


COMMISSIONBR OF SECURITIES AND INSURANCE
MONTANA STATE AUDITOR

STATE OF MONTANA

IN THE ]\4ATTER OI IIII] RI]PORT OF
MAIiKEI' CONDLJC']' EXAMINAI'ION O}'
AT,LEGIANCE LIIIE AND IIEALT}I
INSURANCE COMPANY. INC,.

CASE NO. INS.2Ol5- I2

FINDINGS OF T'ACT, CONCLUSIONS
OF LAW AND ORDER ADOPTING THE
MARKET CONDUCT EXAMINATION

IIEPORT FOR THE PERIOD JANUARY
l, 2009 THROUGH DBCEMBER 31,2013

Resf(x1Jenl.

Having fully consideled the proposed Report ofthc Market CondLlct Examinaiion of

Allegiance l,ife and Heitlth Insurance Cornpany. lnc. (Compary). dated January 20, 2016. the

Conrn1issioner ofSecurities and Insurance. Montana State Auditor, hereby makes the following

Findings ofl'act. Conclusions ofLaw. and Orde. adopting the nurket conduct examination

repo :

FINDIN(;S OF FACT

L Kim llewitt, David Dachs al1d Carol Roy, the Examiners representing the Of'fice ofthe

Montana State Auditor, CommissioDer of Securities and Insurancc (CSl), conducted an

examination ol'lhe Conrpany's a]'lirirs, transaclions. and records and prepared a Markel Conduct

Ilxanrination Report ( Repo() covedng the period from .lanuatJ 1, 2009 through December 31,

201 3.

FINDINGS OFFACT, CONCLUSIONS OF LAWAND ORDER ADOPTINC THE MARKET CONDUCT EXAMINATION
REPORT FOR THE PERIOD JANUARY I,2OO9 THROUCH DECEMBER 3I,20I3



2. l hc veriticd *ritten Repo( was completed and served on January 20. 2016. together with

a notice giving the Company 30 days to make u,ri11en submission or rebutlal u,itlt respect to any

matters conlained in the Repon.

3. The Company submitted written responses to the Recommendations contained in the

Report on February 18,2016.

4. The CSI reviewed the Company responses and did not modiry the Report.

CONCLI]SIONS OF LAW

l. Ihe Commissioner hasjurisdiction over this nlatter pursuanl to Mont. Code Ani.

$ 33- 1-31 I, which charges the Conlmissionel with the duty of adninistering and enforcing the

Montana Insurancc Code, and pLrrsuant to sections in Mont. Codc Ann.. l itle 33, Chapter l, Part

4. rvhich govern examination of insurers by the CSI and Mont. Code Ann. | 33-4-315, uhich

governs the examinations of farm mutual insuers.

2. Pursuant to Moit. flode Ann. | 33-l-409, thc CSI has autho ty to issue a linal agency

detemination with respecl to this Report.

ORDER

Having calel'ully and thoroughly revicwed and considered the Report. relevant exaniner

workpapers. aDd any u,r'itten submissions in this malter. IT IS ORDfRED:

l. 'l he Market Conduct Exarnination Report ofAllegiance Lif'e and Health Insurance

Company lbr the period January 1, 200t) through December i 1, 2013. attached hereto as Exhibit

A, is hereby adopted in t'ull.

2. Wilhin 30 days of'the mailing ofthis Order', each ofthe Company's directors shall tile

aflldavits \\,ith the CSI stating under oath that they have received a copy ofthe adopted Report

iuld relaled Order.

FINDINCSOIJ FACT, CONCI-USIONS OF LAW AND ORDER ADOPTINC THE MARKET CONDUCT EXAMINATION
REPORT FOR TH E PERIOD JANUAiY I , 2OO9 THROUGH DECEMBER 3 I , 20 I ]



3. Pursuant to Mont. Code Am. S 33-l-409 (5), this Oder ard the adopted Market Conduct

Examination Report (Exhibit A) shall remain confidential lbr 30 days following the issuance of

same.

osrao tns 34 day of March,2016.

