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S- %% Offices of the Insurance Commissioner
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SO Nig i ars GASTON CAPERTON HANLEY C. CLARK
T T Governor . A‘ngust 28, i8g4 -

Insurance Commissioner

HAND DELIVERED

Ms. Judy Cooper, Director
rdministrative Law Division

Office of the Secretary of State
State Caritol

Charlestcll, West Virginia 23305
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[
™
Dear Ms. Cooper: o ) i1l
<,
. C o - v, g T
Enclesed please find for £iling one (1) copy oI the following: 3
(1) Notice of Agency Approval of _a Proposed Rule EAd gg
Filing with the Legislative Rule-Making Review
Committee: : ’ )

{2) Consent to Proposed Rule;
(3) Fiscal Note;

(£} Brief Summary of the Rule;
(3) Statement of Circumstances;

Legislative Rule-Making Review Committee A
Questionnaire; and o

(7)

The agency-approvad rule entitled “Replacement of Life
Insurance,” (Series 8).

Pleage contact me 1f further informaticn is reguired.

Very truly yours,

o L |

Denna S. Quesanberry
Azsociate Counsel

D3o/avn
Enclosurss

P.O. Box 50540 "We are an Equal Opportunity Employer” Telephone {304) 558-0401
Charleston, West Virginia 253305-0340 )

Facsimile (304) 558-0412




STATE OF WEST VIRGINIA

Offices of the Insurance Commissioner Legal Division

GASTON CAPERTON HANLEY C. CLARK
Governar Insurance Cormunissionar

TLIN T

To Whom It May Concern:

Pursuant to West Virginia Code § 3F-2-2(a) (12), the
undersigned hereby grants consent to the filing of the following
rule proposed by the Insurance Commissicner c¢f the State of West
Virginia: Title 114, Series 8, relating to "Replacement of Life
Insurance.” :

“7 ’
Signed this Zlo day of July, 1996,

P.O. Box 50340 "We are an Equal Cpportunity Employer” Telephone (304) 3358-0401
Charleston, West Virginia 25305-0540 Facsimile (304) 538-0412




APPENDIX B

FISCAL NOTE

FOR PROPOSED RULES

Rule Title: =~ EReplacement of Tifse Insurance
Type of Rule: X . Legislative Interpretive Precedural
Agency: Insurance Commissicner
Address: Post Office Box 50540 .
201% Washington Street, East _
Charleston, West Virginia 25305-03540C
1. Effect < Proposed Rule
ANNUAT, FISCAL YEAR
Inmecrease Cecrease Current Next Thereaftar
ESTIMATED TOTAL none
CCsT . _
PERSONAL SERVICES nene
CURRENT ZXPENSE nemne
REPAIRS AND 7| none
ALTERNATIONS
EQUIPMENT I nonea
OTHER one
2. Explanation of above estimates:

This rule will be no additional
lecal or fedsral government.

fiscal impact upon state,




3. Cbhbjectives of these rules:

The cobjections cf this rule are tc implement the provisions
of West Virginia Code 832-11-5a, enacted during the 1596
legislative session by House Bill 4388, and to protect the
1ife insurance public by establishing standaxrds of conduct
tc be cbhserved in the replacement or propcsed replacement of
1ife insurance policies and by making available clear and
accurate infcormaticn upon which life insurance applicant can
make an informal decisiocn.

Rule Title: R a Li I

N

4, Explanation of Overall Economic Impact of Proposed Rule.

A, Economic Impact orn State Government.
None
B. Econcmic Impact on Political Subdivisions; Specific

Industries; Specific groups of Citizens.

None

c. Ecconemic Impact on Citizens/Public at Large.

None

vate: 26 (il 9L
/ ./

Signature <¢f Agency Head or Authorized Representative
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Insurance Commissioner
Legislative Rule
Title 114, Series 8

REPLACEMENT OF LIFE INSURANCE

Title 114, Series 8

BRIZF SUMMARY OF RULE

This proposed rule implements the provisions of West Virginia Code §33-11-3a which
was enacted during the 1996 legislative sessiocn by House Biil 4388. The rule amends the
“Notice Regarding Replacement of Life Insurance” and provides that new life insurance issued
by a replacing company cannot be contestable, in the event of the insured’s death, to any greater
extent than the existing insurance policy. This provision does not apply to that amount of
repiacing insurance written which exceeds the amount of the existing insurance. The rule also
grants the insured a thirty (30) day free look on the replacing policy.




Insurance Comrmissioner
Legislative Rule
Title 114, Series 8

REPLACEMENT OF LIFE INSURANCE
Title 114, Series 8

TA NT OF NCES

On February 14, 1996, the West Virginia Legislature passed House Bill 4388 which
added Section Sa to Article 11, Chapter 3 ofithe West Virginia Code relating to replacement of
life insurance. The amended rule provides in the “Notice Regarding Replacement of Life
Insurance” that new life insurance issued by a repiacing company cannot be contestable, in the
event of the insured’s death, to any greater extent than the existing insurance policy. This
provision dees not apply to that amount of replacing insurance written which exceeds the amount
of the existing insurance. The rule also grants the insured a thirty (30) day free look on the
replacing policy.




