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.. STATE OF WEST VIRGINIA
\ Offices of the Insurance Commissioner Legal Division

GASTON CAPERTON ' HANLEY C. CLARK

Govemaor CONSENT TO PROPOSAI OF RULE Insurance Corumnissionsr

To Whemr It May Concern:

Pursuant to West Virginia Code § SF-2-2(a)(12), the o
undersigned hereby grants consent to the proposal of the
following rule proposed by the Insurance Commissioner of the
State of West Virginia: Title 114, Series 36, relating to Noctice
Requirements under the West Virginia Life and Health Guaranty
Association Act. o

Signed this g"’k day of \Lg\u\ , 1593.

Jatfes H. Paige, IIT
retary of Tax and Revenue
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WEST VIRGINIA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT NOTICE REQUIREMENTS

Title 114, Series 36

BRIEF SUMMARY OF RULE AND DETAILED STATEMENT
OF CIRCUMSTANCES REQUIRING PROPOSED LEGISLATIVE RULE

This proposed rule specifies the form and content of the
notice and disclaimer required to be given, pursuant to West
Virginia Code § 33-26A-19, to those certain persons identified in
Section 3(a) of the West Virginia Life and Health Insurance
Guaranty Association Act, as amended and re-enacted by House Bill
2632 (effective July 9, 1993). This notice is to be delivered to
policyholders of certain life, health and annuity insurance
pollc1es or contracts where any portion of the policy or contract
is not guaranteed by the insurer, or under which the risk is
borne by the policy or contract holder. The disclaimer must be
attached to the face of the Summary Document which describes the
general purpcses and current limitations of the Guaranty
Association Act.




APPENDIX B
FISCAL NOTE FOR PRCPOSED RULES

Rule Title: West Virginia Iife and Eealth Insurance (Guaranty Association Act
Notice Reguiraments

Type of Rule: _X Legislative Interpretive Procedural
Agency . . __Insurance Camiissioner
Address 2019 Washington Street, East

Post QOffice Box 50540

Charleston, WV 25305-0340

1. Effect ©f Proposed Rule

ANNUAL FISCAL YEAR
IRCREASE DECREASE CURRENT XEIT THEIRATTER
ESTIMATED TOTAL $ s $ $ $

COST
PERSONAL SERVICES NONE
CURRENT EXPENSE

REPAIRS &
ALTERNATIONS

EQUIPMENT NONE
OTHER

2. Explanation of above estimates:

The rule will have no flscal lmpact upen state, local or
federal government. :

3. Objectives of these rules:

The objective of this rule is to provide notice and disclosure

to policyholders of certain life, health and annuity insurance

contracts that the policy, or portion ithereof, may not be covered

gytthe hest Virginia Life and Health Insurance Guaranty Association
ct. - _




Rule Title: West Virginia Life and Health Insurance Guaranty

Association Act Notice Reguirements.

4. Explanation of Overall Economic Impact of Proposed Rule.
A. Economic Impact on State Government.
None.
B. Economic Impact on Political Subdivisions; Specific

Industries; Specific groups of Citizens.

T@e_econgmic impact of the required notice should have
minimal impact on the insurance industry.

c. Economic Impact on Citizens/Public at Large.
None.
Date: July 13, 1593

Signature of Agency Head or Authorized Reprensentative

Hanlev C. Clark
Insurance Commissioner




DATE: August 16, 1993

TO: LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

FROM: Office of the Insurance Commissioner

LEGISLATIVE RULE TITLE: West Virginia Life and Health Insurance Guaranty -

Lgssoclratlon Act Notice Reguirements

1. Authorizing statute(s) citation West Virginia Code

{Series 38)

§§ 33-26A4-19(4); 33~-2-1i0

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

July 13, 1983

b. What other notice, including advertising, did you give

of the hearing?

None

c. Date of Hearing(s) The comment period ended on August

i3, 1983

d. Attach 1list of persons who appeared at hearing,
comments received, amendments, reasons for amendments.

