PROCEEDING BEFORE THE HONORABLE JANE L. CLINE
INSURANGE COMMISSIONER
STATE OF WEST VIRGINIA

INRE: -
DELTA DENTAL OF WEST VIRGINIA
NAIG #12329

ADMINISTRATIVE PROCEEDING #
11-MAP-02000

AGREED ORDER ADOPTING REPORT OF
MARKET CONDUGT EXAMINATION, DIRECTING
CORRECTIVE ACTION AND ASSESSING PENALTY

NOW COMES The Honorable Jane L, Gline, Insurance Comrissioner of
the State of West Virginia, and issues this Agreed Crder which adopts the Report
of Market Conduct Examination, directs correciive action and 45808808 2 penalty
as a result of findings in the Report of Market Conduct Examination for the
examinatlon of DELTA DENTAL OF WEST VIRGINIA (herelnafter “DELTA
DENTAL") for the examination period ending June 80, 2010 based upon the
following findings, to wit:

PARTIES

1. The Honorable Jane L. Cling Is the Insu'réﬁc;e Gommissioner of the
State of West Virginia (herelnafter the “Insurance Commissioner”) and is charged
with the duty of administering and enforéing, among 6ihér dutles, the provisions
of Chapter 33 of the West Virginia Codé, as amended. |

2, DELTA DENTAL is a non-profit corporation operaﬂng ‘as é dental

service corporation in the State of West Virginia and is authotized by the West




Virginla Offices of the Insurance Commissloner to transact its business as
permitted under Chapter 33 of the West Virginia Code.
3. This statulory market conduct' examination was conducted and
instituted as result and per the authorlty of West Virginia Code § 33.2-9,
FINDINGS OF FACT

1. A Market Conduct Examination concerning thé operational affairs of
DELTA DENTAL for the perlod ending June 30, 2010, was conducted in
accordance with West Virginia Code § 33-2-9 by examiners duly appointed by
the Insurance Commissioner.

2. On Februaty 22, 2011, the examiner filed with the Insurance
Commissionsr, pursuant to West Virginia Code § 33-2-8(j)(2), a Report of Market
GConduet Examination.

‘3. On February 22, 2011, a true copy of the Report of Market Conduct
Examination was sent to DELTA DENTAL by certified and electronic mall and
Was recelved by DELTA DENTAL on February 28, 2011.

4,  On February 28, 2011, DELTA DEN;!‘AL was notified pursuant io
West Virginia Code § 33-2-9(]) (2) that It had thm); (30} days after rec’eipt of the
- Report of Market Cond&fzt Exarﬁination to file a submission or objaction u}it‘h the'
llt‘msuz'ance Commissioner,

5. The Report of Market Conduct Examination included findings

including, but not limited to, the following: three (3) passed standards with

recommendations for future best practices concerning record management,

responding fo complaints and recongiliation of records with WVOIC, Additionally,




DELTA DENTAL falled four (4) standards out of forty-nine (49} including three (3).

related to the handling of producer ficensure and one (1) related to undsrwiiting
and rating. |

6. 'On March 17, 2011, DELTA DENTAL responded to the Regoﬂ of
Market Conduct Examination (“DELTA DENTAL'S Response”) and essenﬁglly
- did not dispuie the facts pertaining to ﬂndingé, comments, resﬁ[ts, observatiohs,
of recommendations cortained In the Report of Market Conduct Examination.

7. Within the referenced response of DELTA DENTAL to the Report of
Market Conduct Examination, a recommendafion was mads to corret;i a non-
substantive error on pags 18 of the Report of Market Conduct Examination. Such
amendment was made fo the Report of Market Conduct Examination dated
March 30, 2011 and will be provided to DELTA DENTAIL. contemporaneously with
this executed agreed order. _ ‘

8. DELTA DENTAL hereby waives additional notice and review of the
Report of Market Conduct Examination, notice of administrative hearing, any and
ali rights to an administrative hearing, and to appellate revlew of any matters
gontained herein this Agreed Order. ‘

9. Any Finding of Fact that s more propetly a Conclusion of Law is
heroby adop.ted as such and Incorporated in the next section.

CONCLUSIONS OF LAW

1. The Insurance Commissioner has jurisdiction over the subject

matter of and the parties to this proceeding.

2. This proceeding is pursuant to and In accordance with Wast

Virginia Code § 33-2-9.




3. That DELTA DENTAL has incurred violations of West Virginia Code
including but not Iimlted to: §§33-12-18, 33-12-25 and 33-24-6(c} v

4. The. Commissioner is charged with the responsibility of verifying’
continued compliance with West Virginia Code and the West Virginia Code of
State Rules by DELLTA DENTAL as well as all other provisions of regulation that
DELTA DENTAL is subjected to by virtué of their Certlificate of 'Authority fo
operate in the State of West Virginia.

5  Any Conclusion of Law that is more properly a Finding of Fact is

hereby incorporated as such and adopted in the previous section,

ORDER
Pursuant to West Virginla Code § 33-2-8(}3)(A). fol.lowing the raview of
the Report of Market Conduct Examination, the examination work papers, and
DELTA DENTAL'S Responss thereto, the Insurance Commissioner and DELTA
DENTAL have agreed to enter into this Agreed Order adopiing the Report of
‘Market Conduct Examination. The Parties have further agreed to the imposition
of corrective action and an administrative penally against DELTA DENTAL as sot’
forth below.
It Is accordingly ORDERED as follows:

" (A)  The Report of Market Conduct Examination of DELTA DENTAL for
the period ending June 30, 2010, is h.ereby ADOPTED and APPRQVED by the
- Insurance Commissioner. '

(B} It is ORDERED that DELTA DENTAL wil CEASE AND DESIST

from falling to comply with the statutes, rules and regulations of the State of West




Virginia concerning any business so handled in this State and more specifically

“the provisions enumerated herein this Order and/or the Report of Market

Conduct Examination adopted herein where applicable.

(C) - It Is further ORDERED that DELTA DENTAL shall continue to

“monitor its compliance with the West Virginia Gode, the West Virginia Code of

State Rules and all laws it Is subject therelo.

(D) Itis further ORDERED ihat within thl'r{y (30} days of the next regulatly
scheduled mesting of its Board of Directors, DELTA DENTAL shali file with the West
Virginla  Insurance Commissioner, in  accordance  with West  Virginia
Code § 33-2-9())(4), affidavits executed by each of s directors stating under oath
that they have received a copy of the adopted Report of Market Conduct
Examination and a copy of this ORDER ADOPTING REPORT OF MARKET
CONDUCT EXAMINATION, DIRECTING ICORRECT]VE ACTION AND

ASSESSING PENALTY.
(E} Itis further ORDERED that DELTA DENTAL shalf ensure compliance

with the West Virginia Code and the Code of State Rules. DELTA DENTAL shall
spedifically cure those violations and deﬂcieﬁcies Identifled In the Report of Market
Conduct including providing appropriate restifution (where applicable) or ofher
handling of the issue sc; as 1o bring the violations into compliance and conformity with
the Commissioner’s recommendations and any applicable law(s).

(F} [t is further ORDERED that DELTA DENTAL shall file a Corrective
Action Plan which will be subject to the approval of the Insurance Commissioner. The
Coneclive Action Plan shall detail DELTA DENTAL'S changes to ils procsdures

andfor intemal policles to ensure compllance with the West Virginia Code and




Incorporate all recornmendations of the Insurance Commissioner’s examiners and

address all violations specifically cited in the Report of Market Conduct Examination.

The Corrective Action Plan oullined in this Order must be submitted to the Insurance

Commissioner for approval within thirly (30) days of the sniry date of this Agreed

Order, DELTA DENTAL shall implemant reasonable changes to the Corrective

Action Plan If requested by the Insurance Commissioner within thirly (30) days of the

Insurance Cormmissioner's receipt of the Corrective Action Plan, The hsurance
Commissioner shall provide notice fo DELTA DENTAL ff the Comrective Action Plan is
disapproved and the reasons for such disapproval within thidy (30} days of the

Instrance Commissioner's receipt of the Corrective Action Plan.

(G} The Insurance Comimissionsr has determined and it has beon .

agresd by DELTA DENTAL and therefors, it s hereby ORDERED that DELTA

DENTAL shall pay an adminisirative penally to the State of West Virginia in the

amount of Flve Thousand Dollars ($5,000.00) for non-compliance with the West

- Virglnia Code as described hereln. The payment of this administrative penalty is

In lleu'of any otheér reg&iatory penaliy, and Is due within THIRTY (30) calendar
days upon execution of this Order.