TO: 1LEGISIATIVE RULE-MAKING REVIEW COMMITTEE
FROM : OFFICE OF THE INSURANCE COMMISSIONER }
DATE: _ Rugust 28, 19356 } -

LEGISLATIVE RULE TITL (Series 8)

1. Authorizing statute(s) citation W.Va. Code §§ 32-2-70, 33-11-

Sa, 33-11-6

2. a. Date filed in State Register with Notice of Hearing:

July 26, 1996

b. What other notice, including advertising, did you give of
the hearing?

Nons

c. Date of hearing(s): Comment period ended on

August 26, 1596

ad. Attach list of persons who appeared at hearing, comments

received, amendments, reascons Ifor améndments.

Attached No comments receilved XX

{

Date vyou filed in State Register the agency approved
preposed Legislative Rule follpwingrpubl;c hearing: (be
exact) ’

August 23, 13996

£. Name and phone number of zgency perscn to contact fox




additional informatiocn:

Donna Quesehberry

Asgociate Counsel

(304) 558-040Q1

3. If the statute under which vyou promulgated the submitted rules
requires certalin findings and determinaticns to be made as a

E Gi¥e the date upon which you filed in the State Register
a notice of the time and place of a hearing Zor ths
taking of evidence and a general description of the
issues to.be decided. '

Not_appliicable

b. Date of hearing: Not applicable

Qn what date did vyou file in the 3tate Register the
findings and determinations reguired together with the

raasons therefor?

(}

Not svpplicabile

d. Attach findings and determinations and reasone:

Attached Not zsoplicable




Section

11i4-8-9S.

hppendix A.

Zppendix B.

114CSR8

WEST VIRGINIA LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 8
REPLACEMENT OF LIFE INSURANCE

General.

Definitions. =

Exemptions.
Duties cf Agents.

Duties of Replacing Insurers.

-Duties of Insurers with Respect to Direct-
Response Sales.

Dutied of the Existing Insurer.
_Vieclations. -

Separability.

-h

Important Notice Regarding Repiacement o
Life Insurance. ©oC

Important Notice Regarding Revlacement of
Life Insurance. '

h

" Important Notice Regarding Replacement o
Life Inmsurance. .

Comparative Information Form and Agent’s
Statement.




TITLE 114

WEST VIRGINIZ LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERTES 8
REPLACEMENT OF LIFE INSURANCE

§ 114-8-1. General.

1.1.._. Scope. ---The purpose of this xeguistiesn ruis is to.
protect the interests of the life insurance public by
establishing minimum standards of conduct to be chserved in the
replacement or proposed replacement of life insurance pelicies;
by making available full and clear info¥mation on which an
applicant for life insurance can make z decision in his own best
interest; by reducing the opportunity for misrepressentaticn and
incomplete compariscns in replacement situations; and by
precluding unfalr methods of competiticon and unfair practices.
The =esulatian rule encompasses the general acts and practices of

insurers and agents transacting life insurance in West Virginia.

1.2, Authority., - W. Va. Code 8§ 33-2-10, B 33-11-53 and

§ 223-11-6. : = B . _
1.3, Filing Date. -
1.4, Effective Date. -

§ 114-8-2. Definiticns.

; P P |
[ N S B S —— - [l N I o A i LA.L./L./.LI .

2.L. ."Replacemeni" means sny transaction in wnich new life
insurancs is to be purchased, and it is known or should be known
to the proposing agent, or to the proposing insurer 1f there is
no agent, that by reascon of such transaction, existing life
insurance has been or is to be:




Insurance Commissioner
Legislative Rule
Title 114, Series 8

4=+ a. Lapsed, forfeited, surfendered, or otherwise
terminated; or ' - o

4=+ k. Converted to reducsd paid-up insurancs,
continued as extended term insurance, or otherwise reduced in
value by the use of nonforfeiture benefits or othexr policy
values; or T ’ B - '

= o Amended s¢o as to effect 2ither a reduction in
benefits or in the term for which coverzge would otherwise remain
in force or for which benefits would ke paid; ox :

+d4+ 4. Reisgsued with any reduction in cash value; or

+e+ e, Pledged as collateral or subjected to
borrowing, whnether in a single loan or under a schedule of
borrowing over a pericd cof time for amocunts In the aggregate
exceeding twentv-five percent (25%) cf the locan value set forth
in the policy.

2.2. ~"Cash dividend" means the current illustrated
dividend which can be applied toward payment of the gross
Dremium. . N

2.3. "Congervatilon'" means any attempl by the exlsting
insurer oxr i1ts agent to continue exigting life insurance in force
whern the existing insurer has received a Comparative Information

PN . | TR S = frmn Casle Aozt o 3 Lo

Form as recuired by SestferF 1 Subsestieon—E—Sukdirision
Subsection 5.2, Subdivigion 4 of thisg xeguistie=n rule from a
replacing insurer. A conservaticon effort does nct include such
routinse administrative procedures like late payment rewmindsrs,
late vavment offers or rsinstatement offers. -

2.4, "Direct-Response Sales" means any sale of life
insurancse where the insurer does not utilizZe an agent in the sale
or delivery of the policy.