CERTIFICATE OF SERVICE

t hereby c€rti& that on Oedl/aay ofVarcl, 2016, I served a true and accuate copy of

the lbregoing Findings ofFact, Conclusions ofLaw and Order Adopting the Market Conduct

Examination Report fo1 the Period January l, 2009 0rough December 31. 2013. by U.S. mail,

postage prepsid, to the lbllowing address:

Mr. Dirk Visser
Allegiance Life and Health Insurance Company
2806 South Garfield Street
Missoula. MT 59801
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January 20,2016

The Honomble Monica J. Lindeen
Montana State Auditor
Commissioner of Securities and Insurance
840 Helena Ave.
Helena, MT 59601

Dear Commissioner Lindeen:

Pu6uant to your authority delegated under the provisions ofMont. Code Ann. gg 33-1-401 altd
in accordance with your instructions, a market conduct examination ofthe business practices and
affairs have been conducted on:

Allegiance Life and Health Insurarce Company, Inc.
2806 S. Garlield
Missoula, MT 59801

The Company is a Montana domiciled life and health insurer, hereinafter refened to as ,,AL&H,'
orthe "Company". The examination covered the period from January 1,2008 through
December 31, 2013.
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EXAMINATION PURPOSE AND SCOPE

The office ofthe Montana State Auditor, Commissioner ofSecurities and Insurance conducted a
market conduct examination ofAllegiance Life and Health Insurance Company, Inc. (hereinafter
referred to as the Company or AL&H). The examination covered the period from January l,
2009 through December 31,2013.

The examination was conducted pulsuant to the prcvisions ofMonl. Code Ann. $$ 33_l-401, e/
seq., and in accordance wilh the procedures and guidelines outlined in the Ma*et Regulation
Handbook as adoptedby the National Association oflnsurance Commissioners (NAIC) and the
Montana State Auditor, Commissioner ofsecurities and lnsurance (CSI). The examination was
completed in Montana.

This examination included a review ofthe Company's practices in the areas listed below:

l. Operations and Management
2. CSI Complaint I-landling
3. Appeal HandiinS
4. Marketing and Sales

5. Producer Licensing and Commissions
6. Policyholder Services
7, Underwriting and Rating
8. Claims

The Market Conduct Examination consisted ofa reviewofdata, information, materials, documents
and files requested by the examiners and supplied by the Company. Upon review of the
Company's submissions, any concerns or questions were noted and the Company was notified in
writing with either an "lnformation request', or ,.Concern form',. The concem form provided space
lbr the Company to respond in writing, either in agreement with the exa$iner,s concems or ro
explain or justify the Company's action regarding the issue mised by the examiners. After
consideration ofthe Company's responses, ifnecessary, examiners issued a,,Finding form,,. The
finding form provided the Company with a final opportunity to respond in writing either to agree
with the examiner's finding orto provide additional information, explanation, orjustification prior
to the finding(s) being entered into the repon ofexamination.

All unacceptable or non-complying practices may nol have been discovered during the course of
the examination. Additionally, findings may not be material to all areas that would assist the
Insurance Commissioner of Montana. Failuie to identify specific Company praclices does not
constitute acceptance of such practices. Additionally, a report of examination should not be
construed to endorse or discredit any insurance company or insumnce product.

ALTIOIANCE LITE AND HEALTH INSURANCE COMPANY
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OPERATIONS AND MANAGEMENT

Allegiance Lile and Health Insurance Company, Inc. (AL&H or the Company) operates in
Montana. The lollowing describes their written premiums, market share, administralive expense
ratio, medical loss ratio, and state consumer complaint share:
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The Company sold pdmarily large and small employer grcup covemge during the time covered by
the examination. Effective November l, 2013, the Company ceased offering small employer
group insurance, which accounted for most ofthe written plemiums. Insurers who withdraw from
the smallemployer group market are prohibited from selling insurance in this markel for a period
of5 years from the date ofdisconrinuance, pursuanr to MCA S33-22-524(4Xb).