(H) it is finally ORDERED that all such review perlods, sta_tutory
notices, administrative hearings and appellate rights are herein walved
concerning this Report of Market Conduct Examination and Agreed Order. All

such rights are preserved by the Parties regarding any future action taken, if any,

on such Order by the Commissioner against DELTA DENTAL.




Entered this C{{"L’ day of I"la,q‘

» 2011,

Dok

Tha Henorable Jane L. Cline
Ihsurance Commissioner

REVIEWED AND AGREED TO BY:

On Bohalf of the INSURANCE COMMISSIONER:

//7 P --

Andrew R. Paule'y, Kssaciate Counsel
AMdlorney Supervisor, APIR

Dated: - S-Z {1/

On Behalf of DELTA DENTAL:!

By: Katheride 1., Watts
~ [Print Name]

ks: Vice-Pregident, Legal & Regulatory

Signature: %QIVMM/‘M L C&ﬁ%

Dale: April 20, 2011
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March 30, 2011

The Honorable Jane L. Cline

West Virginia Insurance Commissioner
1124 Smith Street

Charleston, West Virginia 25301

Dear Commissioner Cline:
Pursuant to your instructions and in accordance with W. Va. Code § 33-2-9, an

examination has been made as of June 30, 2010 of the business affairs of

Delta Dental of West Virginia
One Delta Drive
‘Mechanicsburg, PA 17055

hereinafier referred to as the “Company” or “Delta Dental.” The following report of the findings

of this examination is herewith respectfully submitted.




SCOPE OF EXAMINATION

The basic business areas examined were:

Company Operations/Management
Complaint Handling

Marketing and Sales

Producer Licensing

Policyholder Services
Underwriting and Rating

Claims Handling

QEEUawp

Each business area has standards that the examination measured. Some standards have specific
statutory guidance, others have specific Company guidelines, and yet others have contractual
guidelines,

The examination focused on the methods used by the Company to manage its operations for each
of the business areas subject to this examination. This includes an analysis of how the Company
communicates its instructions and intentions to its staff, how it measures and monitors the results
of those communications, and how it reacts to and modifies its communications based on the
resulting findings of the measurement and monitoring activities. The examiners also determined
whether this process is dynamic and results in enhanced compliance activities. Because of the
predictive value of this form of analysis, focus is then directed to those areas in which the
process used by management does not appear to be achieving appropriate levels of statutory and
regulatory compliance. Nevertheless, most arcas are tested to see that the Company complies
with West Virginia statutes and rules.

This examination report is a report by test rather than a report by exception. This means that all
standards tested are described and the results indicated.

EXECUTIVE SUMMARY

The market conduct examination of the Company began on September 20, 2010 and concluded
on October 28, 2010. The examination covered forty-nine (49) standards from the 2009 NAIC
Market Regulation Handbook. The Company passed forty-five (45) of these standards with three
(3) of the passed standards being accompanied by recommendations for actions the Company
could adopt to improve its operations. The remaining four (4) standards examined fell short of
the error tolerance level established for this examination and therefore, the Company failed those
standards. Of the four (4) failed standards, three (3) were related to Producer Licensing and one
(1) was related to Underwriting and Rating.

v




The following list summarizes issues raised in this report:

¢ The Company’s procedure for retaining terminated policy files is fo retain only the final
or most recent year. The Company does not retain the files in accordance with W. Va.
Code StR §§ 114-15 ef seq.

e The Company did not respond timely to one (1) complaint correspondence.

e The Company did not notify the WVOIC of all producer appointments and terminations
for the exam period.

¢ The Company indicated the agency as producer of record rather than an appointed agent
of the agency in accordance with the requirements of W. Va, Code §§ 33-12-18,

e The Company did not properly notify all producers upon termination of appointment.
e Terminated producer files did not always indicate reason for termination.

o The Company did not file rates for approval for all years under examination.

HiSTORY AND PROFILE

Delta Dental of West Virginia is a West Virginia non-profit corporation incorporated in 1962.
Delta Dental of West Virginia has no employees. The Company is licensed as a dental service
corporation in West Virginia and is regulated by the West Virginia Offices of the Insurance
Commissioner, The Company sells and administers insured dental service contracts to group
purchasers in West Virginia. The Company has a dental administration agreement with Delta
Dental Insurance Company. '

Delta Dental Insurance Company provides sales and administration of ASO dental service
confracts for Delta Dental of West Virginia. The same agreement also is a management
agreement with Delta Dental of Pennsylvania (DDP) under which DDP provides claims
adjudication and other administrative services for Delta Dental of West Virginia.

METHODOLOGY

This examination was based on the standards and tests for market conduct examinations of health
insurers found in Chapter XVI and XX of the NAIC Market Regulation Handbook and in
accordance with West Virginia statutes and rules.

Some of the standards were measured using a single type of review, while others used a
combination or all types of review. The types of review used in this examination fall into three
general categories: Generic, Sample, and Electronic.

A “Generic” review indicates that a standard was tested through an analysis of general data
gathered by the examiner, or provided by the examinee in response to queries by the examiner.




A “Sample” review indicates that a standard was tested through direct review of a random
sample of files using automated sampling software. For statistical purposes, an error tolerance
level of 7% was used for claims and a 10% tolerance was used for other types of review, The
sampling techniques used are based on a 95% confidence level,

An “Electronic” review indicates that a standard was tested through use of a computer program
or routine applied to a download of computer records provided by the examinee. This type of
review typically reviews 100% of the records of a particular type.

Standards were measured using tests designed to adequately measure how the Company met
certain benchmarks. The various tests utilized are set forth in the NAIC Market Regulation
Handbook for a health insurer. Fach standard applied is described and the result of testing is
provided under the appropriate standard. The standard, its statutory authority under West
Virginia law, and its source in the NAIC Market Regulation Handbook are stated and contained
within a bold border. In some cases, a standard is applicable to more than one phase of the
examination. When that occurs, the reader is directed to the first occurrence of that standard for
the results of testing, in order to avoid redundancy.

Each standard is accompanied by a “Comment” describing the purpose or reason for the
standard. “Results” are indicated, examiner’s “Observations” are noted, and in some cases, a
“Recommendation” is made. Comments, Results, Observations and Recommendations are kept
with the appropriate standard, except as noted above.

COMPANY OPERATIONS/MANAGEMENT

Comments: The evaluation of standards in this business area is based on a review of Company
responses to information requests, questions, interviews, and presentations made to the examiner.
This portion of the examination is designed to provide a view of how the Company is structured
and how it operates and is not based on sampling techniques. Many troubled companies have
become so because management has not been structured to adequately recognize and address
problems that can arise. Well run companies generally have processes that are similar in
structure. While these processes vary in detail and effectiveness from company to company, the
absence of them or the ineffective application of them is often reflected in failure of the various
standards tested throughout the examination. The processes usually include:

s A planning function where direction, policy, objectives and goals are formulated,
e An execution or implementation of the planning function elements;

e A measurement function that considers the results of the planning and execution; and

» A reaction function that utilizes the results of measurement to take corrective action or fo
modify the process to develop more efficient and effective management of its operation

Standald A 1 : : e o h/iICﬂIarIsel’Reyffﬂnon Hﬂmfbool\ Clmprer}{ l’l, § A, Smm!md]
The companv l:as an__ 1p to date, \'alld mtel nal 01 extel_nal audlt pl ogram. :

W Ve Coile §§ 33-3-14, ; -33-3 & 23-33'4




Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement as it pertains to annuval audited financial statements. A company that has
no audit function lacks the ready means to detect structural problems until problems have
occurred. A valid internal or external audit function, and its use, is a key indicator of
competency of management, which the Commissioner may consider in the review of an insurer.

Results: Pass

Observations: The Company’s external and internal audit processes in effect during the exam
period. The Company has written audit procedures and has an audit committee that meets
regularly. The Board of Directors reviews reports on audits and reports from the audit
committee. The Company’s financial statements were audited in accordance with W. Va. Code
§§ 33-3-14.

Recommendations: None

Standard A
.’lfii@'_;fcgtlia}ed-

Comments: The review methodology for this standard is both generic and sample. The standard
has a direct statutory requirement. Written procedural manuals or guides and antifraud plans
should provide sufficient detail to enable employees to perform their functions in accordance
with the goals and direction of management. Appropriate antifraud activity is important for asset
protection, as well as policyholder protection, and is an indicator of the competency of
management, which the Commissioner may consider in the review of an insurer. Further, the
insurer has an affirmative responsibility to report fraudulent activities of which it becomes
aware.