Attached X No comments received

e. Date you filed in State Register the agency approved
proposed Legislative Rule following public hearing:

(be exact)

August 16, 1993 - T

f. Name and phone number(s) o©of agency person(s)

contact for additiconal information:

Jeffrey W. VanGilder, Associate Counsel

to

West Virginia Insurance Commissioner

(30£4) 558-0401




If the statute under which you promulgated the submitted
rules requires certain findings and determinations to be
made as a condition precedent to their promulgation:

a. Give the date upon which wyou flled in the State
Register a notice of the time and place of a hearing
for the taking of evidence and a general description
of the issues to be decided.

Not applicable

b. Date of hearing: Not applicable

c. On what date did you file in the State Register the
findings and determinations required together with the
reasons therefor?

ot applicable

d. Attach findings and determinations and reasons:

Attached
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WEST VIRGINIA LEGISLATIVE RULE
INSURANCE COMMISSIONER

CHAPTER 33-26A
SERIES 36

WEST VIRGINIA LIFE AND HEALTE INSURANCE
GUARANTY ASSOCIATION ACT NOTICE REQUIREMENTS

Section

§ 114-36-1. General.

§ 114-36-2. Definitions.

§ 1i4-36-3. . Form and Content of Notice.

§ 114-36-~4. Form and Content of Disclaimer.

Appendix A. Notice ef—Exelusionfrom Ceverage—eor Limited

Ceverage—Concerning Coverage Limitations and
Exclusions Under %#The West Virginia Life and

Health Insurance Guaranty Association Act.
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CHAPTER 33-26A
SERIES 36

WEST VIRGINIA LIFE AND HEALTH INSURANCE
GUARANTY ASSOCIATION ACT NOTICE REQUIREMENTS

§ 114-36-1. General.
1.1. Scope. == This rule applies to éaeufaaee—eeﬁpaﬁéee
Member Insurers and thelr agente that prov1de insurance coverage

for
direct, nongroup life, health annulty and supplemental policies
or contracts, for certlflcates under direct group policies and
contracts, and for unallocated annuity contracts—ifany pertien

of-the—poliey—orcontractis mnot-guararnbteed by —the dncurer or
] hioh ) el e ) ] 1 13 e holder.

to those perscons specified in subsecticon (a section three of
the Act (W. Va. Code § 33-26A-3({al).

1.2. Authority. -- West Virginia Code §§ 233-26a-19(4);
33-2-10. i i -

1.3. Filing Date. =--

1.4. Effective Date. --

§ 114-36-2. Definitions.
2s used in this legislative rule:

2.1. "Act" means the West Virginia Life and Health Insurance
Guaranty Association Act, West Virginia Code §§ 33-26A-1 et sedq.

2.2. "Association" means the West Virginia Life and Health
Insurance Guaranty Assoclation created under sectlon gix of the
Act. -

2.3. "Code" means the Code of West Virginia.

2.4. "Commissioner" means the Commissioner of Insurance of
West Virginia. o

2.5. "Covered Policy" means any policy or contract described
in subdivision (1) of subsection (Bb) of section three of the Act
Code § 33-26A-3(b) (1), unless paragraph D, subdivision 2<{&r of




Ssubsection Bk of Ssection three of the Act (Code § 33-26A-3(b))
(2)(A)) applies to such policy or contract. i

2.6. "Disclaimer" means the disclaimer required to be placed
on the face of the Summary Document pursuant to subsection c,
section nineteen of the Act [Code § 33-26A-19(cC)].

2.7. "Excluded Policy™ means any policy or contract of
insurance described in subdivision (1} of subsection (b) of
section 3 of the Act [Code § 33-26A-3(b)(1)] and excluded frocm
coverage in whole or in part, under paragraph (a), subdivision
(2), subsection (b) of section three of the aAct [Code § 33-26A-
3(b)(2)(A)]. '

2.8. "Notice" means the notice required to be given to a
policyholder of an Excluded Policy pursuant to Section 19(d4) of
the Act and as set forth in Appendix A of this rule.

2.9. "Summary Document” means the document, required by
Subsection (b), Section 12 of the Act, as prepared by the
2Association and approved by the Commlssioner which describes the
general purposes and current limitations of the act.

