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STATE OF NEW YORK 

INSURANCE DEPARTMENT 
25 BEAVER STREET  

NEW YORK, NEW YORK  10004 
George E. Pataki                Howard Mills 
Governor                Superintendent 

 
 

July 1, 2005 
 
 
Honorable Howard Mills 
Superintendent of Insurance 
Albany, New York 12257 
 

Sir: 

 In accordance with instructions contained in Appointment No. 22310, dated February 7, 

2005 and annexed hereto, an examination has been made into the condition and affairs of Life 

Insurance Company of Boston & New York, hereinafter referred to as “the Company,” at its 

home office located at 4100 Old Vestal Road, Vestal, New York 13850. 

 Wherever “Department” appears in this report, it refers to the State of New York 

Insurance Department. 

 The report indicating the results of this examination is respectfully submitted. 
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1.  EXECUTIVE SUMMARY 

 

 The examiner’s review of a sample of transactions did not reveal any differences which 

materially affected the Company’s financial condition as presented in its financial statements 

contained in the December 31, 2004 filed annual statement.  (See item 5 of this report) 

 The examiner’s review of the Company’s market conduct activities did not reveal 

significant instances which deviated from the New York Insurance Law, Department regulations 

and circular letters and the operating rules of the Company.  (See item 6 of this report) 
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2.  SCOPE OF EXAMINATION 

 

 The prior examination was conducted as of December 31, 2001.  This examination covers 

the period from January 1, 2002 through December 31, 2004.  As necessary, the examiner 

reviewed transactions occurring subsequent to December 31, 2004 but prior to the date of this 

report (i.e., the completion date of the examination). 

 The examination comprised a verification of assets and liabilities as of December 31, 

2004 to determine whether the Company’s 2004 filed annual statement fairly presents its 

financial condition.  The examiner reviewed the Company’s income and disbursements 

necessary to accomplish such verification and utilized the National Association of Insurance 

Commissioners’ Examiners Handbook or such other examination procedures, as deemed 

appropriate, in such review and in the review or audit of the following matters: 

Company history 
Management and control 
Corporate records 
Fidelity bond and other insurance 
Officers' and employees' welfare and pension plans 
Territory and plan of operation 
Market conduct activities 
Growth of Company 
Business in force by states 
Mortality and loss experience 
Reinsurance 
Accounts and records 
Financial statements 

 The examiner reviewed the corrective actions taken by the Company with respect to the 

violations, recommendation and comment contained in the prior report on examination.  The 

results of the examiner’s review are contained in item 7 of this report. 

 This report on examination is confined to financial statements and comments on those 

matters which involve departure from laws, regulations or rules, or which require explanation or 

description. 
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3.  DESCRIPTION OF COMPANY 

 

A.  History

 The Company was incorporated as a stock life insurance company under the laws of the 

State of New York on May 25, 1988, and was licensed and commenced business on March 7, 

1990.  Initial resources of $6,000,000, consisting of common capital stock of $2,000,000 and 

paid in and contributed surplus of $4,000,000, were provided through the sale of 20,000 shares 

of common stock (with a par value of $100 each) for $300 per share. 

 In June of 1992, the Company received a $500,000 cash contribution to surplus from its 

parent, Boston Mutual Life Insurance Company (“Boston Mutual”), increasing gross paid in and 

contributed surplus to $4,500,000. 

 In September of 1998, the Company received a $2,000,000 cash contribution to surplus 

from its parent, increasing gross paid in and contributed surplus to $6,500,000. 

 In December of 2002, the Company again received a $1,000,000 cash contribution to 

surplus from its parent, increasing gross paid in and contributed surplus to $7,500,000.  

 In November of 2004 the Company moved its corporate home office to Vestal, New 

York from New York, New York. 

 

B.  Holding Company

 The Company is a wholly owned subsidiary of Boston Mutual, a Massachusetts 

company. 

 An organization chart reflecting the relationship between the Company and significant 

entities in its holding company system as of December 31, 2004 follows: 

 

Boston Mutual Life 
Insurance Company 

 

Boston Mutual Management 
Corporation 

Life Insurance Company of Boston 
& New York 
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 The Company had one service agreement in effect during the examination period. 