Page 2




Insurance Commizsgioner
Legislative Rule
Title 114, Series 8

2.5, "Existing Insurzsr" means the insurance company whose
policy is 2r will be -changed or terminated in such a manner. as
described within the definition ¢f "Rzxeplacement.'

2.5, "Existing Life Insurance’" means any life insurance in

force including life_insurance under a bkbinding or conditicnal
receipt or a life insurance policy that is within an
unconditional refund period, but excluding life insurance
obtained through the exercise of a dividend option.

2.7. “"Generic Name" means a short title which is
degcriptive of “He premium and benefit patterns of a policy or a

rider. : : =

2.8. "Replacing Insurer" means the insurance company.
including the same insurexr ox an insurer in the same group of
affiliated insurers, that issues a new policy which is a
replacemant of existing life insurance.

2.9. "Sales Proposal" means individualized, written sales
aide of all kinds, excluding Comparative Information Forms and
Ppolicy &gummaries, which are used by an insurer, agent or broker
in comparing existing life insurance to proposed life insurance
in order to recommend the replacement or comservation of existin
life insurance. Sales aids of a generally descriptive nature,
which are maintained in the insurer's advertising compliance
file, shzall not be considered a sales prooosal within the meaning
of this definitien. -

§ 114-8-3. Exemptions.

3.1,  Sxempiic=s—— Unlegs otherwise specifically
included, this =zegulssiew rule shall not gply to:

Lt o, Annuities;

‘= b, _Individual credit life insurance;

Page 3




Insurance Commissioner
Legiglative Rule
Title 114, Series 8

4= c. Group life insurance, group cradit life
lngurance, and life insurance pplicies issued in connection with
a pension, profit-sharing or other benefit plan gualifving for
tax deductibility of premiums: ZFrovided, That as to any plan
described in this subdivision, full and complete disclosurs of
all materiai facts shall be nger te the administrater of any
plan to be réplaced; _ - : - e -

& 4, Variable l1life insurance under which the death

benefits and cash values vary in accordance with unit values of
invegtments held in a separate _account;

e s An application to the existing insursr that
issued the existing life insurance where a contractual cnange or
convergion privilege or a privileg o hang
the insurer is being exercised;

= Z. Existing 1life insurance that is a
nonconvertible term life insurance volicy which will expire in
five (8) vears or less and cannot be renewed; or -

5+ C. Proposed life insurance that 1s to replace
life insurance under a binding or conditional recelpt issued by
the same company.

§ 114-8-4. Duties of agesnts.

SE ey e
R = = =

4
= =
ol e

4o+ 4.1. Each agent shall submit to the replacing Insurer
with or_as part of .each application for life insurance:

42 z2. A statement signed by the applicant as to
whether or not such insurance will revlace existing life
insurance; -and : - . B

422+ b. A signed statement as to whether or nct the

agent knows replacement i1s or may be invelved in the transaction.

Page

4




Insurance Commligsloner
Legiglative Rule _
Title 114, Series 8

e 4.2 Where a replacement is involived, tha agent shall:
4= a. Present to the applicant, not later than at
the time cf_taking the application, Dropriate & "Notice

Regarding Reolacement of Life Insurapce.

policies are written by the same company. Substarntially gsimilar
forms mav be used upord apbroval bv tfthe commissiconer. The
zppropriate notlice must be signed by and left with applicant.

42+ b. Present to the applicant, not later than at
the time of taking the apvlicaticn, =z Comparative Information
Form in = form substantially as desgribed in Appendix D and
incorporated herein ‘substantisiiyecguivelent—Sforms-may sSeus
3 . S : If more than one
existing 11 e insurance policy is to be replaced, a separate
Comparative Information Foxm is to be provided for each such
policy or separate information is to be provided in the
Comparative Infcrmatiocon Form for each such peolicy, and a summary
of all tThe separate policy information to the extent possible .
must be included. The agent must include in the Comparative
Information Form 21l of the informdtion reguired to e in tha
form, except that information concerning the existing l1ife
insurance policy that_ cannot be obtained frxom that peolicy itself.
The Comparative Informatlon Form must be signed by the agent and
the applicant and a copy left with the applicant.

jUn

)

r

=+ <. Leave with the applicant the original <xr a
copy of all sales proposals used for p?esenuatlon to bhe -

applicant.

4&3+ 4.  Submit to the replacing insurer with the
application, a copy of the approgriate "Notice Regarding
Replacement of Life Insurancée" signed by the applicant, a copy of

Page 5




Insurance Commissioner .
Legislative Rule
Title 114, Series 8

the Compgarative Information Form signed by the agent and the
applicant, and 3 copy ©f all sales proposals used Ior - -
presentation to the applicant.

Fe- 2.3, Each agent who uses a sales proposals when

Y

conserving existing life insurange shall:

-4+ g, Léave with the applicant the original or

=

copy of all. sales proposals used in the consexvation effort; and

A}

(2- b Submit to the existing insurer a copy of all
sales proposals used in the conservation effort. B,

§ 114-8-5. Duties of replacing insurers.

—-Zach replacing

insurer shall: o

2l Inform its field representatives of the
requirements of this =eeulssier rule.