TheCompany conducts internalaudits ofclaims and other market related activities. The Company
provides antifraud training to their employees, who as a part oftheir training specifically look for
fraud. The Company disaster rccovery plan includes an offsite data center. The Company s€nds
all claims data lo a secure offsite data center in Piflsburgh, Penosylvania in addition to a separate,
secure location locally. A complete review of the Company computer systems was conducted as
a part ofthe recent financial examination ofthe Company and was, therefore eliminated from this
examination.
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COMPANY HISTORY

The Company was originally founded in l98l as Intermountain Administrators, a lhird pany
administrator. The Company name was changed on April 1,2003 to Allegiance Benefit plan
Management, Inc. (ABPM).

Allegiance Life and Health Insurance Company, Inc. (AL&H or the Company) was incorporated
under the laws ofthe State of Monlana. A certificate ofauthority was granted on November 30,
2006. The Company is authoized to transact life and disability insurance and operates in Montana.

The Company is a subsidiary of Benefit Management Corporation, a holding company, Benefit
Management Corporatioh was incorporated on August 12, 1999. On May 31,200g, Benefit
Management CorpoEtion became a subsidiary of Great-Wesl Life and Annuity Insurance
Company. On April l, 2008, Connecticut General Life Insurance Compaoy, Inc. a wholly owned
subsidiary of CIGNA Corporation; acquired the shares owned by Great-West Life and Annuity
Insurance Company, Inc. Effective April l, 2008, Allegiance Benefit plall Management Inc.
(ABPM) was acqui.ed by Connecticut General Corporation. Connecticut Geneml Corporation is
owned by CIGNA Corporation, a publicly traded Delaware holding company.

The Company entered into an administrative seryicgs agreement with Allegiance Benefit plan
Management, Inc. (ABPM). Under the terms of the agreement, ABPM performs virtually all of
the services necessary to operate the Company, including, but not Iimited lo, providing accounting,
contracting with subscribers and providels, processing and adjudicating claims, utilization
management services, pharmacy benefit management services, legal and regulatory services,
information technology sewices, as well as production and mail room services. The Company is
charged administrative fees, for these services.

The Company entered into an agreement January l, 2009 with Starpoint, LLC, doing business as
StarPoint Healthcare Group (Starpoint). Under the terms ofthe agreement Starpoint provides l)
case management, 2) disease and chronic carc management, 3) predictive modeling lo identify
individuals with high clinical risk and to develop optimal medical management for lhose
individuals, and 4) utilization management for the review ofhealth care services to determinc the
medical necessity or the appropriate level ofcare. The Starpoint agre€ment lvas amehded in 20lO
to eliminate the Fedictive modeling component ofthe contract.

ALLEGIANCE LIFE AND HEALTH INSURANCE CoMPANY
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COMPLAINT HANDLING

Complaints Standard #l - Complaints are recorded in proper format

MCA S 33-3-401 &MCA$33-18-1001

The Company provided the CSI with a copy ofthe Complaint record developed by the Company
in order to demonstrate compliance with MCA S 33-18-1001. The Company's complaint record
failed to include 6 complaints recorded by the CSI.

APPEALS

The appeal sample contained 49 files. A careful review ofeach file indicated that only 15 ofthe
49 files actually involved an appeal. Federal law, 29 CFR Part 2560 outlines the U.S. Department
of Labor (DOL) regulations that applied to employer group heahh insurance and group plans
throughout the exam timeframe. The passage of the Affordable Care Act in 20 l0 (ACA) set forth
standards for plans and issueN regarding internal claims and appeal processes as well as extemal
reviews. [n addition, Montana had statutes in place as early as l99l to address utilization review
standards and later standards for the review of adverse determinations, including independent
reviews. Therefore, each appeal sample was reviewed individually based on the time the appeal
was initiated. All appeals during the exam were rcquired to meet the standards established in 29
CFR Part 2560 (US DOL regulations). Appeals pdor to January l, 20 12 werc also reviewed based
on Monlana slatutes and are labeled as Appeals Segment A, Appeals on or after Jantrary l, 2012
were reviewed based on federal guidance regarding the ACA in addition to the DOL regulations
and are labeled Appeals Segment B.

Appeals Segment A

Appoals StrDdard #2 - The Compally provided the independent review entity the
documentation within thr€e buriness days.

Apperls Standard #5 - The herlth carder m.kes standsrd utilization r€view rnd benefit
determinations in a timely manner and as required by spplicable state statutes, rules and
reguiations, as well as the provisions ofHIPAA.