Results: Pass

Observations: The Company has a written antifraud plan. The plan includes education,
detection, investigation, prosecution and recovery. The Company has procedures for reporting
fraud to enforcement agencies including the WVOIC,

Recommendations: None

The regulated entity has a valid disaster rec

e NA ¢ Marl.er Regulation Hrilr)_i?béak = t‘h’r’;ﬁ_re? X

W Y, Code R 114462 et seq

Comments: The review methodology for this standard is generic. The standard does not have a
direct statutory requirement. It is essential the Company have a formalized disaster recovery
plan that details procedures for continuing operations in the event of any type of disaster.




Appropriate disaster recovery planning is an indicator of the competency of management, which
the Commissioner may consider in the review of an insurer.

Results: Pass

Observations: The Company has a written comprehensive disaster recovery plan. The plan
includes procedures for backup and recovery of data. The disaster recovery plan was deemed
sufficient.

Recommendations: Nong

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard is intended to assure that an adequate and accessible record
exists of the Company’s transactions. The focus is on the records and actions considered in a
market conduct examination such as, but not limited to, trade practices, claim practices, policy
selection and issuance, rating, and complaint handling, etc. Inadequate, disorderly, inconsistent,
and inaccessible records can lead to inappropriate rates and other issues, which can provide harm
to the public.

Results: Pass with Recommendation

Observations: Throughout the exam, records were reviewed to determine adequacy,
accessibility, consistency and retention. Policy files were requested, but the Company was
unable to provide the correct year, This is a procedural problem as the Company only retains the
final year of the policy file when a group terminates coverage. The Company could not provide
the correct policy year for seven (7) of sixty (60) renewal policy files,

Table A 7 Operations and Management
Type Population | Sample | N/A [ Pass Fail % Pass
New Business 13 13 0 13 0 100%
Renewals 198 60 0 51 7 88%
Total 211 73 0 64 9 90%

Recommendations: The Company should adopt procedures to ensure contract files are
maintained in accordance with W, Va, Code St R §§ 114-15 ef segq.




Standald A8 LiEEE e AAIC;’\larl.ef Regnirrfwu Handb'
Ti _e r egulated entltv 1

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard is intended to assure the Company’s operations are in
conformance with its certificate of authority.

Results: Pass

Observations: The Company was a licensed Dental Service Corporation in the State of West
Virginia during the period under examination.

Recommendations: None

Standal d A 9

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement, This standard is aimed at assuring that the Company is cooperating with
the State in the completion of an open and cogent review of the Company’s operations in West
Virginia. Cooperation with examiners in the conduct of an examination is not only required by
statute, it is conducive to completing the examination in a timely fashion and minimizing cost.

Results: Pass

Observations: The Company was cooperative during the examination and responded to the
examiner’s request timely.

Recommendations: None

Standal d A 12

Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders and minimizes any
improper intrusion into the privacy of applicants, policyholders, and claimants.

Results: Pass

Observations: The Company had formal written procedures for the management, collection, use
and disclosure of information gathered in connection with insurance transactions to minimize the




risk of improper intrusion into the privacy of applicants, claimants and policyholders. No
exceptions were noted in this review.

Recommendations: None

" W Va. CodeSt, R-§§ 114-57-1, ¢t seq.

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard is intended to assure that the Company provides adequate
protection of information it holds concerning its policyholders and minimizes any improper
intrusion into the privacy of applicants, policyholders, and claimants.

Results: Pass

Observations: The Company did provide privacy notices to its applicants and policyholders
regarding the treatment of non-public information during the examination period. The privacy
notice reviewed appears to comply with W, Va. State code and regulations, The Company does
not maintain nonpublic financial information. No exceptions were noted in this review,

Recommendations: None

Staudal d A 16:

the dl_'s__c'_l!i_'s_in"

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement, This standard is intended to assure that the Company provides adequate
protection of information it holds concerning its policyholders and minimizes any improper
intruston into the privacy of applicants, policyholders, and claimants.

Results: Pass

Observations: The Company had formal written procedures for the management, collection, use
and disclosure of information gathered in connection with insurance transactions to minimize
any improper intrusion into the privacy of applicants and policyholders. No exceptions were
noted in this review.

Recommendations: None

[Standard A18 7= 077 0 0 U NG Market Regulation Haridbook— Chapter XVE, § 4, Standard 18,
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All dafa required fo be reported fo depa

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard is intended to assure that the Company provides complete
and accurate data to The West Virginia Offices of the Insurance Commissioner.

Results: Pass

Observations: All data required to be reported to the WVOIC was complete and accurate. The
Company provided the examiners with a complete claim listing.

Recommendations: None

COMPLAINT HANDLING

Comments: Evaluation of the standards in this business area is based on Company responses {o
various information requests and complaint files at the Company. Insurers are subject to W. Va.
Code § 33-11-4 (Unfair Trade Practices Act) and therefore there are specific periods required for
responses to complaints received at the Offices of the Insurance Commissioner. Some
complaints become appeals and testing of appeals are included in Section H, “Grievance
Procedures.”

W A e e
omplaints are r: in the required format on the Company compliant i

K= Chapter XVI, § B, Standard 1.
te i

Stan

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard is concerned with whether the Company records and
maintains complaints or grievances as required by statute. An insurer is required fo maintain a
complete record of all complaints received. The record must indicate the total number of
complaints since the last examination, the classification of each complaint by line of insurance,
the nature of each complaint, the disposition of each complaint, and the time it took to process
each complaint.

Results: Pass

The entire population of twenty-two (22) complaints was tested. The population included seven
(7) complaints received by the WVOIC, two (2) Office of Attorney General complaints and
thirteen (13) internal complaints. The results were as follows:

Table B 1 - Complaint Sample Results
Type Population N/A Pass | Fail % Pass
Complaints 22 0 22 0 100%
Total 22 0 22 0 100%




Observations: The W. Va. Code § 33-11-4(10) requires the Company to “...maintain a complete
record of all the complaints which it has received since the date of its last examination.” The
statute also requires that, “this record shall indicate the total number of complaints, their
classification by line of insurance, the nature of each complaint, the disposition of these
complaints and the time it took to process each complaint.” The definition of a complaint is
‘,..any written communication primarily expressing a grievance.,” The Company maintained a
complaint register which included WVOIC complaints, Office of the Attorney General
complaints, and consumer direct complaints in accordance wﬂh the requirements of W. Va, Code
§ 33-11-4(10), no exceptions were noted.

Recommendation: None

3 & 114-15:4.6

Coile § 33:11-4(10) and W. Va, Code St R §§114-15.

Comments: The review methodology for this standard is generic and sample. The standard does
not have a direct regulatory requirement. The standard is concerned with whether the Company
actions comply with the requirements under W. Va. Code § 33-11-4.

Results: Pass

Observations: The Company has developed a written plan for disposition of complaints, and it
appeared adequate. Therefore, no exceptions were noted during testing of this standard.

Recommendations: None

thook = Clmpler.XVI § B Stm:dnrd 3 :
cco:dance w1th appheable

N Ve, Code § 331 1-4(10)

Comments: The review methodology for this standard is generic. The standard does not have a
direct statutory requirement, This standard is concerned with whether the Company has an
adequate complaint handling procedure and whether the Company takes adequate steps fo
resolve and finalize complaints.

Results: Pass

The entire population of twenty-two (22) complaints provided by the WVOIC, the Office of the
Attorney General and the Company were reviewed. The results of testing are as follows:

Table B 3 - Complaint Sampie Results




-

Type Population N/A Pass Fail % Pass

Complaints 22 0 22 0 100%

Total 22 0 22 0 100%

Observations: The Company took adequate steps to finalize and dispose of complaints in
accordance with W, Va, Code § 33-11-4(10).

Recommendation: None

Comments: The review methodology for this standard is sample. The standard does not have a
direct statutory requirement; however, timeliness is inferred. In the case of complaints
concerning claims, direct time requirements are found to be in regulation. This standard is
concerned with whether the Company responded to complaints timely. West Virginia’s
complaint handling section uses a fifteen {15) working day standard for responses to complaints.