2.10 "Member Insurer" means any jinsurer licensed or which
holds a certificate of authority to transact in this state any

kind of insutfance for which coverage is provided under section
three of this article, and includes anvy insurer whose license or
certificate of authority in this state may _have been suspended
revoked, not renewed or voluntarilv withdrawn, and includes

nonprofit service corporations as defined in article twenty-four

twenty-five of this chapter: Provided, That the term "member
insurer' does not include a health maintenance organization, a
fraternal benefit socliety, a mandatorvy state peolling plan, a
mutual assessment I entity that operates on an
assessment basis, an insurance exchange, or any entity similar to
any of the above excluded entities.

§ 114-36-3, Form and Content of Notice.

3.1. Sixt APy ya the Document
by the Commissioner, —or e 43 5 —no insurer or
agent may deliver an Excluded Policy to a policy or contract
holder, unless the Notice reguired by Code § 33-26A-19(d) is
delivered to the policy or contract holder prior to or at the

time of delivery of the Excluded Policy.

3.2. The insurer or agent making the delivery of the Notice
shall maintain a record of such delivery.

3.3. The Notice shall be printed on a separate sheet of
paper in a minimum 10 point type. The Notice may not include the
name and address of the insurance company issuing the Excluded




Insurance Conmmissioner .
Legislative Rule
Title 114, Series 36

Policy or the name and address of the agent who procured the
Excluded Policy.

3.4. The Notice shall be identical to that prescribed by the
Commissioner in Appendix A of this rule_and shall include the
Summary Document as appreoved by the commissioner.

3.5. A form filing is not required for the Notice.
§ 114-36-4. Form and cContent of bisclaimer.

4.1, Sixty (60) days after approval of the Summary Document
by the Commissioner, no insurer or 1ts agent may deliver a
Covered Policy to a policy or contract holder unless the Summary
Document and Disclaimer is delivered to the pelicy or contract
holder prior to or at the time of delivery of the Covered Policy.

4,2. If a "free look! pericd is not reguired by state law
for the type of poliecy coverage being solicitated, the Summary
Document and Disclaimer must be delivered by the insurer or agent
to the applicant at the time of solicitation cor preliminary
negotiations.

4,.3. An insurer or its agent shall make the Summary Document
and Disclaimer available to a policyholder upon regquest.

4.4. The insurer or agent making the delivery of the
Disclaimer and Summary Document shall maintain a record of such
delivery.

4.5. The Disclaimer shall be printed in a minimum 10 point
type and printed on the face of the Summary Document. EaisThe
Disclaimer may not include the name and address of the insurance
company issuing the Covered Policy or the name and address of the
agent who procured the Covered Policy.

4.6. The Disclaimer shall be identical to that prescribed by
the Ccommissioner in Appendix 22 of this rule. The Disclaimer and
Summary Document shall be a single document.

4.7. A form filing is not required for the Summary Document
er _and the Disclaimer. o

Page 3
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APPENDIX A

NOTICE CONGCERNING COVERRGE
LINITATIONS AND EXCLUSIONS UNDER TXE WEST VIRGINIA

Rogidents of West Virginia who purchase life iasurance, anauitles or healsh
inguzanss snoyid Anow that the ingu=ahce sinpanies licensed in this state Lo
wzita thege types of ingurance ere vembess of the West Vieginia Life and Healih
Inpurance Guaranty Assdclation. The purzpose of this associatien is w0 assure
that policy holdery will be pretgoted, within limies, in the unlikely ¢vent thae
& mevper insurer desomes financlally umable 2o meat Les oxligaziens, IZ thin
should happen, the Guaranty Asscclation will amsets its other nembor insurance
gonpanies Tor she money o pay the ¢laine »f i{ngured persons «wis live Irn this
ptate and, in sohe ciRses, LS Raep coverage Ln foream. The valusbla extza
protection provided by these insurers through the Suaranty Argociatisn ig not
Wnlivited, howevar, And, ¢ noted Ln the hox below, this protectien 4is nct a
gubstitute for cohsumers’ care in seleceuing companles that are well-managed and
Sinancielly stadle, '