MCA S$ 33-37-r02(2) & 33-32-203.

For one appeal ofa partially denied claim the Company took 25 calendar days to initiate the appeal
and to request medical records. The Company took another 19 calendar days to send the
information to an outside reviewer following receipt of the requested medical information. The
outside review resulted in the determination that lhe claim was payable. The claim was paid by the

ATLEGIANCE LIIE ANO HEALTH INSURANCE COMPANY
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Company I 13 calendar days aftcr their receipt of the outside review report. MCA g 33-32-203
requires lhat decisions regarding appeals must be made within 60 days ofthe receipt ofthe medical
records.

Appeals Segment B

M€ntal Health Parity Acl of 2008, 45 CFR pArt 146, Federrl Register dated February 2,
2010.

One appeal was submitted due to the denial of mental heahh claims upon reaching the 30'r,
outpatient visit. The CSI maintains that mental illness is often a chronic disease and comparable
to chronic physical illness such as Diabetes, and therefore should be in parity.\rith primary care
visils for physical heallh under the Menral Healrh parity Acr (MHPAEA). As indicated in
MHPAEA, out-patieflt menlalhealth therapyshould not be compared to ,.phys ical or occupationel,,
therapy. Requiring additional reauthorization, conlinuation reauthorization and provider
justification for more than 30 visits to a chronic illness, because it is a mental illness appea$ to be
a nonquantitative treatment limitation, prohibited under MHPAEA. Some mental health out-
patient treatment may b€ ofshort duration, but other types ofmental illness may require lifelong
treatment. Each case must be separalely assessed. Treatment for mental illness may not be
arbitrarily limited in this way,

MARKf,TING AND SALES

A request for a listing ofadvertisement and marketing materials used by the Company during the
time period ofthe exam was sent to the Company. The initial Company response indicated there
were not materials fitting the parameters ofthe request. After further clarificatioo, the Company
provided three items to the Examiner; only one of which wa:i an advertisement, however; the
Company indicated thal it was used outside the time period of the exam. The Company operations
closely align with another company in the group; Allegiance Benefit plan Management. The
Company advised that advenising and marketing efforts are done through Allegiance Benefit plan
Management; therefore, standards related to advertising and markeling pieces were not tested.

AI,I,EGI NCE LIfE AND HEALTII INSURANCE COMPANY
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PRODUCER LICENSING

Producer Licensing Standird #1 - Producen are properly licensed & CE is up to date
Producer Licensing Standard #2 - ProduceH are properly appoinled
Producer Licensing Standard #3 - Comprny prop€rly and timely notllies CSI of producer
Terminaaion

MCA $S 33-17-214, 33-17-23tQ)Q)(), 33-t?-241 and 33-3-il0l(l).

Allegiance Life and Health Insurance Company has no procedures in place to rnonitorthe licensing
status ofthe producers it appoints. Company records indicated 4 (four) producers held current
appointments with the Company; when in fact, the producers' licenses had been terminated by the
CSI due to a lack oftimely submission ofthe required continuing education materials and/or fees.

Producer Licensiog Standord #1 - Producer$ are properly licens€d & CE is up to date

MCA $ 33-r7-214

Allegiance Life and Health Insurance Company paid commission to two producers during a time
period when fiey were not properly licensed as producers in Montana.

Producer Licensing Standrrd #2 - Producers ,re properly sppointed

MCA $ 33t7-236

The Company entered into producer agreements with certain insurance agencies and appointed
some individual prcduce$ affiliated on the license of these agencies; howevet the Company
neglected to appoint the agencies. The Company issued commission payments to the un-appoililed
agencies mtherthan the appoiflted individuals.

POLICYHOLDf,R SERVICES

This seclion was reviewed as part ofunderwriting and Rating and no exceptions were noted.

AI-LEoIANcE LIFE AND HEALTH INsURANCE CoMPANY
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UNDERWRITING AND RATING

The Underwriting and Rating sample contained 45 files. Each file represented an employer group
insured by the Company dudng the time period ofthe examination. The findings resulting from
this review are as follows:

Underwriting.nd Rating St.ndard #13 - Premium Billings Issued Timely/Accurately
Und€nvriting and Rsting Standrrd #16 - Adequat€ Fils Documentrtion

MCA$$33-r?-r01,33-17-102(3xii0,33-17-102(20),33_17-602,33-17_61t.33.1?.613&33-
3-40t.