4=+ b. Regulre with or as part of each completed
application for life insurance:

= 1. A statement signed by the applicant as
to whether or not such insurance will replace existing life -
insurance; and - Co -

423+ 2. A statement signed by the agent as to
whether or not he or she knows replacement is or may bDe involwved
in the transaction. -

Lo 5.2, Where a replacement 1s inveolved— . _esach replacing

insurer chall:

3+ a. Reguire from the agent with the zapplication
for 1life insurance & copy of the approdrizste "Notice Regarding
Replacement of Life Insurance" signed by the applicant, a copy of
the Comparative Information Form signed by the agent and the

Page &




Insurance Commissioner
Legislative Rule
Title 114, Series 8

applicant, and a copy ©f all sales proposals used for.
presentaticon to the applicant.

4= b. Verilifiy the substantial accuracy of
informaticn concerning the propesed policy furnished to the
appiicant in the Comparative Information Form. If the information L

concerning that volicy is not substantially accurate, the

replacing insurer must obtain a Comparative Information Form

signed by the agent and the applicant which includes

substantially accurate information before it can begin to process -
the application for the proposed policy.

{2+ ¢. Unless otherwise modified by the provisions

of Sccdwvws1cn %el~—¥a¥agxaﬁ%—75+—ef—wﬁf— e or £ of this

subsection =, furnish to the applicant a policy

summary in accordance WLtH,uhe provisicons of the EifeTosurasne
Selisitstien Dasylarien lagislative rule pertaining fo Digsclosure

and Dedeptive Practices in the Advertisement, Soiicifztion and .

Szle of T.ife Insurance, 1314CSE1L. -

423+ d. Send to the existing insurer a werified
Comparative Informatidén Form as reguired by Subdivision &4+
Daxoseaeh—{i—e=—{t2++ 2 or b of this subsection, within three (3)
working days -of the date the application and a substantially
accurate Comparative Information Form are received at its home or
regional office, or the date its policy is issued, whichever is

sooner. o

—

4=+ -2, Delay, if it is not also the existing
ingursy, the issue of its policy for swesss—{3283) thirty (30) days
after it sends the existing insurer a copy or the Bgpolicy
Ssummary, unliess It provides in its "Notice Regarding Replacement.
of Life InsufFarnce" and in either its policy or in a separats
written notice that is delivered with the policy that the
applicant has a right to.an unconditional refund of all premiums
paid, which right may be exercised within a period of swenty—S3 S
thirty (30) dayvs commencing from the date of delivery of the
policy, and it sends the Zpolicy Ssummary reguired by this
section to the existing insurer within three (3) woxking days of

§)

Page 7




Insurande Commissioner
Legislative Rule
Title 114, Series 8

the date its policy is issued, in which evenit the replacing
insurer may issue its policy immediately.

4+ £.  Provide, if it ig also the existing insurer,
the policy owner a Z2pelicy Ssummary for the new pol -

in accordance with Subdivision &+ Paseag=ageh—{3+ g, T
subsection, prior to accepting the applicant's initial premium or
premium depocsit, unless the replacing insurer provides in its
"Notice Ragarding Replacemént of Life Insurance" and in sithexr
lts policy or in a separate wriltten notice that is delivered with
the policy that the applicant has the right to an uncenditional
refund of all premiums paild, which right mav be exercised within
a peariocd < Twenby—{2863 thirty (30) days commencing from the date
of delivery of the policy, in which event, the repliacing insurer
must furnish the Spolicy Ssummary at or prior to delivery of the

policy. o

47+ g. Maintaln coples <f the "Notice Regarding
Replacemant ©of Life Insurance,” the verified Comparative
Information Form, the 2policy Ssummary, and all sales proposals
used, and a replacenment register, cross indexed, by replacing
agent and existing insurer to be replaced, for at least threes (3)
vearg or until the conclusion of the next sudcesding regular
examination by the insurance department of its state or domicile,
whichever is later. L

§ 114-8-6. Duties of insurers with respect to direct-response

sales.
£.1. Besiesof feasuwrers wiith regpect to diresct-rssponse
salasg_ Sleach insurery shall: )
4o+ a. Inform its. responsible personnel of the

raguirements cf this xegulatiex rule.

- L. Reqgulre with or as part of each completed
application foxr life insurance a statement signed by the
applicant s .to Whether or not such insurance will replace -
exlsting life insurance. :




Irisurance Commissioner
Legiglative Rule
Title 114, Series 8

4+~ ¢. Where no replacement is proposed by an
insurer in the scolicitaticon of a direct-response sale znd a
replacement ig involwved at the time the policy is mailed to the B
applicant, include a "Notice Regarding Replacement of Life -
Tnsurance=" in a form subgtantialiv as described in Apperdix C - -
and ingorporated herein.