Type of 
Agreement 

and 
Department 
File Number 

 
 
 

Effective 
Date 

 
 

Provider(s) 
of 

Service(s) 

 
 

Recipient(s) 
of Service(s)

 
 

Specific 
Service(s) 
Covered 

Income/ 
(Expense)* For 
Each Year of 

the Examination

 
Administrative 
Service 
Agreement 
29213 
 

 
11/01/1999 

 
Boston 
Mutual 

 
the 
Company 

 
All services  

 
2002 $(732,944)
2003 $(651,127)
2004 $(680,715)
 

* Amount of Income or (Expense) Incurred by the Company 
 

 The Company also has a consolidated federal income tax allocation agreement in effect 

with its parent. 

 

C.  Management 

 The Company’s by-laws provide that the board of directors shall be comprised of not less 

than nine and not more than 15 directors.  Directors are elected for a period of one year at the 

annual meeting of the stockholders held in June of each year.  As of December 31, 2004, the 

board of directors consisted of nine members.  Pursuant to the by-laws of the Company, regular 

meetings of the board of directors shall be held on such dates as the board may designate.  

Meetings of the board were held in February, May and November of 2002 and in February, June 

and November of 2003 and 2004, respectively. 

 The nine board members and their principal business affiliation, as of December 31, 

2004, were as follows: 

 
Name and Residence

 
Principal Business Affiliation

Year First 
Elected 

   
Robert R. Gallagher* 
Scarborough, MA 

Retired President 
North American Reinsurance Company  

1988 

   
Leo C. McKenna* 
Windsor, VT 

Financial Consultant 
Self Employed 

1988 
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Name and Residence 
 
Principal Business Affiliation 

Year First 
Elected 

 
Frank E. Melo 
Walpole, MA 

 
Treasurer 
Life Insurance Company of Boston & New York 
Second Vice President and Internal Auditor 
Boston Mutual Life Insurance Company 

 
1988 

   
Marnie W. Mueller* 
Hartford, CT 

Retired 2004 

   
Beverly L. Petersen 
Mansfield, MA 

Secretary and Chief Compliance Officer 
Life Insurance Company of Boston & New York 

2003 

   
Paul E. Petry 
Osterville, MA 

President, Chief Executive Officer and Chairman 
  of the Board 
Life Insurance Company of Boston & New York 

1996 

   
Timothy L. Porter* 
New York, NY 

Chief Counsel for Labor and Employment 
AT&T  

2000 

   
Thomas H. Schwarz* 
New York, NY 

Partner 
Smith Hanley Associates 

1988 

   
Robert D. Whoriskey* 
Larchmont, NY 

Tax Specialist 
Curtis, Mallet-Prevost, Colt and Mosle 

1988 

   
* Not affiliated with the Company or any other company in the holding company system 
 

 The examiner’s review of the minutes of the meetings of the board of directors and its 

committees indicated that meetings were well attended and that each director attended a majority 

of meetings. 

 The following is a listing of the principal officers of the Company as of December 31, 

2004: 

     Name      Title 
Paul E. Petry President, Chief Executive Officer and Chairman 
Frank E. Melo Treasurer 
Beverly L. Petersen* Secretary and Chief Compliance Officer 
Thomas P. Tierney Appointed Actuary 
  
* Designated consumer services officer per Section 216.4(c) of Department Regulation No. 64 
 

 



 
 

7 

D.  Territory and Plan of Operation 

 The Company is authorized to write life insurance, annuities and accident and health 

insurance as defined in paragraphs 1, 2 and 3 of Section 1113(a) of the New York Insurance 

Law. 

 The Company is licensed to transact business only in the State of New York.  In 2004, 

95.54% of life and all accident and health premiums were received from New York.  Policies are 

written on a non-participating basis. 

 The Company writes primarily individual life, group accident and health and group life 

insurance.  In 2004, most of the Company’s premiums were split between ordinary life insurance 

(43.75%) and group accident and health insurance (53.4%), with the remainder from group life 

insurance (2.85%). 

 The Company’s agency operations are conducted on a general agency basis.  Products are 

marketed through a producer network and sold to employer groups in addition to trade and 

professional organizations.  Individual products are marketed through a group of worksite 

marketing general agents.  The Company’s worksite product, Employee Life Option, is an 

interest sensitive whole life insurance product that offers voluntary life insurance coverage to 

employees of manufacturing, healthcare and municipal organizations throughout New York.  It is 

sold through the Company’s worksite program, Employee Security Option. 