The Company invoiced, collected and disbursed premium charged for Accidental Death and
Dismemberment, Lile Insurance) and Long Term Disability Insurance which was provided by an
insurer other than the Company. The Company was unable io supply a wdtten agreemenr to
support the arrangement.

Underwriting and Rating Standsrd #14 - Rsting is in accordancc wiah MT larv rnd Co.
Rating Plan
Undenvriting rnd Rating Sfandard #15 - No rebates/commission cuas or induccments

MCA SS 33-3-40r(r), 33-rs-102(2), 33-tE-208(2) & 33-r8-2r2(2)

The payment of"commission" or "consulling fees,,was arranged between the producerhonsultant
and the Company at the direction ofthe producer/consultant. In some instances a,,commission,,
was aranged on a policy for a particular policy year while a ',consulting fee,, was aranged at the
following policy renewal, or vice versa. A policy issued to the same employer group(s) sometimes
swilched between a "commission" vs. a "consulting fee,, aralgement several times during the time
period covered by the examination. The producer/consultant assigned to a particular employer
g.oup(s) remained the same during each of these years. The .,consulting fee" was paid by the
Company to the Agency with whom the ,,consultant', held an alnliation as a ,,producar',. The
Company incorporated the "consulting iees,, into the rating plan and ultimately into the premium
billed lo lhese employer groups. "Consulting fees', wete billed as premium to employer groups;
however, the Company did not consider "consulting fees,,a part ofthe premium for purposes of
payment of premium tax, The Company was unable to produce copies ol any written
memoBndums or agreements acknowledging any part ofthe arrangement between the consultant,
the employer grcups, or the Company.

The Company did not always utilize a commission schedule that was based upon uniform criteria;
instead, the Company allowed producers to selec he amount ofcommission they were willing to
accept on certain employer group conhacts. This practice enabled lhe producer to contribute the
amount of the commission reduction to the employer group in the form of a rate/premium

AI-I-ECIANCILI!IJANDHEALl}IINSUMNCECOMPANY
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reduclion. The reduction in rate/premium created by the commission reduction acled as an
inducement to the purchase ofthe insurance coverage by the employer group. This practice may
aiso have resulted in discrimination between groups with comparable risk chamcteristics and
similar product selectioo.

PAID AND DENIED CLAIMS

Cl.ims Standard #l - Claim liles are handled in accordance with policy proyhions, HIPAA,
and state law,
Clrims Standsrd #2 - Timely and reasonable investigations are conducted.
Claims Standard #3 - Claims are resolved in a timely manner.

MCA $ 33-r8-232.

A random sample of 66 paid claims was reviewed and one claim exception was noted. The
Company failed 10 pay a claim within 30 days ofreceipt. The Company did not ask for addirional
information. The Company later paid the claim to the insured aad then inconectly initiated a
request for reimbursement ofthe clairn from the provider. The Company did noi conduct a timely
investigation ofthe claim. Subsequently, the Company reprocessed and paid the claim conectly.

Thirteen claims in the paid claims sample were claims for mandated benefits and no exceplions
were noted.

Claims Standard #1 - Claim liles arc handled in accordance with policy provisions, HIPAA,
and state lew-

MCA $S 33-22-lIt, 31-8-202 & 33-22-312,

A random sample of 92 denied claims was reviewed. Twenty-five of the claims were duplicate
claims. Palment ofthe duplicate claims was veriiied without exception; and these claims were
eliminated from the sample.

Fourteen claims in the sample were for mandated benefits. One claim for well child care was
denied inconectly. The service was provided by an advanced practice registered nurce, who is
allowed to provide services within the scotr€ ofpractice. The insured is allowed freedom ofchoice
ofpractitioners for the well child care mandated benefits. Tfie Company immediately reprocessed
and paid the claim upon receipt ofthe claim information from the Examinerc.
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CONCLUSION

The Market CoDduct Examination Reporl ofAllegiance Life and Health Insurance Company,lnc.
is respectfully submitted to the Honorable Monica J. Lindeen, Montana Slate Auditor and
Commissioner of Securities and Insurance.