Results: Pass with recommendation

Table B 4 - Complaint Sample Results
Type Population N/A Pass Fail % Pass
Complaints 22 0 21 1 95%
Total 22 0 21 1 95%

Observations: The Company provided thirteen (13) internal complaints, two (2) Office of
Attorney General complaints and seven (7) WVOIC complaints. The results of testing
determined the thirteen (13) Company provided complaints and the two (2} Office of Attorney
General complaints met the required timeline. The review of the seven (7) WVOIC complaint
files determined that six (6) were responded to timely and one (1) was not,

Recommendation: 1t is recommended that the Company implement procedures to ensure
complaints are responded to within fifteen (15) working days in compliance with W. Va. Code §
33-11-4(10).

MARKETING AND SALES

Comments: The evaluation of standards in this business area is based on review of Company
responses to information requests, questions, interviews, and presentations made to the examiner,
This portion of the examination is designed to evaluate the representations made by the insurer
about its product(s). It is not typically based on sampling techniques but can be. The areas to be

i0




considered in this kind of review include all media (radio, television, videotape, etc.), written and
verbal advertising and sales materials.

Standmd_C'” s s : "'\AICMﬂrAel Regnfrmon HamfbooA Chrq:ferXVI,,{\‘C Smmlaui i
i _ tismg and sales matel lals ale 111 compllance w lﬂl app]:cable stﬂtutes, I les and 1eguiati0us
; SRR FE SRR W Vay Code §33:11-1et seii and WaVa, Code SR §114-10-1 et seq..

Commnients: Review methodology for this standard is generic and sample. The standard has a
direct statutory requirement. This standard is intended to assure compliance with the
prohibitions on misrepresentation. It is concerned with all forms of media (print, radio,
television, ete.).

Results: Pass

The entire population of thirty-three (33) marketing and sales material provided by the Company
was reviewed. The results were as follows:

Table C 1 Marketing and Sales Results

Type Population N/A | Pass | Fail | % Pass
Company Generated Advertising 33 0 33 0 100%
Agent Generated Advertising 0 0 0 0 N/A

Total 33 0 33 0 100%

Observations: The Company provided a copy of all marketing and sales materials used during
the period under examination. Materials included annual reports, brochures, newsletters, rate
cards, direct mailings, and advertisements. The examiners reviewed all of the Company’s
marketing and sales materials. The Company's website (www.deltadentalins.com) was also
reviewed,

Recommendation: None

o __ J\AICMnri\ei Regulnﬂan HmrrfbaaA Clmprerz\'l’l, § C', Smmlar;! 2.
'omphance mth appllcab e statutes, r ules aml

Standald C 2 g : S
Companv mtel nal ])i oducel {1 ammg mate: 1als ax e i
1egulatwns L

V Va. C‘ade§ 33~11-1et seq. aud W I’?J. Cndc’ SrR §1}'4—9 1 ef seq

Comments: Review methodology for this standard is generic. This standard has a direct
statutory requirement. This standard is intended to assure compliance with the prohibitions on
misrepresentation. It is concerned with training or instructional representations made by the
insurer to its producers.

Results: Pass

The Company provided three (3) mtemai producer-training materials, which were reviewed. The
results are as follows:
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Table C 2 Marketing and Sales Resuits
Type Population | N/A | Pass | Fail %Pass
Internal Producer Training Materials 3 0 3 0 100%
Total 3 0 3 0 100%

Observations: The Company's producer training materials were reviewed and no exceptions
were noted.

Recommendation: None

1 ¢ _vutll appllcable statutes, rules and l'eguiaﬂou_ :
LW Ve Code §33-11=16t seq. and W..Va, Code St R §114-9-1 ef. seif

Comments: Review methodology for this standard is generic. This standard has a direct
statutory requirement, This standard is intended to assure compliance with the prohibitions on
misrepresentation. It is concerned with representations made by the insurer to its producers in
other than a training mode.

Results: Pass

Observations: The Company uses e-mail to communicate with producers. The e-mails were
informative rather than advertising and marketing communications. No exceptions were noted in
this review.

Recommendation: None

PRODUCER LICENSING

Comments: The evaluation of these standards is based on review of the Insurance
Commissionet’s files and Company responses to information requests, questions, interviews, and
presentations made to the examiner. This portion of the examination is designed to test the
Company’s compliance with West Virginia producer licensing Jaws and rules.

Stall(lﬂld D1 S F\AICa’lIar)‘.et Regﬂ!mmn Hmrdboal‘ Chﬂp!ei )\VI, § D Sl:iiirfnhl 1' :

Compan 1ec0_ ds of liceused and appomted 1)10(11 :els ag ‘ee with department: ofi insurance

WV, Code § 33-12:18 aud W, Ta, Code.St Ry §§ 114 2-1 er seq.

Comments: This standard has a direct statutory requirement. It is not file specific. This
standard is aimed at assuring compliance with the requirement that producers be properly
licensed and appointed. Such producers are presumed to have met the test to be qualified for
such license. W. Va. Code § 33-12-3 states, “No person shall in West Virginia act as or hold
himself out to be an agent, broker or solicitor nor shall any person in any manner solicit,
negotiate, make or procure insurance covering subjects of insurance resident, located or to be
performed in West Virginia, unless then licensed therefore pursuant to this article.” W. Va.
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Code § 33-12-3(d) states, “No insurer shall accept any business from or pay any commission to
any individual insurance producer who does not then hold an appointment as an individual
insurance producer for such insurer pursuant to this article.”

Results: Pass with recommendation

Observations: The Company provided producer list was reconciled with the WVOIC producer
list. Eleven (11) producers appeared on the WVOIC list as terminated and did not appear on {he
Company list as terminated. The Company producer list indicated seven (7) agents as terminated
and there was no WVOIC record of these producers’ appointment by the Company. There were
cleven (11) producers indicated as appointed by the Company but were not listed as appointed in
the WVOIC records.

Recommendations: The Company should notify the WVOIC of all producer appointments and
terminations in compliance with W, Va, Code § 33-12-18 and W. Va. Code St. R § 114-2,

Coile §§ 33:12-3 and 3-12-18

Comments: This standard has a direct statutory requirement. This standard is aimed at assuring
compliance with the requirement that producers be properly licensed and appointed for business
solicited in West Virginia.

Results: Fail

Testing for this standard was conducted on the entire population of new and renewal business
policies, the resuits were as follows:

Table D 2 Producer Licensing Sample Results
Type Population Sample N/A Pass Fail % Pass
New Business Policies 13 13 0 12 i 92%
Renewal Policies 198 198 0 173 25 87%
Total 211 211 0 185 26 88%

Observations: The Company indicated that one (1) new business policy and twenty-five (25)
renewal policies were processed, indicating the agency as producer of record and not an
appointed agent of the agency.

Recommendations: The Company should - appoint producer agents and not agencies, in
compliance with W.V. Code § 33-12-18.

[Standard D3, . 0 U NAJC Marked Regulation Handbook — Chapter XY, § D, Stamdard 3,
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Tel mination of. pl oducez 5 omphes"
tlle state 1i' apphcable

with statutes regarding notification to the producer and notification to

Vi, Code § 33-13-25a and IW. Va. Codde St R. §§ 114-02-1 el seq.

Comments: Review methodology for this standard is generic and sample. This standard has a
direct statutory requirement. It is generally file-specific. This standard is aimed at both avoiding
unlicensed placements of insurance as well as ensuring that producers are treated fairly with
respect to terminations, W. Va. Code § 33-12-25 requires the Company to notify the
Commissioner, on a form prescribed by the Commissioner, within thirty (30) days of terminating
the producer’s authority. The same code section further requites the producer to be notified
simultancously. Furthermore, W. Va. Code § 33-12-25 requires the Company to notify the
Commissioner if the termination is for cause.

Results: Fail

Table D 3 Producer Licensing Sample Results
Type Population | Sample N/A Pass Fail % Pass
Producer Terminations 26 26 0 12 14 46%
Total 206 26 0 12 14 46%

Observations: Twenty-six (26) terminated producer files were reviewed to determine if the
Company was notifying the WVOIC on the required form, within thirty (30) days of termination
and provided simulianeous notification to the producer. No producers were terminated for
cause. The Company could not provide notification leiters for fourteen (14) of the terminated
producers. No exceptions were noted in the remaining twelve (12) terminated producers,

Recommendations: In cases of termination, all producers should be notified in writing in
compliance with W. Va. Code § 33-12-25.

