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Secticon 1. General

1:01 iaéntéilggylon 0f Rule - This regulatlon is a -
Legislative Rule, as defg

Article 1, Se of the Code of ginia of 19831,

a5 amen

1:02 _Referer ~ This regulation

Article 1l1; Chapter 3 pter 33, Article >
14 of. 5L West Virginia of 1931, as amended.

1:03 Authority - This regqulation is promulgated under
the authority vested in the Insurance Commissioner by Chapter
33, Article 2, Secticon 10 and Chapter 33, Article 11, Section
€ of the Code of West Virginia of 1931, as amended.

f I Ee

1:04 .Eu;éesezb The purpose of this regulation is to pro-
tect the interests of the life insurance publlc by establishing
minimum standards of conduct to be observed in the replacement
or proposed replacement of life insurance policies; by making
available full and c¢lear informaticn on which an applicant for
life insurance can make a decisicon in his own best interest;
by reducing the opportunity for misrepresentztion and incomplete
comparisons in replacement situations; and by precluding un-
fair methods of competition and unfair prECtifiiﬂ

‘ &ﬁﬁ*——Seeﬁe? C”hls regulation encompzasses the general acks
and practices es of insurers and agents transacting life insurance
in West Virginia. ' B

1:06 Effective Date -~ This regulation was promulgated .
on September 25, 1970, amended on January 15, 1971, and amended
on April 1, 1979, and as amended, shall become effective on
March 1, 1980.

1: 07 Filing Date ~ Thls regulatlon was filed with the
" Secretary of State in the State Register on November 13, 1979.

1:08 Certifisst=tmwr _certifidd authentic

by f@e Insurance COMmis
Number




Section 2. Definitions - For the purpcses of this regulation,
“he following definitions shall apply:

2:01 Replacement = Means any transaction in which new
1ife insurance is to be purchased, and it is known or should
be known to the proposing agent, or to the proposing insurer
if there is no agent, that by reason of such transaction, exist-
ing life insurance has been or is to be: .

(A) Lapsed, forfeited, surrendersd, cr otherwise termi-
nated; or

(B) Converted to reduced paid-up insurance, continued
as extended term insurance, or otherwise reduced
in value by the use of nonferfeiture benefits or
other policy values; or

(C) Amended so as to effect either a reduction in
benefits or in the term for which coverage would
octherwise remain in force or for which benefits
would be paid; or

(D} Reissued with any reduction in cash value; or

(E) Pledged as collateral or subjected to borrowing,
whether in a single loan or under a schedule of
borrowing over a period of time for amounts in
the aggregate exceeding twenty-five percent (25%)
of the locan value set forth in the policy.

2:02 Cash Dividend - Means the current illustrated divi-
dend which can be appiied toward payment of the gross premium.

2:03 Conservation - Means any attempt by the existing
insurer or its agent tc continue existing life insurance in
force when existing insurer has recsived a Comparative Informa-
tion Form as reguired by Section 5:01(C) (4) of this regulation
from a replacing insurer. A conservation effort does not include
such routine administrative procedures like late payment remain-
ders, late payment offers or reinstatement offers.

2:04 Direct-Response Sales - Means any sale of life ]
insurance where the insurer does not utilize an agent in the
sale cor delivery of the policy.

2:05 Existing Insurer = Means the insurance company whose
policy is or will be changed or terminated in such a manner
as described within the definition of "Replacement.”

2:06 Existing Life Insurance - Means any life insurance
in force inciuding 1life insurance under a binding or conditional
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receipt or a life insurance policy that is within an uncondi-
tional refund period, but excluding life insurance obtained
through the exercise of a dividend option.

2:07 Generic Name - Means a short title which is des-
criptive of the premlum and benefit Datterns of a policy or
a rider.

2:08 Replacing Insurer - Means the insurance company that
issues a new policy which is a replacement of existing life
insurance.

2:09 BSales Proposal - Means individualized, written sales
aids of a1l kinds, excluding Comparative Information Forms and
Policy Summaries, which are used by an insurer, agent or broker
in comparing existing life insurance to proposed llfe insurance
in order to recommend the replacement or conservation of exist-
ing life insurance. Sales aids of a generally descriptive nature,
which are maintained in the insurer's advertising compliance
file, shall not be congidered a Sales Proposal within the mean-
ing of this definition.

Section 3. Exemptions

3:01 Exemptions - Unless otherwise specifically included,
this regulation shall not apply to:

(A) Annuities;
(B} Individual credit life insurance;

(C} Group life insurance, group credit life insurance,
and life insurance policies issued in cennecticn
with a pension, prcfit-sharing or other bensfit
plan gualifying for tax deductibility of premiums,
provided, however, that as to any pvlan described
in this Subdivision, full and complete disclosure
cf all material facts shall be given to the admini-
strator ¢f any plan to be replaced;

{D) Vvariable life insurance under which the death
benefits and cash values vary in accordance with
unit values of investments held in a separate
account;

(E} An application to the existing insurer that issued

the existing life insurance where a contractual
change or conversion privilege is being exercised;
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(F) Existing life insurance that is non-convertible
term life insurance policy which will expire in
five years or less and cannot be renewed; or

(G) Proposed life insurance that is to rerplace life
insurance under a binding or conditional receipt
issued by the same company.