“d- 4. Where a replacement is proposed by an insurer
in the solicitation 6f a direct-responss sale and a replacewmert
is involved: -

413 1. Reguest from the applicant with or as .
part of the application a list of all existing life insurance to
be replaced. Such existing insurance shall be identified by name
of insurer. . E ' -

=+ 2. If the applicant furnishes the names of
the existing insurers, then.the replacing direct-respcenss insurer
gshall wmail _the applicant a "Notice Regarding Replacement of Life
Insurance.," in a form substantially as described in BExkisis
Appendix C., within threée (3) working days after receipt of the B
application and shall comply with all c¢f the provisicns cf
Subdivisions—fer—TCaragrsnh {5157 :nd (7} c, e, F and g,
of. Subsection &% 5.2, of this xeguistien rule, except that it
need not mest _the reguirements of this xegulastier rule concerning
Comparidtive Information Forms and néed not rnaintain a replacement
register required by Subdivision “el—Fesragepb—»iF—+ g oI .
Subsecitidoh 5= 5.2, of this =z=sgulaties rule.

4=+ 2. TIf the appilcant doss not furnish the names
of the existing insurers, then the replacing direct-response -
insurer shall at the time the policy is mailed to the applicant, _
include a "Notice Regarding Replacement of Life Insurance.”

§ 114-8-7. Dutiez of the existing insurer.

7.1. - Tach existing : T
insurer shall inform its responsible Dersonnel cof the -
regulrements of this =eeulstier rule. Each existing insurer. or

Page 9 -




Insurance Commilssioner
Legislative Rule ' o L
Title 114, Series 8

such irsurer's agent, that undertakes a congervation effortc
shall:

“e+ 2. Within swesErs {26+ thirty (30} days from the
datzs of the Comparative Informaticon Form reguired by Subdivision
Lo —Poeagianh—{4+—+ 4 0f Subsection 52 5.2 of this =eéulatien
rule, is received, either furnish the veolicy owner with the
Comparative Infermaticon Form received from the replacing insurer
and include in it all of the information concerning the existing
life irBurznce that was not completed and dorrect any information.
that was "inaccurately completed by the replacing agent.or furnish
the policy owner with a Fpolicy Sgummary for the existing life
insurance. Such Fpolicy Sgunmary shall be completed in accordance

LRFOR - 3 =1 : 14 = o= anl 2
with the provisions of the HEHfe—Insurance—Sorieitstion—TRegulatior
- . . e =

legiglative rule o aini

114C8RI1IT, except that information relating fto premiums, cash .
values, death benefits and dividends, if any, shzll be computed
from the current pelicy year of the existing life insurance. The
Ppolicy Sgummary snall include the amcunt cf any outstanding
policy indebtadness, the sum of any dividend accumulaticns or
additions and may include any other infermation that is not in
violaticn ©f any =egwistier ille or statute. Life insurance cost
index and eguivalent level anilial dividend figlires nsed not be
included in the ZTpclicy Sgummary. If index figures are included
in the 2policdy Ssummary, the policy owner must recsive written
netification at the time the Ppolicy Ssummary is deliversed that
sucih figures should only be used for comparing the relative costs
of similar policies.

- b. Furnish the replacing insurer with a copy of
the fully completed Comparative Information Form or the Zpolicy
Ssunmary for the existing life insurance within three (3) working
dayve of the date that the fully completed Comparative Information
Form or the ZIpclicy Ssummary 1s sent by the existing insurer to
either its agent or dirsctly to_the policy owner.

fed- Maintain a f£ile containiilg the fcollowing:.




Insurance Commissioner
Legislative Rule e _
Title 114, Series 8

= 1. Comparative Information Forms required
by Subdivision “er—Fexagraph—4—+ 4 of Subsection 5= 3.2 of
this =egudstsen rule and Bpclicy Ssummaries required by
Subdivisicon “4el+—FParagreph—{5>- g, 0f Subsection £==% 5.2 of this

sagptatiorn rulse, received from replacing insurers; and. -
- . B et}

=1
e

= 2. Copies of fully complated Comparative..
Information Forms or =pclicy Ssummaries preparsd pursuant to
Subdivision 4a+ a, Subsection 7.1 of this =egustetic= ruls and all
sales proposals used tc conserve the existing life insurance.

2. This material shall be indexed by replacing
insurer and held for three (3) yvears or until the conclusion of
the next rsgular examination conducted by the Insurance
Department of ite domicile, whichever is later.

§ 114-8-8. Viclaticns.

P N I ~
L g E R o A E .y =2

o3

4 8.1. Any insursr, agernt, representative,
cfficer or smployee of such insurer falling to comply with the
reguirements of this =egudsties rule shall be subjsct to such
venalties as may be appropriate under the insurance laws of West
Virginia. SR -

e 8.2 This =egudatien rule dces not vrohibit
the use of additicnal materxial other than that which is reguired
that is not in viclation of this zegulatier rule or any other

West Virginia statute or Fegoslasies rule.

4=+ 8.3 Peolicyowners have the right to replace
existing life insurance after indicating im or as part of the
applicaticons for life insurance that such is net their intention;
however, patterns of ‘such action by policvowners who purchase the
replacing policies from the same agent shall be deesmed prima
facie evidends of the agent's knowledge that replacement was
intended in cdonnection with the sale of those policies and such
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Insurance Commissioner
Legislative Rule -

Title 114, Series 8

patterns of action shall be deemed prima facie evidence of the
agent's intent to vioclate this xegulstier

§ 114-8-9. Separability.