StandaldI_)S : f S
Recm ds o tex_mmated p1 oducens adequa{elv

documenti easons fortex mmﬁtmns e L :
WV, Code § 33.12-250 and W.Va. Cade S! R §§ 114 15 1'et seq ‘& 114-2-'

Comments: This standard has a direct statutory requirement. It is generally file specific. This
standard is intended to aid in the identification of producers involved in unprofessional behavior
that is harmful to the public. W. Va. Code § 33-12-25 provides, “(a) An insurer or authorized
representative of the insurer that terminates the appointment, employment, policy or other
insurance business relationship with a producer shall notify the Insurance Commissioner within
thirty days following the effective date of the termination, using a format prescribed by the
Insurance Commissioner ...Upon written request of the Insurance Commissioner, the insurer
shall provide additional information, documents, records or other data pertaining to the
termination or activity of the producer....(d)(1) At the time of making the notification...the insurer
shall simultancously mail a copy of the notification to the producer at his or her last known
address....”

Results: Fail
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Table D 5 Producer Licensing Sample Results
Type Population | Sample N/A Pass Fail % Pass
Producer Terminations 26 26 0 12 14 46%
Total 26 26 0 12 14 46%

Observations: Twenty-six (26) terminated producer files were reviewed to determine if the
termination reason was properly documented. The Company could not provide notification
letters for fourteen {14) of the terminated producers therefore the specific reason for the producer
termination could not be verified. No exceptions were noted in the remaining twelve (12)
terminated producer files.

Recommendations: The Company should document termination reasons in producer files in
compliance with W, Va. Code § 33-12-25,

POLICYHOLDER SERVICES

Comments: The evaluation of standards in this business area is based on review of Company
responses to information requests, questions and interviews, presentations made to the examiner,
files and file samples during the examination process. The policyholder service portion of the
examination is designed to test a company’s compliance with statutes regarding notice/bitling,
delays/mo response, premium refund, and coverage questions.

Ol 'pter,\VL §E .'amfa“
wtlce.

Standal d E T aan NAIC Marlxe!Regulnrwu Hnudﬂ
Pr eminm n lces and blllmg _otlces ale sent out w1th an adequate ammmt of advanc

Comments: Review methodology for this standard is generic, sample, and clectronic. There is
no direct statutory requirement. This standard is intended to provide insureds with information
in a timely fashion so they can make informed decisions,

Results: Pass

A sample of sixty (60) policy files was reviewed to determine renewal handling and billing.
The results of testing are as follows:

Table E 1 Policyholder Service Sample Results
Type Population | Sample | N/A | Pass Fail | % Pass
Underwriting Renewals 198 60 0 60 0 100%
Total 198 60 0 60 0 100%

Observations: Rate adjustments were calculated and discussed on the renewal rate calculation
form. Policyholders were notified of rate changes approximately three (3) months prior to
renewal in a renewal offer letter. Premium notices were timely and no exceptions were noted in
this review.
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Recommendations: None

Standard B2 . NAIC Market Regulation Hendb

_I_’_O_l_i.c\'_:lsmance is tmiel

Comments: Review methodology for this standard is generic, sample, and electronic. There is
no direct statutory requirement. This standard is infended to provide insureds with information
in a timely fashion so they can make informed decisions.

Results: Pass

Testing for this standard was performed based on the entire population of thirteen (13) new
business policy files and a sample of sixty (60) underwriting renewal policy files. The results of
testing are as follows:

Table E2 Policyholder Services - Sample Resulis
Type ' Population [ Sample | N/A | Pass Fail | % Pass
New Business 13 13 0 13 0 100%
Renewals 198 60 0 60 0 100%
Total 211 73 0 73 0 100%

Observations: There were no exceptions regarding timeliness of the issuance of new business
policies.

Recommendations: None

Standard 3
AAllL conesponden .d |
_appn opuate depmtment. o

AAICMnrAe{RegnlnfmnHamibaal\ ClmpterXVL § E Smmlard.? i
' in.a ti nelv and Jespons've manner b "the_{

Comments: Review methodology for this standard is generic, sample, and electronic. There is
no direct statutory requirement. This standard is infended to provide insureds with information
in a timely fashion so they can make informed decisions.

Results: Pass
Observations: Testing of correspondence was conducted in association with files sampled for
testing throughout the examination process. The correspondence directed to the Company was

answered in a timely and responsive manner by the appropriate department. No exceptions were
noted in this review.

Recommendations: None
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A : NAI_CM rrAe!Regu! na:'Hnmlbooi. ' Clmpr r YV] § E 'Smml rd5
atelv and completei ' :

Polic t'i'éiISR'é"tIQ;IS:atg_prt_j_tessﬁ_"ac_cjur

Comments: Review methodology for this standard is generic and sample. There is no direct
statutory requirement, The focus of this standard is to assure that policy transactions are handled
appropriately.

Results: Pass

Testing for this standard was performed based on the entire population of thirteen (13) new
business policy files and a sample of sixty (60) underwriting renewal policy files. The results of
testing are as follows:

Table E 5 Policyholder Services - Sample Results
Type Population Sample [ N/A | Pass | Fail % Pass
New Business 13 13 0 13 0 100%
Renewals 198 60 0 60 0 100%
Total 211 73 0 73 0 100%

Observations: Testing determined the Company was completing transactions accurately.
Therefore, no exceptions were noted during testing of this standard.

Recommendations: Pass

Standard E6. .0 - VA :
':'Reasonablc attempts to locate mlssmg pohcvlwidels or beneficlal _ s re mads

Comments: Review methodology for this standard is generic and sample. There is no direct
statutory requirement, The focus of this standard is to assure the Company makes a reasonable
effort to locate policyholders due money.

Results: Pass

Observations: Seven (7) cases of unclaimed property were reported to the WVOIC. The
Company made a reasonable aftempt to return the money to the beneficiary. There were no
exceptions noted in this review,

Recommendations: None

Standm dE E 7 _ : 1\AIC Marl‘e.r chulrmau Hﬂndbao.l Chﬂp!el X l’l,§ E, Standard 7. .
Unealued pr emmms are couectl\' caiculated and Yefurned, to the appx opuate par tv in a mnel\' mannel and
in accm dance \\1th appllcable shtutes, ulles, aud regulatmns. o : : :

ll’ I’a Cmfe§3? 6C-7
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Comments: Review methodology for this standard is generic and sample. There is no direct
statutory requirement. This standard is intended to provide insureds with the proper amount of
premium refund upon cancellation, in a timely manner.

Results: Pass

Observations: The Company did not cancel policies. If the Company terminated coverage, it
did so at renewal, No exceptions were noted in testing this standard.

Recommendations: None

UNDERWRITING AND RATING

Comments: The evaluation of standards in this business area is based on a review of Company
responses fo information requests, guestions, interviews, presentations made to the examiner,
files and file samples. The underwriting and rating practices portion of the examination is
designed to provide a view of how the Company treats the public and whether that treatment
complies with applicable statutes and rules. It is typically determined by testing a random
sample of files and applying various tests to those files. These standards are concerned with
compliance issues.

VL §F, Stondard 1.

W, Fa. Code § 33-16b-1 et seq.33-16d-1

Comments: This standard has a direct statutory requirement. It is file-specific. It is necessary
to determine if the Company complies with the rating systems that have been filed with and
approved by the WVOIC, Wide scale application of incorrect rates by a company may raise
financial solvency questions or be indicative of inadequate management oversight. Deviation
from established rating plans may also indicate a company is engaged in unfair competitive
practices.

Results: Fail

Observations: An RF] was submitted to the Company requesting the approved rates for the
examination period. The Company’s response indicated that a previous rate filing was being
utilized and was notated in the filing regarding the transfer of policies from Delta Dental
Insurance Company to Delta Dental of West Virginia. During the review of the filing the
examiner noticed a Pure Rate sheet. A discussion with the Company was held and the Company
indicated that the Pure Rate sheet was reviewed and updated. The Company agreed that the Pure
Rate sheet should have been submitted to the WVOIC for prior approval. The Company also
indicated the methodology and factors had not changed from the previous approved filing. The
Company did not file for prior approval the updated Pure Rate sheets for 2006, 2007 and 2009.