- E}’fﬁﬁ%‘?ap; = Sy ———
The Wert Virginia Life and Sexith Inpuranes Guaranty Assdciaticn zay nos
provide coverage €9 this policy. If coverage i3 provided, it mxy be
subject to swbstantial lipigaticnx azd exclusions, and reguire continued
Tosidency iz West Visginis., You thould ns: roly on voverage by the Wast
Viyginia Life and Meplth Insurance Cuaranty Assscistion in selecting an
insuranca company of in selecting an imsuraanse poliey. Fog a tozplets
acccigittcn pf cavarage, coagult Axticle 2¢A, Chapter 33 of she Wast
Vivginia Code,

Covarags it NOI provided for your peliey or any portien of it that
if sot gusraotaed by the iasurer ox for which you have atauxed the pitk,
You ghould check witk your imsuvancs company rapreselitative o detercina
if you arm aznly covered ir part or a0t covered at all.

Iasurance companies or thelr xgeats are requized by law %o givae o
Fand you thip petiecs, Yowever, Insurance companies anyd their agentg are
prolidited by law Iroa uging the existance of the guaranty asacciation to
induces you to purvhase any kisd of ingurance policy.

Thw Guaranty Atsesistion or +the West Viprgismla Tasuwanco Geesission i
will vespoad & questione you xziy have which are not answered by +tiis
doounent. PFolicybolders with additional guestions mxy contacss

West Vigginiz Life and Esslth Insurance Guaranty Asszocistios
P, 9, Box $16
Yuntington, Weet Vieginia 457173

Wert Viwginix Insursnce {omzmlssioner
Conzuner Services Divisiep ;
2019 Wagdington Street, Iast
charlecton, West Virgiaia 253085-0640
j {304) 5535«0401
Toll Free 1=800-435-7388)

T ——— = ——t = = e -—

Ul | e |

o




ATTACHMENT TO QUESTION 2(d):

Comments concerning the propeosed rule were received from the
following: American Council of Life Insurance (ACLI), Mountain
State Blue Cross Blue Shield (MSBCBS), and West Virginia Life &
Health Insurance Guaranty Association (WVLHIGA}.

After reviewing the comments, the Department determined to
make amendments to its proposed rule.

American Council of Life Insurance’s (ACLI) comment addressed
the summary document and disclaimer form. ACLI suggested using the
National Organization of Life and Health Insurance Guaranty
Association’s "Model Summary Document and Disclaimer." The
Insurance Commissioner agrees and has amended the proposed
regulation to reflect the use of a single document as both the
summary document disclaimer and notice.

ACLI also suggests that the reguirement to maintain a separate
record of delivery of the summary document and disclaimer to be
incorporated to reflect that the maintenance of records of policy
also constitute a record of delivery of the summary document and
disclaimer. The Insurance Commissioner believes that to maintain
consistent accountability, of both the insurer and agent, separate
records of delivery should be kept.

Mountain State Blue Cross Blue Shield’s (MSBCBS) comments
address the reguirements of a notice or disclaimer to be sent to
subscribers under a self-funded health benefits plan. They believe
that the rule may be pre-empted by the Employee’s Retirement Income

Security Act of 1974 ("ERISAM"). The Insurance Commissioner




believes that this concern is addressed by the amended definition
of "covered policy" in section 2.5 of this rule, which definition
excludes self-funded or self-insured programs as defined by West
Virginia Code §33-26A-3(b) (2) (D).

MSBCBS also expressed concern regarding the Summary Document,
required in Section 4.1 through 4.7, and the disclaimer form. The
Summary Document is not due to be filed by the WVLHIGA with the
Insurance Commissioner until 180 days after July 9, 1993, the
effective date of Act (West Virginia Code §33-26A-195(b)). The
WVLHIGA intends to file a proposed Summary Document with the
Commissioner for approval in the near future. The Insurance
Commissioner is amending this rule to reflect a single disclaimer
and notice form. Insurers will be notified by the Commissioner
when the summary document has been approved.

West Virginia Life & Health Insurance Guaranty Association’s
(WVLHIGA) comments address changes in the Scope, Section 1.1; a
definition change of "covered policy™ in Section 2.5; adding a
definition of "member insurer", subsection 2.10; and combining
Appendix A and B to form a single document.