.1, Pertisl—invalidity Tf any provision ¢f this
regulatien rule shall be held invalid, the remainder of the
wosulasies rule shall not be zffected thereby.

Fage

iz




EHEBIT APPENDIX A
(To be used where the existing and
proposed policies are written by different companies.)
(Name, address and telephone number
of the insurance company)

IMPORTANT NOTICE REGARDING REPLACEMENT OF
LIFE INSURANCE

Our agent 1s recomniending to_you that you purchase a life insurance policy from us. In
connection with this purchase, you have indicated, either as a result of his recommendation or at
your own initiative, that vou may terminate or change vour existing policy issued by another
insurance company or that vou may obrain a loan from that company against your policy to pay
premiums on the proposed pelicy. Any of these actions is a replacement of life insurance. This
notice must be given to you, along with a Comparative Information form which includes form
wmeluding preliminary information comparing the proposed policy with your existing policy to be
replaced. Please read this notice and the Comparative Information Form carefully.

Whether it Is to your advantage to replace your existing insurance coverage, only you can
decide. It is in your best interest, however, to have adequate information before a decision to
replace your present coverage becomes final so that you may understand the essential features of -
the proposed policy and of your existing insurance coverage.

To this end, we are required te give you a Ppolicy Sswnmary including complete
information on the proposed policy neteter-tharwhen-thet at the time the proposed policy is
delivered to you. In addition, we are requiréd to notify the insurance company that issued your
existing policy. That company may then furnish vou with additional information concerning your
existing policy. You miay want to eonteaet contact that company or its agent for further
information and advice or discuss your purchase with other advisors. The information you
receive will be of value to you in reaching a final decision.

If either the proposed policy or the existing insurance vou intend to replace is a
participating policy, vou should be aware that dividends may materially reduce the cost of
insurance and are an important factor to consider. Dividends, however, are not guaranteed.

You should also recognize that a policy which has been in existence for a period of time
may have certain advantages to you over a new policy, If the policy coverages are basically
similar, the prermums for a new pohcy may be hlsher because rates 1ncrease as your age
increases. :




the-prepesed-poliey- Your existing policy may have options which are not available under the
policy being preposed te you or may not come into effect under the proposad policy until a later
time during vour life. Also, your proposed policy's cash value and dividends, if any, may grow
slower initially because the company will incur the cost of issuing your new policy. On the other
hand, the proposed policy may offer advantages which are more important to vou.

You should aisg be aware that the new life insurance issued bv the replacine insurer will
not be contestable in the event of the insured's death to apv greater extent than the existing life
insurance would have been contestable bv the existing insurer had the replacement not taken
place. However, the replacing insurer mayv, within two vears from the date of issue, contest
because of material misstatement or omission on vour application. or for death caused by suicide,
that amount of insurance, if anv. written and issued in excess of the amount of the existing life
INSUTANCE.

If vou are considering borrowing against your existing policy to pay the premiums on the
proposed pelicy, you should understand that in the event of your death, the amount of any unpaid
loan, including unpaid interest, will be deducted from the benefits of your existing policy thereby
reducing vour total insurance coverage.

After we have received your application and notified the other insurance company you
will have ssverss thirty dayvs from the date the proposed policy is delivered 1o vou to cancel the
policy issued on vour application and receive back all payments you made to us.

CAUTION

I, after studying ¢e the information made available to you, vou decide to replace the
existing life insurance with our life insurance policy, you are urged not o take action 10
terminate or alter your existing life insurance coverage until after vou have been issued the new
policy, examined it and kave found it to be acceptable to you. If you should terminate or
otherwise materially alter your existing coverage and fail to qualify for the life insurance for
which you have applied, vou may find yourself unable to purchase other life insurance or able 1o
purchase it only at substantially higher rates.

I have received and read a copy of this Replacement Notice.

(Signed) Date
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EXHEBIF APPENDIX B
{To be used where the existing and proposed
policies are written by the same company.}
(Name, address and telephone number
of the insurance company)

IMPORTANT NOTICE REGARDING REPLACEMENT OF
LIFE INSURANCE

Our agent is recommending to vou that vou purchase a life insurance policy from us. In
connection with this purchase, you have indicated either as a result of his recommendation or at
vour own initiative, that you may terminate or change yvour existing policy issued by our
company or that you may obtain a ican from our company against your existing pelicy to pay
premiums on the proposed policy. Any of these actions is a replacement of life insurance. This
notice must be given to vou, along with a Comparative Information Form which includes
preliminary information comparing the proposed policy with your existing policy to be replaced.
Please read this notice and the Comparative Information Form carefully.

Whether it is to yvour advantage to replace your existing insurance coverage, only vou can
decide. It is in your best interest, however, to have adequate information before a decision to
replace vour present coverage becomes final so that you may understand the essential features of
the proposed policy and of your existing insurance coverage.

To this end, we are required to give you a Ppolicy Ssummary inciuding complete
information on the proposed policy Aelater-than-vwienthe at the time the proposed pelicy is
delivered to you. In addition, we will, at your request, furnish you additional information
concerning your existing policy. You may want to discuss your purchase with other advisors.
The information vou receive will be of value to vou in reaching a final decision.