 

E.  Reinsurance 

 As of December 31, 2004, the Company had reinsurance treaties in effect with nine 

companies, of which eight were authorized or accredited.  The Company’s life and accident and 

health businesses are reinsured on a coinsurance and yearly renewable term basis.  Reinsurance 

is provided on an automatic and facultative basis. 

 The maximum retention limit for individual life contracts is $50,000.  The total face 

amount of life insurance ceded as of December 31, 2004, was $82,947,199 which represents 9% 

of the total face amount of life insurance in force.  The Company had reinsurance agreements 

with an unauthorized company and reported a recoverable and other debits totaling $53,577 

which were supported by funds withheld and miscellaneous balances. 

 The Company did not assume any reinsurance during the examination period. 
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4.  SIGNIFICANT OPERATING RESULTS 

 

 Indicated below is significant information concerning the operations of the Company 

during the period under examination as extracted from its filed annual statements.  Failure of 

items to add to the totals shown in any table in this report is due to rounding. 

 The following table indicates the Company’s financial growth during the period under 

review: 

 December 31,  
    2001     

December 31,  
    2004     

 
Increase 

 
Admitted assets 

 
$31,552,936 

 
$45,695,506 

 
$14,142,570 

    
Liabilities $27,389,373 $38,459,905 $11,070,532 
    
Common capital stock $  2,000,000 $  2,000,000 $                0 
Gross paid in and contributed surplus 6,500,000 7,500,000 1,000,000 
Unassigned funds (surplus)  (4,336,437)  (2,264,399)   2,072,038 
  Total capital and surplus $  4,163,563 $  7,235,601 $  3,072,038 
    
Total liabilities, capital and surplus $31,552,936 $45,695,506 $14,142,570 

 

 The Company’s invested assets as of December 31, 2004, were mainly comprised of 

bonds (79%) and policy loans (16.8%).  The Company’s entire bond portfolio, as of      

December 31, 2004, was comprised of investment grade obligations. 
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 The following indicates, for each of the years listed below, the amount of group life 

insurance issued and in force (in thousands of dollars): 

 
 Group Life 

 
Year 

Issued & 
Increases 

 
In Force 

   
2002 $57,541 $2,043,435 
2003 $38,236 $   253,595 
2004 $13,110 $   192,495 

 

 Group life insurance in force decreased in 2003, when one agent moved a number of 

large group life cases to another carrier.  The amount of group life insurance inforce that 

terminated in 2003 was approximately $1.8 billion.   
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 The following is the net gain (loss) from operations by line of business after federal 

income taxes but before realized capital gains (losses) reported for each of the years under 

examination in the Company’s filed annual statements: 

 2002 2003 2004 
    
Ordinary life insurance $533,281 $ 700,352 $ 649,762 
    
Group life insurance $  49,466 $(161,587) $(231,271) 
    
Group accident and health $  62,915 $  (69,369) $ 108,618 
    
Total $645,662 $ 469,396 $ 527,109 
 

 The group life losses in 2003 and 2004 were the result of decreases in net premiums and 

increases in the claims ratio. 

 The loss in the group accident and health line of business in 2003 is due to a settlement 

with a reinsurer on a stop loss claim (the Company stopped writing stop loss business in 2000) 

and a high loss ratio on True Group Dental business (the Company stopped writing new True 

Group Dental business in 2003).    
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5.  FINANCIAL STATEMENTS 

 

 The following statements show the assets, liabilities, capital and surplus as of    

December 31, 2004, as contained in the Company’s 2004 filed annual statement, a condensed 

summary of operations and a reconciliation of the capital and surplus account for each of the 

years under review.  The examiner’s review of a sample of transactions did not reveal any 

differences which materially affected the Company’s financial condition as presented in its 

financial statements contained in the December 31, 2004 filed annual statement.   