The Insurance Commissioner agrees to amend Section 1.1. 1In
Section 2.5 the Insurance Commissioner agrees to the changes with
the exception of "paragraph (A&)," which should read "paragraph
(D) ."

The Insurance Commissioner agrees to add a new subsection 2.10
which defines the term "member insurer."

The Insurance Commissioner will amend Appendices A and B by

withdrawing both and adding a new Appendix A.




As previously discussed, the Insurance Commissioner will adopt
a single disclaimer and notice form and has amended this rule to

reflect same.




American Council of Life Insurance

J. Bruce Ferguson
Legislative Director

August 10, 1993 ﬁ@@ £?£)
77
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W), oy, J
VIA FACSIMILE AND EXPRESS MAIL " Dtpp

Jeffrey W. Van Gilder, Esqg.
Associate Counsel

State cof West Virginia
Department of Insurance
2019 Washington Street East
Charleston, WV 25305

Re: Proposed Regulation Title 114, Series 36 -- West Virginia
Life and Health Insurance Guaranty Association Act Notice
Requirement

Dear Jeff:

This statement is submitted on behalf of the member companies of
the American Council of Life Insurance ("ACLI"). The ACLI is a
trade association whose 634 member companies account for
approximately 90 percent of the life insurance in force in the
United States. Three hundred and ninety-seven of the ACLI's member
companies are licensed to do business in West Virginia, and account
for approximately 92 percent of the life insurance in force in the
state. We appreciate the opportunity to comment on the
above-captioned proposed regulation.

As you know, the ACLI supported the enactment of the West
Virginia Life and Health Insurance Guaranty Association Act, which
is based on the most recent NAIC Model Act and which provides the
authority for this proposed regulation. Accordingly, we support
this proposed regulation, but would like to raise some concerns we
have with respect to the content of the summary document/disclaimer
form and its effective date.

Section 33-26A-19, which provides the authority for this
proposed regulation, is based on Section 19 of the NAIC Model Act.
This section establishes several disclosure requirements with
respect to the nature and scope of guaranty association coverage,
some of which appear to overlap with one another and therefcore are

1001 PENNSYLVANIA AVINUE, N,
WASHINGTON, D.C. 20004-2598
202/624-2381
FACSIMILE 202/624-2319




Jeffrey W, Van Gilder, Esg.
August 10, 1993
Page 2

difficult to implement. To illustrate, Section 19(b) requires the
guaranty association, within 180 days of the effective date of. the
Act, to prepare a summary document describing the general purposes
and current limitations of the coverage under the Act. The summary
document is to be submitted to the Commissioner for approval, and,
60 days after such approval, must accompany all policies delivered
in the state. Sectlion 19(c) requires the summary document to
contain a prescribed disclaimer relating to coverage, the form and
content of which are to be established via promulgation of a rule by
the Commissioner. Thus, while the statute envisions that a single
disclosure document accompany all peolicies, part of that document
(the summary) is required to be drafted by the guaranty association
and submitted to the Commissioner for approval, and the other part
of the document (the disclaimer) is required to be established by
the Commissioner via regulation.

To further complicate things, Section 19(d) reguires insurers
and agents, prior to or at the time of delivery ¢f the policy, to
give the policyholder written notice separate from the policy
disclosing that the policy is not covered by the guaranty
association if such is the case. The form and content of the notice
are to be specified by regulation of the Commissioner; in this case,

by August 2, 1983.

All of this has led to gquestions about how many disclosure forms
there must be, who is responsible for drafting them, how they are
Implemented and when they become effective. For example, insurers
would be unsure whether and when they should send one disclosure
form, or two. Polilcyholders would be confused when they received a
document stating that their policy may not be protected, followed by
another one that stated that their policy was not protected. The
Insurance Department would be caught in the middle trying to resolve
the conflict between the two.