If either the proposed or the existing insurance you intend to replace is a participating
policy vou should be aware that dividends may materially reduce the cost of insurance and are an
important factor to consider. Dividends, however, are not guaranteed.

You shouid also recognize that a policy which has been in existence for a period of time
may have certain advantages to you over a new policy. If the policy coverages are basically
similar, the premiums for a new policy may be higher because rates increase as your age
increases. Your existing policv mayv have eptions which are not available under the policy being
propesed 1o vou or may net come into effect under the proposed policy until a later time during
vour life. Also, vour proposed policy's cash value and dividends. if any. may grow slower
initiallv because the companyv will incur the cost of issuing vour new nolicy. On the other hand,
the proposed nelicy may offer advantages which are more important to you,
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You should also be aware that the new life insurance issued by the repiacing insurer will

not be contestable in the event of the insured’s death to anv greater extent than the existing life
insurance would have been contestable by the existing insurer had the replacement not taken
place. However, the replacing insurer mav. within two_vears from the_date of issue. contest

because of material misstatement or omission on vour application. or for death caused by suicide,
that amount of insurance, if anv. written and issued in excess of the amount of the existing life

insurance. -

If vou are considering borrowing against your existing policy to pay the premiums on the
proposed policy, vou should understand that in the event of your death, the amount of any unpaid
loan, including unpaid interest, will be deducted from the benefits of vour existing policy thereby
reducing your total insurance coverage.

After we have issued your policy, you will have swenty thirtv days from the date the new
policy is delivered to vou to cancel the pelicy issued on your application and receive back all
payments vou made 10 us. - : -

CAUTION

If, after studying the information made available 1o you, you ée decide 1o replace the
existing life insurance with our company with a new life insurance policy issued by cur
company, you are urged not to take action to terminate or alter vour existing life insurance
coverage until after vou have been issued the new policy, examined it and found it acceptable to
vou. If yvou should terminate or otherwise materially alter your existing coverage and fail to
qualify for the life insurance for which you have applied. you may find yourself unable to
purchase other life insurance or able to purchase it emy only at substantially higher rates.

I have received and read a copy of this Replacement Notice.

(Signed) _Date
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EdHBE APPEN C
{Name, address and telephone number
of the insurance company)

IMPORTANT NOTICE REGARDING REPLACEMENT OF
LIFE INSURANCE

You have indicated that vou intend to replace an existing life insurance policy or policies in
connection with the purchase of our life insurance policv. As a result, we are required to send
vou this notice. Please read it carefully.

Whether it is to your advantage to replace your existing insurance coverage, only you can
decide. It is in vour best interest, however, to have adequate information before a decision to
replace your present coverage becomes final so that you may understand the essential features of
the proposed pelicy and your existing insurance coverage.

You may want to contact your existing life insurance company or its agent for additional
information and advice or discuss your purchase with other advisors. The information you
receive should be of value to you in reaching a final decision. )

If either the proposed policy or the existing insurance you intend to replace is a participating
policy, you should be aware that dividends may materially reduce the cost of insurance and are
an important factor to consider. Dividends, however, are not guaranteed.

You should recognize that a policy which has been in existence for a period of time may have
certain advantages to you over a new policy. If the policy coverages are basically similar, the
premlums for anew pohcx may be hwher because rates mcrease as your age increases. Hader

red 9% < Your emstmg pohcx may
haxe options which are not available under the policy being proposed 10 you or may not come
into effect under the proposed policy until 2 later time during yvour life. Also, your proposed
policy's cash values and dividends, if any, may grow slower initiallv because the company will
incur the cost of issuing vour new policy. On the other hand, the proposed policy may offer
advantages which are more important to you.

You should also be aware that the new [ife insurance issued by the replacing i msurer mll

insurance would have been contestable by the existing insurer had the replacement not taken

place. However, the replacing insurer mav. within two vears from the date of issue. contest

because of material misstaiement or omission on vour appiication, or for death caused bv suicide,
that amount of insurance, if apv, written and jssued in excess of the amount of the exisiing life
insurance,

If you are considering borrowing against vour existing pelicy to pay the premiums on the
propesed policy, vou should understand that in the event of your death, the amount of any unpaid
loan, including unpaid interest, will be deducted from the beneifits of your existing policy thereby
reducing vour total insurance coverage.
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You are urged not to take action to terminate or alter your existing life insurance coverage
until vou have been issued the new policy, examined it and have found it acceptable to vou.
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ERETETTAPPENDIX D