 
A.  ASSETS, LIABILITIES, CAPITAL AND SURPLUS 

AS OF DECEMBER 31, 2004  
 

Admitted Assets 
 
Bonds $34,028,132 
Stocks:  
   Preferred stocks 429,399 
Cash, cash equivalents and short term investments  1,248,382 
Contract loans 7,256,461 
Other invested assets 128,991 
Receivable for securities (64) 
Investment income due and accrued 624,993 
Premiums and considerations  
   Uncollected premiums and agents’ balances in the course of collection 708,626 
Reinsurance:  
   Amounts recoverable from reinsurers 16,836 
   Other amounts receivable under reinsurance contracts 751,871 
Current federal and foreign income tax recoverable and interest thereon 201,961 
Net deferred tax asset 267,662 
Claim fund with TPA        32,256 
  
Total admitted assets $45,695,506 
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Liabilities, Capital and Surplus  
  
Aggregate reserve for life policies and contracts $34,547,388 
Aggregate reserve for accident and health contracts 1,505,419 
Contract claims:  
   Life 354,687 
   Accident and health 107,844 
Premiums and annuity considerations  for life and accident and health 
   contracts received in advance 

 
48,923 

Contract liabilities not included elsewhere  
   Interest maintenance reserve 363,198 
Commissions to agents due or accrued 202,358 
General expenses due or accrued 240,588 
Taxes, licenses and fees due or accrued, excluding federal income taxes (83,655) 
Current federal and foreign income taxes 7,376 
Amounts withheld or retained by company as agent or trustee 406,291 
Remittances and items not allocated 555,921 
Miscellaneous liabilities:  
   Asset valuation reserve 63,662 
   Payable to parent, subsidiaries and affiliates 46,019 
Uncashed checks pending escheatment 83,412 
Accrued trustee interest        10,473 
  
Total liabilities $38,459,905 
  
Common capital stock $  2,000,000 
Gross paid in and contributed surplus 7,500,000 
Unassigned funds (surplus)  (2,264,399) 
  
Total capital and surplus $  7,235,601 
  
Total liabilities, capital and surplus  $45,695,506 
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B.  CONDENSED SUMMARY OF OPERATIONS 

 

 2002 
 

2003 
 

2004 
 

Premiums and considerations  $10,671,046 $10,901,819 $10,604,273 
Investment income  1,769,247 1,748,985 2,165,306 
Commissions and reserve adjustments  
   on reinsurance ceded 

 
2,205,785 

 
2,721,577 

 
3,213,782 

Miscellaneous income          3,065          5,292          6,709 
    
Total income $14,649,145 $15,377,672 $15,990,070 
    
Benefit payments $  3,763,109 $  4,210,926 $  3,455,194 
Increase in reserves 4,037,232 4,558,076 4,287,234 
Commissions 3,139,226 3,853,992 4,496,495 
General expenses and taxes 2,404,756 2,416,404 2,370,255 
Increase in loading on deferred and 
   uncollected premium 

 
       63,309 

 
      (99,024) 

 
            235 

    
Total deductions $13,407,633 $14,940,375 $14,609,414 
    
Net gain (loss) $  1,241,512 $     437,297 $  1,380,656 
Federal and foreign income taxes incurred      595,852       (32,099)      853,547 
    
Net gain (loss) from operations 
  before net realized capital gains 

 
$     645,660 

 
$     469,396 

 
$     527,109 

Net realized capital gains (losses)       (57,589)                 0                 0 
    
Net income $     588,071 $     469,396 $     527,109 
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C.  CAPITAL AND SURPLUS ACCOUNT 

 

 2002 2003 2004 
Capital and surplus, 
   December 31, prior year 

 
$ 4,163,563 

 
$6,231,867 

 
$6,137,580 

    
Net income $    588,071 $   469,396 $   527,109 
Change in net deferred income tax 2,274,248 38,092 109,598 
Change in non-admitted assets  
   and related items 

 
(1,805,404) 

 
(596,775) 

 
491,813 

Change in liability for reinsurance in  
   unauthorized companies 

 
(9,751) 

 
9,751 

 
0 

Change in reserve valuation basis 382 0 0 
Change in asset valuation reserve 20,759 (14,751) (30,499) 
Surplus adjustment    
   Paid in  1,000,000                0               0 
    
Net change in capital and surplus for the year $ 2,068,305 $    (94,287) $1,098,021 
    
Capital and surplus, 
   December 31, current year 

 
$ 6,231,868 

 
$6,137,580 

 
$7,235,601 
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6.  MARKET CONDUCT ACTIVITIES 

 

 The examiner reviewed various elements of the Company’s market conduct activities 

affecting policyholders, claimants, and beneficiaries to determine compliance with applicable 

statutes and regulations and the operating rules of the Company. 