The Examiners appreciated the courteous assistance ofthe Company throughoul the examinalion
process.

RECOMMENDATIONS

The Company must maintain its complaint record in a manner that fully complies with MCA g 33-
l8-1001.

The Company must issue commission payments in a mannet that accwately corresponds with the
Company's appointments.

The Company must cease invoicing, collecting and disbursing premium for other insurers without
securing a witten agreement detailing and supporting the anangement.

The Company must cease the payment ofconsulting fees to consultants or prcducers.*

The Company must follow state and federal intemal and extemal appeal notice requirements,
clearly delineate when an intemal and extemal appeal request is made, and clearly distinguish
internal appeals ftom extemal appeals.

r 11 is also rccommended the Co,, with the assistanc€ ofthe CSI, calculate and pay any premium
tax they may have heretofore avoided by engaging in the practice.

ALTEGIANCE LIFE AND HEA|-TH INsuRANcE CoMpANy
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SUGGESTIONS AND COMMENTS

The Company should set specific para$eters for obtaining any additional informalion, and share
all information pertaining to the appeal decision with the member, whether the decision is to
continue to deny the claim or seryice, or to pay the claim or allow the services as medically
necessary. The Company shouldalsoset specific procedures in place to send appeals to an extemal
reviewer on a timely basis, and to track the payment of claims following the review to ensure
compliance with timely payment ofclaims and timely notice following an appeal.

The Company should have a form to allow their insureds to designate a providgr or another person
as their rcpresentative io an appeal, All appeals must include the contact informatio[ for lhe CSI,
including for self-funded health plans, because the CSI is the designated ombudsman for assisting
all Montana residents with the appeal process, both intemal and extemal.

The Company should set specific parameters for claims that are refered to the home omce ofthe
pareot company, CIGNA, so that claims can be finalized timely.

The Company should establish procedues to monitor the licensing status of ils appointed
Producers.

ALt-EclANcE L|FE AND HEALTH INsuMNcsCoMp Ny
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EXAMINER'S AFFIDAVIT

St te of Montam
County oflewis and Clark

EXAMINER'S AFFIDAVTI AS TO STANDARDS AND PROCEDURES USED IN THE
EXAMINATION

I, Kirn Hewitt, being duly swom, stales 8s follows:

l, I have thc authority to rcpr€sqrt Montana in the examination ofAL&H-

2, I have rwiewed lhc examination work papoB and examination reDon. and the
examirutioa of AL&H wqs perform€d in a manner coNist€ut with fie'st8trdafds and
procrdules r€quir€d by Montar&

Thc aftant says nothing further.

subscribed and swom beforc mc by Kim Hewin - rnir;{a^ffi, zorc.
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EXAMINER'S AFFIDAVIT

Statc of Montana
County of Lewis and Clat*

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

I, Carol Roy, being duly swonq states as follows:
l. I have the suthority to rcpres€nt Montaoa in thc examination of Allegiarrcc Life and

Hedth Insur8nce Company, hc. (AL&H).

2. I have reviewed the cramination work papcN and o(amination repod as ofD€crmbq 30,
2015, and the examination of AL&H was pcrformed in a mamer c.Nhtent with fie
standsrds ard proceduras requircd by Montana.

The affiant says nothing further.

Subscribcd and su/om beforc me by Carol Roy on this 30th day ofDecsnber, 2015.
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EXAMINER'S AFFIDAVIT

state of Montana
County ofLewis and Clark

EXAMINER'S AFFIDAVIT AS TO STANDARDS AND PROCEDURES USED IN THE
EXAMTNATION

I, David Dachs, being duly swom, states as follows:

I . I have the authodty to represent Monlana in the examinstion of AL&H.

2. I have reviewed the examination work pape6 and examination report, and the examination
of AL&H was performed in a manner consistent with the standands and procedures
required by Montana.

The alnant says nothing funher.

Subscribed and swom before me by Kim Hewitt on this lo'ft day ofJanuary, 2016.
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