Recommendations: The Company should comply with W. Va. Code § 33-24-6(c) and file the
rates for prior approval.
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NA IC Mﬂrl.e.' Regula!ian Hm;n’baai‘ CImpierA l’l, § F, Sfmrdmd 2 )
pllcable'st_ utes, rules: and 1egulatmns i
SV Code §§33:2-9.8 33-6:8 et seq

Standwrd F2 - o

“Alimandated disclostires are ¢

Comments: This standard has a direct statutory requirement. It is necessary to provide insureds
with appropriate disclosures, both mandated and reasonable. Without appropriate disclosures,
insureds find it difficult to make informed decisions.

Results: Pass

Testing for this standard was performed on the entire population of thirteen (13) new business
policy files and a sample of sixty (60) underwriting renewal policy files. The results of testing

are as follows:

Table F 2 Underwriting and Rating Sample Results _
Type Popuiation Sample N/A | Pass | Fail % Pass
New Business 13 13 0 13 0 100%
Renewals 108 60 0 60 0 106%
Total 211 73 0 73 0 100%

Observations: Underwriting files were sufficiently documented to include all mandated
disclosures, No exceptions were noted in this review.

Recommendations: None

: 1\')4 IC Market Re; m’nrmn HaudbaaI. Chﬂp!er \’V! :§F, Smmfaur 3

Standard ¥3

WV, Codo 88 301104, -334iz-2é ;5‘3:16D-4

Comments: Review methodology for this standard is sample and generic. This standard has a
direct statutory requirement. It is generally file specific. Illegal rebating, commission cutting or
other illegal inducements are a form of unfair discrimination.

Results: Pass

Testing for this standard was performed on the entire population of thirteen (13) new business
policy files and a sample of sixty (60) underwriting renewal policy files. The results of testing

are as follows:

Table F 3 Underwriting and Rating Sample Results
Type Population Sample | N/A | Pass Fail % Pass
New Business 13 13 0 13 0 100%
Renewals 198 60 0 60 0 100%
Total 211 73 0 73 0 100%

19




Observations: The underwriting files and commissions paid were reviewed and it was
determined there was no indication of rebating, commission cutting or inducements.

Recommendations: None

:Standmd I‘ T e : ’AICMarAe(Regn!mmnHmtdbaa._':.'_.:_Chrapfer,\if‘l §F}Sfandard4

Comments: Review methodology for this standard is generic and sample. This standard has a
direct statutory requirement. Insurers must treat all employers and members the same within the
same class to ensure no unfairly discriminatory practices oceur.

Resulrs: Pass

The Company’s underwriting guidelines including the application and declination procedures
were reviewed. In addition, testing for this standard was performed on the entire
population of thirteen (13) new business policy files and a sample of sixty (60) underwriting
renewal policy files. The results of testing are as follows:

Table F 4 Underwriting and Rating Sample Results
Type _ | Population Sample | N/A |Pass | Fail | % Pass
New Business 13 13 0 13 0 100%
Renewals 198 60 0 60 0 100%
Total 211 73 0 73 v 100%

Observations: The review of the underwriting guidelines and underwriting files did not indicate
any unfair discriminatory practices. Therefore, no exceptions were noted in the testing of this
standard.

Recomimendations: None

.""':J\AICMarAef Regulﬂrwu Hrmd'bnol. ClmpferXVl §F, Smndaul5 :
ent: fm ms and cer tlficates, me filed “'1th the depal tment of B

: Standal d IS5 %
All forins, mc]udmg contracts, udels, endo: 12
'msm ance, lf appltcable. S

LWV Cﬂdc §§ 3 3-5:8," 33-29-5 & 33—]5-2

Comments: Review methodology for this standard is generic and sample. This standard has a
direct statutory requirement. An insurer is not to issue policies, forms or endorsements that have
not been filed with, and approved by the WVOIC,

Results: Pass
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Observations: Testing was completed to determine if the Company’s forms and endorsements
had been filed with the WVOIC, and where required, determine that either prior approval had
been obtained or that the applicable waiting periods following the filing had been met. The
Company provided a listing and copies of the forms utilized including policies, endorsements
and applications used during the period under examination and the date of approval by the
WVOIC, There were no forms found during festing which had not received the WVOIC’s
approval. No exceptions were noted during testing of this standard.

Recommendations: None

f-Standald It

W Vi, Colle §§ 3329, 33-16-DI& W, V. Code St. B, § LI4-15-4.3(0),114-54-9.160)

Comments: Review methodology for this standard is sample and generic. This standard has a
direct statutory requirement, W, Va, Code St. R. § 114-15-4.3(b) states an insurer shall maintain
all declined application files. Insurers must maintain copies of all communications associated
with an application for coverage.

Results: Pass

Testing for this standard was performed based on sampling ofthe total population of five
(5) declined files. The results of testing are as follows:

Table F 7 Underwriting and Rating Sample Results
Type Population Sample | N/A | Pass | Fail % Pass
Declinations 5 5 0 5 0 100%
Total 5 5 0 5 0 100%

Observations: All declination reasons were properly documented, no exceptions were noted in
the review of declined policy sample.

Recommendation; None

'Stalldald F 3 S e o E\’AICA :J_AetRegu!auon'_HnﬂdbaoA Clmpter)sl’l, §F Smmlam 8
.Cancellatlonhlom ene“ ai discontumance and dechnatmu notices comp]v th poiicv pr m'lsmns, state }aws G
_and the'legu]ated entltv’s guldehnes i e - : :

: W Vn Car.’e §§ 33-2 9, 33 160 3 & § 114 54 6 114-}5-

Comments: Review methodology for this standard is sample and generic. This standard has a
direct statutory requirement. W. Va, Code § 33-16D-8, W. Va. Code St. R. § 114-54-6 and
HIPAA provide that small and large group health plans are guaranteed renewable, The employer
may terminate coverage at any time, but an insurer may only terminate coverage if the employer
fails to pay the premium, fails fo maintain contributions or participation in compliance with the
insurer’s guidelines, commits fraud or an intentional misrepresentation of a material fact or in the
case of a network plan, the health carrier no tonger has any enrollees in the service area. The
msurer is also allowed to terminate coverage when it discontinues group health plans of a
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particular type, if it does so for all employers covered under that group health plan type, or it
ceases to offer products in certain markets, as long as the insurer complies with the mandatory
requirements for doing such.

Results: Pass

Observations: The Company provided one (1) company initiated non-renewal for the exam
period. The non-renewal was for participation reasons and in accordance with the Company’s
underwriting guidelines.

Recommendations: None

Standard I

‘Reseissions a

ry

WiV, Codle §§ 33:2-9, 33-6-7°& 33-16-31.

Comments: Review methodology for this standard is sample and generic. This standard has a
direct statutory requirement. The intent is to ensure rescission of coverage occurs only when it is
determined that material information required for an underwriter to make an adequate assessment
of risk, was not provided to the insurer.

Results: Pass
Observations: The Company did not rescind any policies during the exam period,

Recommenduations: None

CLAIMS PRACTICES

Comments: The evaluation of standards in this business area is based on the Company’s
responses to informational items requested by the examiner, discussions with Company staff,
clectronic testing of claim databases, and file sampling during the examination process. This
portion of the examination is designed to provide a view of how the company treats claimants
and whether that treatment complies with applicable statutes, rules and regulations.

_The mtlal contactb the compan\ ¥

. "'E\%ICMﬂrliel Regulalmn HnudbaoA = Chapter

th the clalmaut Is w. ;thin the required timeframe..:

Sta"'dal dG1.
SV Code § 33- 11—4(9)([1), . Va. Corf.e.Sr. R §114~14~5 1

Comments: Review methodology for this standard is generic, sample, and electronic. This
standard derives directly from W. Va. Code § 33-11-4(9) (b) which prohibits, “failing to
acknowledge and act reasonably upon communication with respect to claims arising under
insurance policies.” West Virginia requires responses to claim communications within fifteen
(15) working days of receipt of the communication,

Results: Pass
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Random samples of 107 paid claim files and 107 closed without payment (CWOP) files were
selected for detail testing, The results of the testing were as follows:

Table G | Claims Sample Results

Type Population | Sample | N/A | Pass | Fail |  %DPass
Paid Claims 746,321 107 0 1107 0 100%
Claims Closed Without Pay (CWOP) 279,336 107 0 |107] O 100%
Total 1,025,657 214 0 ]214] 0 100%

Observations: The Company indicated that most electronic claims are automatically
adjudicated by the clectronic claim handling system. Those claims not automatically handled
are sent to a suspend status in which the claim is manually handled to verify information.
Testing determined that initial contact by the Company with the claimant was within the
required timeframe. No exceptions were noted in the review.