 

A.  Advertising and Sales Activities 

 The examiner reviewed the Company’s advertising files and the sales activities of the 

agency force including trade practices, solicitation and the replacement of insurance policies. 

 Based upon the sample reviewed, no significant findings were noted.   

 

B.  Underwriting and Policy Forms 

 The examiner reviewed a sample of new underwriting files, both issued and declined, and 

the applicable policy forms. 

 Based upon the sample reviewed, no significant findings were noted. 

 

C.  Treatment of Policyholders 

 The examiner reviewed a sample of various types of claims, surrenders, changes and 

lapses.  The examiner also reviewed the various controls involved, checked the accuracy of the 

computations and traced the accounting data to the books of account. 

 Based upon the sample reviewed, no significant findings were noted. 
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7.  PRIOR REPORT SUMMARY AND CONCLUSIONS 

 

 Following are the violations, recommendation and comment contained in the prior report 

on examination and the subsequent actions taken by the Company in response to each citation: 

 

Item Description 
  

A The examiner recommended that the Company prepare minutes for all 
committees of the board of directors and maintain them at its home office.  

  
 The Company has prepared minutes for all board committee meetings and has 

maintained said minutes at its home office. 
  

B The Company violated Section 1505(d)(2) of the New York Insurance Law for 
entering into reinsurance agreements with its parent, Boston Mutual, without 
notifying the Superintendent 30 days before the effective date of the 
reinsurance agreements.   

  
 The Company filed the above mentioned reinsurance agreement with the 

Superintendent.  
  

C The Company violated Section 219.5(a) of Department Regulation No. 34-A 
when it failed to maintain at its home office a complete file containing a 
specimen copy of every advertisement along with a notation indicating the 
manner and extent of distribution for each advertisement. 

  
 The Company has maintained at its home office a complete advertising file 

containing a specimen copy of each advertisement along with a notation 
indicating the manner and extent of distribution for each advertisement. 

  
D The Company violated Section 219.4(p) of Department Regulation No. 34-A 

when it failed to clearly identify the name of the Company and/or the address of 
the home office in some of its advertisements. 

  
 The Company has clearly identified its name and address on all of its 

advertisements. 
  

E The Company violated Section 219.4(h) of Department Regulation No. 34-A 
when it included the words “low cost” in an advertisement, without any 
supporting documentation. 

  
 The Company did not use the words “low cost” in any advertisements during 

the examination period. 
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Item Description 

  
F The Company violated Section 219.4(e) of Department Regulation No. 34-A 

when it used the words “no cost” to describe a benefit of a policy. 
  
 The Company did not use the words “no cost” in any advertisements during the 

examination period. 
  

G The Company violated Section 2122(a)(2) of the New York Insurance Law by 
calling attention to an unauthorized insurer in its advertisements.  

  
 The Company refrained from calling attention to any unauthorized insurer in its 

advertisements during the examination period. 
  

H The Company violated Section 325(a) of the New York Insurance Law when it 
failed to maintain the books of account at its principal office in this State. 

  
 The Company’s books of account were maintained at its principal office in 

New York.  
  
I The Company did not comply with its approved service agreement.  The parent 

did not forward acceptable backup to the Company’s principal office on a 
monthly basis and did not provide a means to access the electronic information 
maintained at the parent’s home office. 

  
 The Company has complied with its service agreement. 
  
  

 
 

 



 
 

 

 
 
 
        Respectfully submitted, 

         /s/    
        Chacko Thomas 
        Senior Insurance Examiner 

 

 

STATE OF NEW YORK         ) 
                                                  )SS: 
COUNTY OF NEW YORK    )  

CHACKO THOMAS, being duly sworn, deposes and says that the foregoing report, 

subscribed by him, is true to the best of his knowledge and belief. 

 

 

 

         /s/    
        Chacko Thomas 

 

Subscribed and sworn to before me 

this   day of     2005. 

 




	President, Chief Executive Officer and Chairman
	of the Board
	Life Insurance Company of Boston & New York