COMPARATIVE INFCORMATION FORM

(Name,
of insurance company)

address and telephone number

Kame of Proposed Iasured Address Date of Birth
GENERAL INFORMATION EXISTING LIFE INSURANCE PROPOSED LIFEZ INSURANCE
Hame ¢f Company
Policy Wumber _
Basic Policy Genexlc Name
Mame ¢f 3asic Pclicy
Rider 1; Generic ifame
Rider Z; Generic Name _
Rider 3; Generic Xame e _ :
Issue Age
Zate of Issus _ - )
Conzestakle Pericd Expiresd 7
Suicide Clause Expiresi ~ -
DPREMIUM PREMIUNM AGE AGE PREMIUM AGE AGE
DATA\DEATH MODE: PAYABLE DEATH ZENEFIT MODE: PAYABLE DEATE BENEFIT
BENEFITS AMOUNRT TO BENZFIT CEABES AMOTNT TC BENEFIT _ CEAESE
Basic . Policy 3 E $ $
Rider 1 i 3 3 3 5
Rider 2 - s - $ 5
=ider 3 : 3 B} 3 5 3
Accidental Degath . -
2enefit 3 s 3 3
Jpticn teo. Purchase g s ] $ 3
additicnal Insurance {Option nges: ) {Cpzion Ages )
Waiver of Premiim
Seneiit 3 _ Sxoge . . 5 Satnene
Disabilitv Income - -
Benefit 5 [opidnad 3 Syceleld
(Menthly Inccme:$_ | ) {Monthly Income:$ )
Tebal Current Premiumn §_ . -
CASE VALUES/ *GUARANTEED *DIVIDENDS *GUARANTEED *DIVIDENDS
DIVIDENDS CASH VALUE (0T G0 NTEZD CASH VALUE INQT GUARANTEED}
Currently {(last
volicy anniversary) $ ] $ $
1 year hence $ $ 5 = ’
5 years hence § $ % 3
10 yeaxs hence 3 s § . 5 = )
At age &5 ] _8 § $ o
*Current Death ZeneZit of Div.Adds § -
~Current Cash value of Div. Adds s
*Currant Accum, Div. _o 3
*Qurrent Policy Loan s
Maximum Policy Leoan Interest Rate _% Maximum Pelicy Leoan Intexest Rate_ %
*Dividends are based on the curvent (19_) scale. =Dividends are based on the cuzrens (19__ scale.

*DIVIDENDS,

INSURANCE MAY NOT BE ENOWN
MATERIALLY REDUCE THE COST
DIVIDENDS OR OTRER FIGURES
REACH A FINAL DECISION

NOT

INTENT TQ REPLACE YOUR EXISTING POLICY.

THTS,

lanmmoﬁdH&imumnm_mehwumrmm:thnnwncmsﬁmnmcdmeoﬁﬁuacommthamomuoﬁnwmnw‘Wam'

written and issued in excess of the amount of the existing 1ife insurance.

TEEY MAY

T

POLICY LOAN AND CERTAIN GUARANTEED CASH VALUE INFORMATION CONCERNING YOUR EXISTING
TO OUR AGENT. DIVIDENWNDS AREZ NOT GUARANWIEED. EOWEVER,

OF INSURANCE AND ARE AN IMPORTANT FACTCR TO CONSIDER.
EAVE BEEN OMITTED FROM THIS COMPARATIVE INFORMATION FORM,
TO REPLACE YOUR EXISTING INSURANCE UNTIL YOU HAVE THEM.
THE OMITTED FIGURES FROM THE COMPANY THAT ISSUEBD YOUR EXISTING PCOLICY. WE WILL NOTIFY THAT
COMPANY QF YOUR

¥OU SHOULD
TOU MAY OBTAIN
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AGENT'S STATEMENT

1. The pximary reascns Zor my recommending the proposed replacement of existing I1ife insurance by

new life insurance ars:~*

Z. My recommendations as te the exisgting insurance is that it be:
;] ot Changsd [1 Lapsed f1 Surrendered ] Peduced Paid-u {] Txtended Term
Other (Zxplain) _ }

Borrewed Upen (Explaln and state the amount to be borrcwed)

I The exlsting life insurance does not meet the insured/buver’s needs for insurance because:*

2 vou believe the existing life insuvance cannct

~3pesific reasons must be gilven, For emample, 2
ifv why you think it does neoco.

meat the insured/buver's needs, you must speci
INSTRUCTIONAL NQTES FOR AGENT
1. BExisting life insurance must be identified by name of insurer and the policy number. the event

that a policy number has not been assigned byv the existing insurey, alternative identifization
information such as an applicaticn or receipt number must be shown.

2. If the premium for the hasic policy or any rider or benefit changes, indicate the changes; attach
schedules, if necessary. --

3, If :the dsath benefit for the basic policy or any rider or kbenefit changes, indizate the changes;
attach schedules, if necessary.

I£ She premium for benefits is not separable from the premium for the buSlC paiicv, insertc

.

T
"Included" in 2asic Pelicy Premium, .

5. IT rforé tham one existing 1ife Insurance policy is to be replaced, = separate Comparative
Information Form is to ke provided for each policy, or separate information is to ke provided in
one Comparative Infoxmation Forxm for each such policy, and a summary of all the separate policy
informaticn must alsoc ke included to the extent poszssinle, -

AGENT'S CERTIFICATION

I neredv certify that prisr o taking an applicatien for a policy, I have provided the applicant with

the Notice Regarding Replacement of Life Insurance andé that the information in this Comparative

Inforrmation Form 1s true and correct te the best of my knowledge and kelief

(Signature of Agent) (Date)

I have received and read a cepy of this Comparative Informaticn Form.

(Signature oI Applicant] ' Dats)
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