To remedy this confusion, the National Organization of Life and
Health Insurance Guaranty Associations ("NOLHGA") established a task
force in 1989 to study the issue, which resulted in the development
of a Model Summary Document and Disclaimer meeting the requirements
of Section 192. In providing clear and meaningful information to
policyheolders in a single form, this Model also minimizes the burden
on insurers, insurance departments and agents in complying with the
law. T -

As you will note from the compilation in Attachment A, most
states have adopted the NOLHGA approach and its single disclcsure
document. Attachment B is a draft of a disclosure form developed by




Jeffrey W. Van Gilder, Esqg.
August 10, 1993
Page 3 .

the West Virginia guaranty association which follows the NOLHGA
approach. The ACLI recommends that this disclosure form be used to
satisfy all the disclosure regquirements prescribed in Section 19
once it is adopted by the guaranty association and submitted to the
Commissioner for approval. .This regulation, in essence, would
become the vehicle for approval of the single disclosure form.

From a timing perspective, adoption of the NOLHGA approach to
disclosure will make it easier for insurers to begin to comply with,
since it is already in place in many states. We do recommend,
however, that a reasonable period of time be given to Insurers to
comply with the disclosure reguirement -- preferably 60 days after
Commissioner has approved the document submitted to him by the
guaranty association.

Our final comment relates to the requirement that insurers
maintain a record of delivery of the summary document and
disclaimer. Insurers routinely keep a record of when a policy is
delivered; under the disclosure approach we are recommending, the
summary deocument/disclaimer will automatically accompany the
policy. We therefore respectfully recommend that the proposed
regulation be amended to reflect that maintenance of records of
policy delivery also constitutes a record of delivery of the summary
document and disclaimer.

We appreclate the opportunity to comment on this proposed
regulation. If wyou have any gquestions or would like additiocnal
information, please let me Kknow.

Very truly yours,

s

J. ¥Bruce rglison

JBF
Attachments

SGUAR . ADV / LAWSTATE /W
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NOTICE CORCERNING COVERAGE .
LIMITATIONS AND EXCLUSIONS UNDER THE WEST VIRGINIA
LIFE AND HEALTH INSURMANCE GUARANTY ASSOCIATICON ACT

—— . —

Residents of West virginia whe purchase life inmurance, annuities or health |
ingurasce anould know that the insurance companies licensed in this Btate to :
writa these types of insurance are members ¢f the West Virginia Life and Health
Inesurance Guaranty Aasoclation. The purpose of this association is o assure
chat policy helders will be protected, within limits, in the uniikely event that
2 member insurer bacomes financlally unable o meef 4ts oorligaxziens. I this
should happen, the Guaranty Associlation will assesa lig other member insurance
companies for the money to pay the claims of insured persons who live in this
state and, in sSome cases, Lo kesp coverage in foree. The valuable extrs
protection provided by these lnsurers through the Cuaranty Asgsociation lg not
unlimited, howevar. &And, a% noted in the box below, this protactien is net a
gubztltute for congumers’' care in selecting companies that are well-managed and
financially stable.

The Wast Virginia Life and Bealth Insuranss Guaranty Asseciation may net
provide coverage fay this policy. If coverage is provided, it nay be
subyect to sukskantial licitaticns and exclusiona, and requirs continued
; residency ir West Virginia, You should not rely on coverage by the West
' virgipia Life and Heslth Insurance Guaranty Ascociation in celecting an i
insuranea company or in selecting an ilusurance poligy. For a ¢omplmte :
dascription of covaerage, consult Article 26A, Chaptar 33 of the West
Virginia code.

Coveraga is HOT provided forz your pelley or any portien of it that
ig not guaranteed by tha insurer or for which you have aesumed the risk.
¥au ghould chack with your imsuxrancae company rapresentativae to deteroine
if you are only covered in part or ast covered at all.

Ingurance companiaz or thelr agents are required by law te give or
send you this noticsa, Hovever, Insurance companies and their agents are
propibitad by law from using the exigtence of the guaranty asgociation to
induce you to purchage any kind of ingurance policy.