Recommendations: None

W Vi Codle § 33-11:4(9)) & W. Va, Code St. R, § 114-14-6 -

Comments: Review methodology for this standard is generic and sample. This standard has a
direct statutory requirement. W, Va. Code § 33-11-4(9)(c) states it is an unfair practice to fail to
adopt and implement reasonable standards for the prompt investigation of claims.

Resulits: Pass

Random samples of 107 paid claim files and 107 closed without payment (CWOP) files were
selected for detail testing. The results of the testing were as follows: '

Table G 2 Claims Sample Results
Type Population | Sample | N/A | Pass | Fail %Pass
Paid Claims 746,321 107 0 107 0 100%
Claims Closed Without Pay (CWOP) 279,336 107 0 1071 0O 100%
Total 1,025,657 214 0 1214 0 100%

Observations: Testing determined the Company’s investigations met with timeliness
requirements for all files. No exceptions were noted in this review,

Recommendations: None

23




Standard G3 -
Claim '_ alenesolved in a timely: manne;

TV, Vi Code § 33:45-2a & W, Ve Codle St R.§ 114-14-6,7

Comments: Review methodology for this standard is generic, sample, and electronic. This
standard has a direct statutory requirement. Failure to resolve claims timely can result in a
migration of providers from the network with resultant disruption of service to members. W, Va,
Code § 33-45-2 requires claim resolution or written explanation within thirty (30) days of receipt
of claim if submitted electronically and forty (40) days of receipt of claim if submitted by other

means.
Results: Pass

Random samples of 107 paid claim files and 107 closed without payment (CWOP) files were
selected for detail testing. The results of the testing were as follows:

Table G 3 Claims Sample Results
Type Population | Sample | N/A | Pass | Fail %Pass
Paid Claims 746,321 107 0 107 1 Q 100%
Claims Closed Without Pay (CWOP) 279,336 107 0 [ 107 | O 100%
Total 1,025,657 214 0 | 214 0 100%

Observations: Testing determined the Company resolved all claims within thirty (30) days. No
exceptions were noted in this review.

Recommendations: None

Sta“dmd G4 - e L - AIC’ MarkerRegulﬂfmn Handbook > Chapter XVI, §G,Sm"firrrd4
Thc 1egula ed el HY ' ' ' :

St RTI4T45

Comments: Review methodology for this standard is generic, sample, and electronic. This
standard does not have a direct statutory requirement.

Results: Pass

Observations: Most claimant correspondence is received by telephone. In testing of the paid
and closed without payment claim files it was determined that correspondence was responded to
timely and in accordance with state requirements. No exceptions were noted in this review.

Recommendations: None

Stan(}ald G 5 o ﬁﬁif;\fftrﬂet Regulmian HamlboaA _C-‘mpferAVl § G, Smndnm‘ 5

Clalm 1" ies a) e a 'quatel\'.

documented. = -
A Cm!e§33-45 & W Vn. Code St R AMT5110) & 44 & 1144
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Comments: Review methodology for this standard is generic and sample. This standard does
not have a direct statutory requirement,

Results: Pass

Random samples of 107 paid claim files and 107 closed without payment (CWOP) files were
reviewed to determine if file documentation was sufficient to support the decisions made. The
results of the testing were as follows:

Table G 5 Claims Sample Results

Type Population | Sample | N/A | Pass | Fail | %Pass
Paid Claims 746,321 107 0 | 1071 0 100%
Claims Closed Without Pay (CWOP) 279,336 107 0 11071 0 100%
Total 1,025,657 214 0 [214{ 0 100%

Observations: The Company handles claims with an electronic claim system. The system
contains the claim form, procedures performed, provider and coverages. The claim system
automatically verifies coverage. Claim payments and policy coverages were verified in claim
testing. The documentation supported the decisions made.

Recommendations: None

W Vir, Coide §§ 33-45-2. & Wi Ve, Code 81, R.'114-14-6 ¢l seq,

Comments: Review methodology for this standard is generic and sample. This standard has a
direct statutory requirement. An insurer must provide claim handling in compliance with its
provider contracts as governed under, and in compliance with W. Va. Code § 33-45-2.

Results: Pass

Random samples of 107 paid claim files were selected for detail testing. The results of the
testing were as follows:

Table G 6 Claims Sample Results
Type Population | Sample | N/A | Pass | Fail %Pass
Paid Claims 746,321 107 0 107 0 100%
Total 746,321 107 0 | 107 0 100%

Observations: Testing determined that claims were properly handled in accordance with policy
provisions and applicable statutes, rules and regulations. Claims were paid timely; no exceptions
were noted in this review,
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Recommendations: None

Standard G7. S
:C‘ompanv clalm fm ms me applo ate.

Comments: Review methodology for this standard is generic. This standard does not have a
direct statutory requirement.

Results: Pass

Random samples of 107 paid claim filesand 107 closed without payment (CWOP) were
selected for detail testing. The claim forms were reviewed for appropriateness. The results of
the testing were as follows:

Table G 7 Claims Sample Results
Type Population | Sample [ N/A | Pass | Fail |  %Pass
Paid Claims 746,321 107 0 107 0 100%
Claims Closed Without Pay (CWOP) 279,336 107 0 [107] 0 100%
Total 1,025,657 214 0 214 0 100%

Observations: The Company receives claims in electronic and paper format. The claim form
used is appropriate for dental claims. There were no exceptions noted during testing of this
standard,

Recommendations: None

> M 4 _. ) :JH_ay.:. ool\.".:Cimp!erXi’T,§G Smmfan{ g
andled in accordance with policy provisions, HIPAA and:

StandardG9.
' ‘elo hout-payment claims. a

W

2, 33-11-4(%9) & Wi Va, Code St R, § 114-14-6.7

1 Cote 8533

Comments: Review methodology for this standard is sample and electronic. This standard has
an indirect statutory requirement. An insurer must provide claim handling in compliance with its
provider contracts as governed under W, Va. Code § 33-45-2.

Results: Pass

A random sample of 107 closed without payment (CWOP) claim files was selected for detail
testing. The results of the testing were as follows:

Table G 9 Claims Sample Results
Type Population | Sample | N/A | Pass | Fail |  %Pass
Claims Closed Without Pay (CWOP) 279,336 107 0 1107 0 100%
Total 279,336 107 0 {107] 0 100%
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Observations; Reasons for closed without payment claims appeared reasonable including
claimant maximum benefit met, below deductible, duplicate paid under another claim and claim
paid under a different procedure code,

Recommendations: None

fStandald G106 : o :
_Ca celed beneﬁt checks and dr afts 1eﬂect appl opl

V. Vo Code § 33452

Comments: Review methodology for this standard is sample and electronic. This standard does
not have a direct statutory requirement,

Results: Pass

Random samples of 107 paid claim files were selected f01 detail testing. The results of the
testing were as follows:

Table G 10 Claims Sample Results
Type Population | Sample | N/A | Pass | Fail | %Pass
Paid Claims 746,321 107 0 [107}] O 100%
Total 746,321 107 0 1071 0 100%

Observations: The Company’s claims payments were completed by check or electronic fund
transfer. Claim payments were made to providers on a billing basis and to claimants on a
reimbursement basis. The claims tested indicated checks were for the proper amount and were
timely. There were no exceptions noted in the testing of this standard.

Recommendations: None
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LisT OF RECOMMENDATIONS

The Company should adopt procedures to ensure policy files are maintained in
accordance with W. Va, Code St R §§ 114-15 ef seq.

The Company should implement procedures to ensure that all complaints are responded
to within fifteen (15) working days in compliance with W. Va. Code § 33-11-4(10).

. The Company should notify the WVOIC of all producer appointments and terminations
in compliance with W. Va. Code § 33-12-18 and W. Va. Code St. R § 114-2.

. The Company should appoint producer agents and not agencies, in compliance with W.V.
Code § 33-12-18.

In cases of termination, the terminated producers should be notified in writing in
compliance with W. Va. Code § 33-12-25.

The Company should document termination reasons in all producer files in compliance
with W, Va. Code § 33-12-25,

The Company should file the rates to be charged for prior approval in accordance with
W. Va. Code § 33-24-6(c).
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EXAMINER’S SIGNATURE AND ACKNOWLEDGMENT

The examiner would like to acknowledge the cooperation and assistance extended by the
Company during the course of the examination.

