms.

Declined Life Applications - A review of 79 declined life applications was completed. In
one (1) instance the Company failed to provide written notification to the applicant of the
reasons for the declination, which is a violation of 215 ILCS 5/1011(A)(1). A criticism
was issued to the Company.

Long Term Care Paid Claims - A review of 82 long term care paid claims was performed.
Our review indicated that two (2) were not settled in a timely manner, which is a
violation of 50 Ill. Adm. Code 919.50(a), and one (1) payment did not include the
required interest, which is a violation of 215 ILCS 5/368a(c). A criticism was issued to
the Company. This error resulted in a total of $36.85 being refunded to the claimant.
Long Term Care Denied Claims - A review of 15 long term care denied claims files was
completed. Three (3) of these claims were initially improperly denied and later paid after
appeal, and one (1) of these payments did not include the required interest, which is a
violation of 50 Ill. Adm. Code 919.50(a) and 215 ILCS 5/368a(c), respectively. A
criticism was issued to the Company. This error resulted in a total of $369.12 being
refunded to the claimant.

Individual Life Paid Claims - A review of 108 John Hancock Life Insurance Company
(U.S.A)) individual life paid claims produced no criticisms. A review of 19 John
Hancock Life & Health Insurance Company individual paid claims produced no
criticisms.

Annuity Paid Claims - A review of 82 annuity paid death settlements produced no
criticisms.



STATE OF FLORIDA )

) ss

COUNTY OF BROWARD )

Douglas Befort, being first duly sworn upon his/her oath, deposes and says:

That he was appointed by the Director of Insurance of the State of Illinois (the
“Director”) as Examiner-In Charge to examine the insurance business and affairs
of John Hancock Life Insurance Company (USA) (NAIC #65838) and John
Hancock Life & Health Insurance Company (NAIC #93610) (the “Company”).

That the Examiner-In-Charge was directed to make a full and true report to the
Director of the examination with a full statement of the condition and operation
of the business and affairs of the Company with any other information as shall in
the opinion of the Examiner-In-Charge be requisite to furnish the Director with a
statement of the condition and operation of the Company’s business and affairs
and the manner in which the Company conducts its business;

That neither the Examiner-In-Charge nor any other persons so designated nor
any members of their immediate families is an officer of, connected with, or
financially interested in the Company nor any of the Company’s affiliates other
than as a policyholder or claimant under a policy or as an owner of shares in a
regulated diversified investment company, and that neither the Examiner-In-
Charge nor any other persons so designated nor any members of their
immediate families is financially interested in any other corporation or person
affected by the examination;

That an examination was made of the affairs of the Company pursuant to the
authority vested in the Examiner-In-Charge by the Director of Insurance of the
State of Illinois;

That she/he was the Examiner-in-Charge of said examination and the attached
report of examination is a full and true statement of the condition and operation
of the insurance business and affairs of the Company for the period covered by
the Report as determined by the examiners;

That the Report contains only facts ascertained from the books, papers, records,
or documents, and other evidence obtained by investigation and examined or
ascertained from the testimony of officers or agents or other persons examined
under oath concerning the business, affairs, conduct, and perforf
Company. /

/e
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IN THE MATTER OF:

JOHN HANCOCK LIFE INSURANCE COMPANY (U.S.A.), NAIC # 65838 and
JOHN HANCOCK LIFE & HEALTH INSURNACE COMPANY, NAIC # 93610

STIPULATION AND CONSENT ORDER

L T L T O LT T L L L L L L LT LI LT, O

WHEREAS, the Director (“Director”) of the Illinois Department of Insurance (“Department”) is a duly
authorized and appointed official of the State of Illinois, having authority and responsibility for the
enforcement of the insurance laws of this State; and

WHEREAS, John Hancock Life Insurance Company (USA), NAIC # 65838 and John Hancock Life &
Health Insurance Company, NAIC # 93610 (“Companies”), are authorized under the insurance laws of
this State and by the Director to engage in the business of soliciting, selling and issuing insurance
policies; and

WHEREAS, a Market Conduct Examination of the Companies was conducted by a duly qualified
examiner of the Department pursuant to Sections 132, 401, 402, 403, 407, and 425 of the Illinois
Insurance Code (215 ILCS 5/132, 5/401, 5/402, , 5/403, 5/407, and 5/423); and

WHEREAS, as a result of the Market Conduct Examination, the Department examiner filed a Market
Conduct Examination Report which is an official document of the Department; and

WHEREAS, the Market Conduct Examination Report cited various areas in which the Companies were
not in compliance with the Illinois Insurance Code (215 ILCS 5/1 et seq.) and Department Regulations
(50 Ill. Adm. Code 101 et seq.); and

WHEREAS nothing herein contained, nor any action taken by the Companies in connection with this
Stipulation and Consent Order, shall constitute, or be construed as, an admission of fault, liability or
wrongdoing of any kind whatsoever by the Companies; and

T rrira o e T Tt T T LR L L LI E L LT 1 T 1 1.1

WHEREAS, the Companies are aware of and understand their various rights in connection with the
examination and report, including the right to counsel, notice, hearing and appeal under Sections 132,
401, 402, and 407, 407.2 of the Illinois Insurance Code and 50 Ill. Adm. Code 2402; and

o B it Y P I e

WHEREAS, the Companies understand and agree that by entering into this Stipulation and Consent

g! Order, they waive any and all rights to notice and hearing; and

i




WHEREAS, the Companies and the Director, for the purpose of resolving all matters raised by the report

and in order to avoid any further administrative action, hereby enter into this Stipulation and Consent
Order.

NOW, THEREFORE, IT IS agreed by and between the Companies and the Director as follows:

1. The Market Conduct Examination indicated one area in which the Companies were not in
compliance with provisions of the Illinois Insurance Code and Department Regulations; and

2. The Director and the Companies consent to this Order requiring the Companies to take certain
actions to come into compliance with provisions of the Illinois Insurance Code and Department
Regulations.

THEREFORE, IT IS HEREBY ORDERED by the undersigned Director that the Companies shall:
1. Institute and maintain procedures whereby all claims are affirmed or denied in a timely manner

and that all denials are supported with proper documentation in compliance with the requirements
of 50 Ill. Adm. Code 919.50(a)(1).

]

Submit to the Director of Insurance, State of Illinois, proof of compliance with the above order
within 30 days of receipt of this Order.

3. Pay to the Director of Insurance, State of Iilinois, a civil forfeiture in the amount of $1,500 to be
paid within 30 days of execution of this Order.

NOTHING contained herein shall prohibit the Director from taking any and all appropriate regulatory
action as set forth in the Illinois Insurance Code, including but not limited to levying additional
forfeitures, should the Companies violate any of the provisions of this Stipulation and Consent Order or
any provisions of the Illinois Insurance Code or Depariment Regulations.



On behalf of JOHN HANCOCK LIFE INSURANCE COMPANY (U.5.A.) and
JOHN HANCOQCK LIFE & HEALTH INSURANCE COMPANY

74
/mv//

Slgnature

CRAXG BRoMLE

Name

b5 iAot

Title

Subscribed and sworn to before me this

1/ day of Sepgonse ~2015.

/:?_;,A Lot [T /if./éc//t—fﬁ:w-—z -
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R R ROSALIE M. CALABRARO
‘W Notary Public
AL Commonwealth of Massachusetts
My Commission Expires August 12, 2016
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DEPARTMENT OF INSURANCE of the
State of Illinois:

Anne Me 1552 Dowlmg
Acting Director
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