"ha Buaranty Asgseciuticn or tha West Virginia Ingurance Commisaion i
will respond to questions ysu xay have which are not answered by tbis
decumant, Policyholders with additiozal questions may contact:

West Virginia tife and Eealth Insurancs Guaranty Association
P. 0. Box 316
Huntington, West Virgioia 25711

Wart Virginia Insurance Commissioner
Conzuner Services Division
2019 Washington Straet, East
B, . Box 50540
charleston, Wast virginia 25305-0540
(304) 558=-0401
Toll Free 1=300=~435-7331
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The state law that provides for this safeaty-net coverage ig called the West
Virginia Life and Health Inaurance Guaranty Association Act. The fellewing ie
a brisf summary of this law's coverages, exclusions and limits. This summary
does not covar all provisiens cof tha law nor does it in any way shange anyone's
zights or obligations under the act or the rights or cbligations of the Guaranty
Agapoiation.

COVERAGK

Genearally, individuals will be protectad by the Weet Virginisz Life and Health
Inpuranca Guaranty Ragociation if they live in wWest Virginia and hold a lifg or
Realth insurance contract, annuity contraeckt, unallocated annuity contrast, orx if
they are ingured under a group life, health or annuity insurance consrass, iszued

by a2 member Linsurer. Member insurer alse includez non-profit gervice
corporations (W. Va. Code §33-24) and health cars corporasisns (W. Va,. ¢ode § 33=-
26). The beneficiaries, payese or assigneas of insured pargonz are protected ag

well, aven if they live in anothar state.

EICLUSIONS FROM COVERACGE
However, persens holding auch poligies are not protected by this asscelation if:

* they are esligible fer protectlion under the laws of another stata (this may
cecur whan the inselvent insurer was incorporated in anctier ststa whosze
guarenty asBociation protect= insureds wheo live cutside that stats);

* the insurer was neot auwthorized to do buainess in +this state;

* the policy was issued at a &ime when the insurer was not Llicenssd or
authorized wo do business in the state;

* their policy was lggsued by an HMO, a fraternal benefit society, mandazcry
state poaling plan, a mutual protective associaticn or similar plan in whiah
the poliey holdar is subject to future assessments, an insuranes exchangs, ar
any entity similay to the above.

The association also does not provide covarage for:

+ any policy or portion of a policy which Lls not guaranteed by the insurer or
for which the individual or céntract holder has assumed the risk;

¢+ any policy ¢f reinsurance {unless an assumption cartificate was issusd);
+ interest rate yialda that exsesd an average rate;

« dividends

. experianée rating eredits given in connection with the zdminiskration of a
palicy by a gyoup contract noldeor;

s empleyer or association plans to the extent they are gelf-funded {that is, not
inaured by an insurance company, even if an insurance company administars
them} or uninsured, including:

i, multiple amployer welfare arrangement;
ii. mninimum premium group inzuzance plan!
iii, step loBy group inaurance plany oz

iv, administzative gervices cnly contract.

"
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» any unallocated annuity centract iosued to an employee benefit plan protected
under the fedaral pensien guaranty corporation

» any portien of any unallocsted contract which Ls not ilssued £5 oz in
cennection with a apacific employee, unicon or association's benefls plan er

& governmental lotzary.

LIKITS O AMOUNT OF COVERAGE

The act aloe limits the amount the zspotlation is obligated to pay cut: The
association cannet pay moce than what the ingurance gompany weuld owa under a
palicy or contract. Alse, for any one insured life, the assoslation will say a
maximum of $300,000 = no matter how many policies and gontracts there were with
the sama company, even if they provided different types of ¢overages., Within
thig overall $300,000 limit, the assoceiation will not pay more than $100,000 in
carh surrender valuesz, 3100,000 in health insurance bmnafits, $100,000 in prasent
value of annuitiaa, or 5300,000 in life insurance death benefiis - zgain, ne
matter how many policies and ceontrscts thare were with thae gane company, and no
matter how many different types of coverages.

Note to bencfit plan trustees or other holders of unallocated annulties (8ICs,
DACE, e%e.) covered by tha act. TFor unallocated annuitles that fund governmantal
getivamant plans under §§ &01(k) ,-403({b) or 457 of the Internal Revenue Code, the
limit im $150,000 in present valvue of annuity banefits ineluding nes gash
surrender and ret cash withdrawal per participating indiwvidual. In ne event
shall the assogiation be liable to spend mores than 5300,000 in the aggregate per
individual, For covered unalleccated annuities that fund other plans, a gpesial
limit of 81,000,000 applies to each contract holder, ragardless of the number of
¢antracts held with the same company or number of pargons covered., In all casesn,
of ¢ouzse, the contragk limits also apply.
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HAND-DELIVERY : RECEIVED

Jeffrey W. VanGilder, Esqg.