* In addition to the undersigned, Robert Parsons, MCM and Charles Jewell, MBA, CPCU, ARM,
LUTCE, also participated in the examination,

%&% A %Xf‘ |
Timothy R. Nutt, CI b v
Examiner in Charge
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EXAMINER’S AFFIDAVIT

State of West Virginia

County of Kanawha

EXAMINER'S AFFIDAVIT AS TO STANDARDS AND PROCEDURES
USED IN AN EXAMINATION

I, Timothy R. Nutt, being duly sworn, state as follows:

1. I have the authority to represent West Virginia in the examination of Delta Dental of
West Virginia.

2. T have reviewed the examination work papers and examination repott, and determined the
examination of Delta Dental of West Virginia was performed in a mannet consistent with
the standards and procedures required by West Virginia.

The affiant says nothing further.

Tlmothy R Nutt , '*"
Examiner in Cha1 ge

Subscribed and sworn before me by Timothy R. Nutt on thisgf{c’flay of M, 2011,

Notary Public

My commission expires (\{\qu i))\ . QNDK L!/ |
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March 17, 2011

R 22 M|

VIA EMAIL AND CERTIFIED MAIL

Commissioner Jane L. Cline

State of West Virginia Offices of the Insurance Commissioner
1124 Smith Street

Charleston, WV 25301

RE: Report of Market Conduct Examination of Delta Dental of West Virginia
NAIC Company Code: 12329
WC OIC Examination Number: WV014-M23

Dear Commissioner Cline:

Delta Dental of West Virginia (“DDWV” or “Company”) hereby submits its response to the Department’s
Report of Market Conduct Examination of DDWYV dated February 22, 2011, for the examination period July
1, 2005 through June 30, 2010. The Company will individually address the three (3) “Pass with
Recommendation” and four (4) “Fail” items as follows:

Standard A 7 /REFI OM #2 | RESULTS: PASS WITH RECOMMENDATION. o

Records are adequate, accessible, consistent, and orderly and comply with state records refention
requivements.

Department Recommendation:
The Company should adopt procedures to ensure contract files are maintained in accordance with W, Va,

Code St R § 114-15 ef seq.

Company Response:
The Company has revised its procedures which includes written and electronic policy forms to be maintained
for the current calendar year plus five (5) calendar years in accordance with W.Va. CSR §114-15-4.

Standard B4/ RFLCH #2 | RESULTS: PASS WITHRECOMMENDATION .0 i o

The time frame within which the Company responds to complaints is in accordance with applicable statutes,
rrdes and regulations.

Department Recommendation: 7
It is recommended that the Company implement procedures to ensure complaints are responded to within
fifteen (15) working days in compliance with W. Va. Code § 33-11-4(10).

Delta Dental of West Virginia Telephone: 717-766-8500
One Delta Brive 860-932-0783
Mechanicsburg, PA 17055-6999 TTYTDI), $88-373-3582
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Company Response:

The Company has made changes to its complaint tracking systen: which includes an improvement of the intake
and tracking of hard copy documents. This has been made possible with the implementation of an improved
image capture and routing system which enables the Company to closely monitor the receipt date of incoming
documentation, track routing to the appropriate area, capture details of the inquiry/determination and ensure a
timely response.

Company records of licensed and appointed producers agree with department of insurance records.

Department Recommendation:
The Company should notify the WVOIC of all producer appeintments and terminations in compliance with
W. Va. Code § 33-12-18 and W. Va. Code St. R §114-2,

Company Response:

The Company has revised its producer agent appointment procedures to include notifying the Department of
producer agent appointments and terminations in compliance with W. Va. Code § 33-12-18 and W. Va. Code St.
R§ 114-2-1. Also, all interal company records/files of licensed and appointed West Virginia producer agents
have been compared and reconciled with the Company’s system of record (known as “RegEd” and used to
manage the lifecycle of producer agents).

The producers are properly licensed and appointed (if vequired by state law) in the jurisdiction where the
application was taken.

Department Reconmmendation: _
The Company shouid appoint producer agents and not agencies, in compliance with W.V. Code § 33-12-18,

Company Response:
The Company has revised its producer agent appointiment procedures to include appointing all producer agents
affiliated with a DDWYV client, in compliance with W.V, Code § 33-12-18.

Termination of producers complies with statutes vegarding noftification to the producer and notification to
the state if applicable. '

Department Recommendation:
In cases of fermination, all producers should be notified in writing in compliance with W. Va. Code § 33-12-

25,
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Company Response:

The Company has revised its producer agent termination procedures to include notifying the Department within
30 days of termination in compliance with W. Va. Code § 33-12-25, Also, written and electronic communication
documentation will be placed in the producer agent’s file while the Company simultancously sends a letter of
notification to the terminated agent, Attached as Exhibit A, is a sample copy of a notification letter. This version
of the termination notification letter would be sent to those producer agents who do not have any active DDWV
clients on record. The letter will be modified to reflect the reason for termination, as appropriate.

Records of terminated proditcers adequately document reasons for terminations.

Department Recommendation:
The Company should document termination reasons in producer files in compliance with W, Va. Code § 33-
12-25,

Company Response: .

The Company has revised its producer agent termination procedures to include documenting the termination
reason(s) in a producer agent’s file in compliance with W. Va, Code § 33-12-25. The Company has reviewed all
terminated producer agent files and they now contain the termination date, termination reason and notification to
the producer agent. Simultaneously, a letter of notification has been sent to the terminating producer agents. See
Exhibit A for a sample copy of a termination notification letter.

The rates charged for the policy coverage are in accordance with filed rates (if applicable) or the company-
rating plan.

Department Recommendation:
The Company should comply with W. Va. Code § 33-24-6(c) and file the rates to be charged for prior

approval,

Company Response:
The Company will be reviewing its rates on an annual basis and will file rate changes with the Department in

compliance with W. Va. Code § 33-24-6(c}.

In reviewing the Department’s Report of Market Conduct Examination of DDWYV, it appears that a formatting
issue occurred in the Observations and Recommendations sections of Standard F I. Under the former, the word
“Observations” was cut-off and reads, “Observat” bumped up against the Departiment’s comments. Likewise,
under the Reconnnendations section, there is an incomplete sentence/paragraph. Nevertheless, the Company
undesstands the Department’s intended message.



Commissioner Jane L. Cline Page 4
WV OIC Examination Nmnber: WV(014-M23
March 17, 2011

Also, your letter dated February 22, 2011 (as attached to the report to which we respond here) was addressed to
James Keteisleger, the Company’s Director of Accounting and Financial Reporting. For clarification purposes
where future correspondence is concerned, Mr. Ketelsleger is managing the also recently conducted Financial
Examination of DDWV. We would ask that you direct all future correspondence related to the Market Conduct
Examination of DDWYV to me, as undersigned.

In closing, the Company has revised its business practices and procedures to bring each of the “Pass with
Recommendation™ and “Fail” items into compliance with West Virginia regulations and requireinents.

Respectfully submitted,

Whitney H. Sherbocker
Director, Enterprise Regulatory

Enclosure: Exhibit A — Sample Agent Termination Notification Letter

c:  Katherine L. Watts, Vice President, Legal & Regulatory
Michael G. Hankinson, Director & Corporate Counsel
Rachel Herzke, Senior Regulatory Analyst
Jim Ketelsleger, Director, Accounting & Financial Reporting
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EXHIBIT A

DATE

<NAME>
<ADDRESS>
<CITY, STATE ZIP>

Dear

Thank you for the business you have brought to Delta Dental of West Virginia (“Delta Dental™). As you are aware,
West Virginia Insurance Law requires Delta Dental to appoint all agents who sell our products with the Offices of
the Insurance Commissioner.

A recent review of our files indicates that you currently do not have any clients with Delta Dental; therefore, we will
be terminating your appointment unless we hear from you within the next thirty (30) days to the contrary.

Of course, we will happily re-appoint you whenever you later place any business with us. We will then require that
you complete the necessary forms and provide current documentation so that you may be reappointed as an active
agent for Delta Dental,

Please do not hesitate te call Delta Dental at 1-800-471-7091, extension 3009, with any questions. Thank you for
your cooperation and we look forward to doing business with you in the future.

Sincerely,

Roy M. Hilliard
Sr. Vice President, Marketing

RMH/

Delta Dental of West Virginia ]

Administrative Offices Administrative: 8co-471-7091
One Delta Drive Customer Service: 8oo0-932-0783
Mechanicsburg, PA 17055-6990 TTY/TDD: 888-3171-3582