Section 4. Duties of Agents

4:01 Duties of Agents -

() Each agent shall submit to the replacing insurer
with or as part of each application for life
insurance: )

(1)

(2)

& statement signed by the applicént as to
whether or not such insurance will replace
existing life insurance; and

A signed statement as to whether or not the
agent knows replacement is or may be involved
in the transaction.

(B) Where a replacement is involwved, the agent shall:

(1)

(2)

Present to the applicant, not later than at
the time of taking the application, a "Notice
Regarding Replacement of Life Insurance" 4m—C

= ¥
whichever is _applicables<or other substantially

similar form approved by the Commissioner.

The Notice must be signed by and left with
applicant.

Present to the applicant, not later than at
the time of taking the application, a
Comparative Infermation Form as—deseribed—in2
ExiribieD-2 (Substantially equivalent forms may
be used with the prior aporoval of the
Commissioner.) If more than one existing

life insurance policy is to be replaced, a
separate Comparative Information Form is to

be provided for each such pclicy or separate
information is £¢ be provided in the Compara=-
tive Information Form for each such policy,
and a summary of all the separate policy
information to the extent possible must be
included. The agent must included in.the
Comparative Information Ferm all of the infor-
mation reguired to be in that Form, except
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(3)

{4)

that information ccncerning the existing life
insurance policy that cannot be obtained from
that policy itself. The Comparative Informa-
tion Form must be signed by the agent ané the
applicant and a copy left with the applicant.

Leave with the applicant the original or a
copy of all Sales Proposals used for presenta-
ticn to the applicant.

Submit to the replacing insurer with the
application, a copy of the "Notice Regard-
ing Replacement of Life Insurance” signed by
the applicant, a copy of the Comparative
Informaticn Form signed by the agent ané the
applicant, and a cooy of all Sales Proposals
used for presentation to the applicant.

(C) Each agent who uses a Sales Proposal when conserving
existing life insurance shall:

(1)

Leave with the applicant the original cr a
copy of all Sales Proposals used in the
conservation effort; and

Submit to the existing insurer z copy c¢f all
Sales Proposals used in the conservaticn
effort.

Duties ©f Replacing Insurers

5:01 Duties of Replacing Insurers - Each .replacing insurer

(&) Inform its field representatives of the regquirements
of this regulaticn.

(B) Reguire with or as part cf each ccmpleted applica-
tion for life insurance: ' ’

{1)

(2}

A statement signed by the applicant as %o
whether or not such insurance will replace
existing life insurance; and

L statement signed by the agent as to whether
or not he or she knows replacement is or may
be inveolved in the transaction,.

(C) Where a replacement is involved:
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Summary shall be completed in acccrdance with

the provisions of the Life Insurance Scolicitation
Regulation, except that information relating to
premiums, cash values, death benefits and divi-
dends, if any, shall be computed from the current
policy year of the existing life insurance. The
Policy Summarv shall include the amount of any
outstanding policy indebtedness, the sum of any
dividend accumulations or additions, and may
include any other information that is not in
vicolation of any regulation or statute. Life
insurance cost index and eguivalent level annual
dividend figures need not be included in the

Policy Summary. If index figures are included in
the Policy Summary, the policyowner must receive
written notification at the time the Policy Summary
is delivered that such figures should only be used
for comparing the relative costs of similar policies.

Furnish the replacing insurer with a copy of the
fully completed Comparative Information Form or
the Pclicy Summary for the existing life insurance
within three weorking days of the date that the
fully completed Comparative Information Form or
the Policy Summary is sent by the existing insurer
to either its agent or directly to the policyowner.

Maintain a file containing the following:

{1) Comparative Information Forms regquired by
Subdivision (C), Paragraph (4), of Subsection
5:01 of this regulation, and Policy Summaries
reguired by Subdivision (C), Paragraph (3},
of Subsection 5:01 of this regulation,
received from replacing insurers; and

(2) Copies of fully completed Comparative Infor-
mation Forms or Policy Summaries prepared
pursuant to Subdivision {A), Subsection 7:01
cf this regulation, and all Sales Propocsals
usad to conserve the existing life insurance.

This material shall be indexed by replacing insurer
and held for three years or until the conclusion of
the next regular examination conducted by the
Insurance Department of its domicile, whichever is
ilater. :

Viclations

Penalties - o

Page 9 _




(A) Any insurer, agent, representative, officer ox
employvee of such insurer f£failing to comply with
the requirements of this regulation shall be subject
to such penalties as may be appropriate under the
Insurance Laws of West Virginia.

{BY This regulation does not prohibit the use cf
additional material other than that which is
required that is not in viclation of this regu-
lation or any other West Virginia Statute or
reqgulation.

(C} Policyowners have the right to replace existing
life insurance after indicating in or as part of
the applications for life insurance that such is
not their intention: however, patterns of such
action by policvowners who purchase the replacing
policies from the same agent shall be deemed prima
facie evidence of the agent's knowledge that replacsa-
ment was intended in connection with the sale of
those policies, and such patterns of action shall
be deemed prima facie evidence of the agent's intent
to viclate this regulation.

Secticn 9. Separability

9:01 Partial Invalidity - If any provision of this regula-
tion shall be held invalid, the remainder of the regulation
shall not be affected thereby.
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