Associate Counsel AUG 17 1993
State of West Virginia

Department of Insurance LEGAL DIVISION
2019 Washington Street, East W, VA, INS, DEPT,

Charleston, WV 25305

RE: Proposed Regulation Title 114, Series 36 -~
West Virginia Life and Health Insurance
Guaranty Association Act Notice Regquirement

Dear Mr. VanGilder:

This statement is submitted on behalf of the West
Virginia Life and Health Insurance Guaranty Association (the
"Association") concerning the above-referenced proposed
regqulations.

1. The Association proposes that subsection 1.1 (114-36-
1.1) ke amended and rewritten as follows:

1.1 Scope - This rule applies to @gmber insurers
and their agents that provide insurance coverage for
direct, nongroup life, health, annuity and supplemental
policies or contracts, for certificates under direct
group policies and contracts and for unallocated annuity
contracts to those persons specified in subsection (a),
section three of the Act (Code § 33-26A-3(a)).

2. The Association proposes that subsection 2.5 (114-36-
2.5) be amended and rewritten as follows:

2.5 "Covered Policy" means any policy or contract
described in subdivision (1) of subsection (b) of section
3 of the Act (Code § 33-26A-3(b) (1)), unless paragraph
(A), subdivision (2), subsection (b), of section three of
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the Act (Code § 23-26A-3(b)(2)(A)) applies to such
policy.

3. The Association propeses that a new subsection 2.10
{114-36-2.10) be added. This new subsection would be a definition
for the term "member insurer" and would contain the same definition
as that contained in Code § 33-26A-5(8).

4. In paragraph 3 of the Notice (Appendix A}, the
Commissioner has apparently made the determination that a variable
contract sold by prospectus is not covered either in whole or in
part by the Association. This is an issue raised by a number of
insurers in protests brought against the most recent assessments of
the Association.

5. The Associlation is required <to submit to the
Commissioner for his approval in accordance with 33-26A-19(b) a
summary document within 180 days of the effective date of this new

section. Such summary document has been drafted and subject to
receiving Board approval will be submitted to the Commissioner in
the near future. The Association concurs with the comments

submitted by the American Council of Life Insurance regarding
disclosure documents. The use of two or three separate documents
will be confusing for the consumer and difficult for the member
insurers to administer. Accordingly, the Association supports the
use of a single disclaimer and summary document.

Thank you for your consideration of these comments. If
you have any gquestions, please do not hesitate to contact ne.

\4£;;;perel yours, (iziégﬁ
T. RANDOLPH COX, COUNSEL

WEST VIRGINIA LIFE & HEALTH
INSURANCE GUARANTY ASSOCIATION

TRC/1b
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August 13, 1883

Jeffray W, VanGilder, Esquira
Associate Counsel
Offices of the Insurance Coemmissioner

2019 Washingten Streat, East
Charlasten, Woet Virgiria 25385-0840 -

RE: WEST VIRGINIALIFE AND HEALTH INSURANCE GUARANTY ARSOCIATIONACT
NOTICE REQUIREMENTS

Deaar Mr. VanGilder:
Please accept the following as our comments to tha abovs antitled regulaticn:

1. Insofar ag ths ragulation reguires a notice or disclaimer to be sent to
subscribers undar a self-funded health benefits plan, such ragulation may
be pre-ampted by the Employea’s Retiremeant income Security Act af 1874
("ERISA"} (28 U.8.C. Ssctien 1001 et, seq.).

2, We have no knowledge concerning the finalization of the Summary
Document raquired by Section 4.1 through 4.7 of the regulation.

3. Thers is very little distinction in the language batween the notice and the
disclaimer, Both the disciaimer and the notice should use mers dafinitive
language relating to whethaer covarage is provided by the Associaticn or
rot.

t hope these comments will be halpful.
Sincaraly-

el

Richard W, Adkins

Agganiata Corposate. Sannasd

RWA/KIj




