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Chapter 23—Conducting the Life and Annuity Examination

IMPORTANT NOTE:

The standards set forth in this chapter are based on established procedures and/or NAIC models, not on
the laws and regulations of any specific jurisdiction. This handbook is a guide to assist examiners in the
examination process. Since it is based on NAIC models, use of the handbook should be adapted to reflect
each state’s own laws and regulations with appropriate consideration for any bulletins, audit procedures,
examination scope and the priorities of examination. Further important information on this and how to use
this handbook is included in the Foreword section of the handbook.

This chapter provides a format for conducting life insurance and annuity company examinations. Procedures for
conducting property/casualty insurance company examinations and other.types of specialized examinations—such
as managed care organizations, third-party administrators and surplus lines brokers—may be found in separate
chapters.

The examination of life insurance/annuity operations may involve any review of one or a combination of the
following business areas:

A. Operations/Management

B. Complaint Handling

C. Marketing and Sales (Several specialized Supplemental Checklists.are available in Sections H-N of this
chapter)

Producer Licensing
Policyholder Service
Underwriting and Rating
Claims iah i i i
Supplemental Checklist for Marketing and Sales Standard #1
Supplemental Checklist for Marketing and Sales Standard #4
Supplemental Checklist for Marketing and Sales Standard #8
Supplemental Checklistifor Marketing and Sales Standafd #10

Supplementak.Checklist for Marketing‘and SalessStandard #16

ZEfFA=TTOMMO

When conducting an examination that reviews these areas, there are essential tests that should be completed. The
tests<are applied to determine if the company is meeting standards. Some standards may not be applicable to all
jurisdictions. The standards may suggest other areas of review that may be appropriate on an individual state
basis.

When an examination involves a depository institution or their affiliates, the bank may also be regulated by
federal agencies such as the Office of the Comptroller of the Currency (OCC), the Federal Reserve Board, the
Office of Thrift Supervision (OTS) or the Federal Deposit Insurance Corporation (FDIC). Many states have
executed an agreement to share complaint information with one or more of these federal agencies. If the
examination results find adverse trends or a pattern of activities that may be of concern to a federal agency and
there is an agreement to share information, it may be appropriate to notify the agency of the examination findings.

11IPRC-Approved Products

When conducting an exam that includes products approved by the Interstate Insurance Product Regulation
Commission (Compact) on behalf of a compacting state, it is important to keep in mind that the uniform
standards—and not state-specific statutes, rules and regulations—are applicable to the content and approval of the
product. The Compact website is www.insurancecompact.org and the uniform standards are located on its
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rulemaking record. Compacting states have access through the NAIC System for Electronic Rates and Forms
Filing (SERFF) to product filings submitted to the Compact for approval and use in their respective state or
jurisdiction and can also use the export tool in SERFF to extract relevant information. Each Compact-approved
product filing has a completed reviewer checklist(s) to document the applicable uniform standards compliance
review. The Compact office should be included when a compacting state(s) is concerned that a Compact-approved
product constitutes a violation of the provisions, standards or requirements of the Compact (including the uniform
standards).

A. Operations/Management

Use the standards for this business area that are listed in Chapter 20—General. Examination Standards and the
standards set forth below.
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STANDARDS
OPERATIONS/MANAGEMENT

Standard 1
The regulated entity files all certifications with the insurance department, as required by statutes, rules and
regulations.

Apply to: All regulated entities
Priority: Essential
Documents to be Reviewed
Applicable statutes, rules and regulations
Insurance department records of certifications made by the regulated entity

Others Reviewed

NAIC Model References

Advertisements of Life Insurance and Annuities Model Regulation (#570)
Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX—The Application of the Life
1llustrations Model Regulation to Policies with Index-Based Interest (AG 49)

Review Procedures and Criteria

The illustration actuary should file a certification with the insurance department annually for all policies for which
illustrations are used (Model #582, Section 11). For-indexed universal life (IUL) illustrations, AG 49 expands
upon and supersedes the illustration requirements in Model #582.

A responsible officer of the insurer, other than the illustration actuary, should certify annually that the illustration
formats meet all applicable requirements and that the scales used in insurer-authorized illustrations are those
scales certified by the illustration actuary: In addition, the officer must certify that the regulated entity has
provided its producers with information about the expense allocation method used and disclosed by the regulated
entity in its illustrations (Model #582, Section 11).

Note: The annual certifications.should be provided each year by a date determined by the insurer.
Each insurer should file with its annual statement a certificate of compliance executed by an authorized officer
stating that the advertisements which were disseminated by or on behalf of the insurer during the statement year

complied, or were made to comply, in all respects with the rules governing the advertising of life insurance
(Model #570, Section 9C).
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B. Complaint Handling
Use the standards for this business area that are listed in Chapter 20—General Examination Standards.
C. Marketing and Sales

1. Purpose

The marketing and sales portion of the examination is designed to evaluate the representations made by
the company about its product(s). It is not typically based on sampling techniques, but it can be. The areas
to be considered in this kind of review include all written and verbal-advertising and sales materials.

2. Techniques

This area of review should include all advertising and sales material and all producer sales training
materials to determine compliance with statutes, rules and regulations. Information from other
jurisdictions may be reviewed, if appropriate. The examiner may. contact policyholders; producers and
others to verify the accuracy of information provided or to obtain additional information.

As with all of its advertising, regardless of the medium, every insurance company is required to have
procedures in place to establish and at.all times maintain a system of control over the content, form and
method of dissemination of all of its advertisements. All of these advertisements maintained by or for and
authorized by the insurer are the responsibility of the insurer.

The exact same regulations and statutes (such as the Unfair.Trade Practices Act (#880)) that apply to
conventional advertising also apply to Internet advertising. Bearing that in mind, when the examiner is
reviewing a company’s Internet advertisements, it is important to also review the safeguards implemented
by the company.

All advertisements are required to be truthful and not-misleading in fact or by implication. The form and
content of an advertisement of a policy shall be sufficiently clear so as to avoid deception. The
advertisement shall not have the capacity or tendency to mislead or deceive. Whether an advertisement
has the capacity or tendency to mislead or deceive shall be determined upon reviewing the overall
impression that the advertisement. reasonably may be expected to create upon a person of average
education or intelligence within the segment of the public to which the advertisement is directed.

There may be special requirements<for applicants age 60 or older. The examiner should refer to statutes,
rules and regulations to determine what requirements apply.

In addition to reviewing advertising, examiners should be aware that several NAIC models impose
additional duties on_regulated entities which go beyond the delivery of accurate information to
consumers. If an insurance product is involved and a regulated entity, producer or a registered
representative makes a recommendation regarding that insurance product, both insurance suitability laws
and insurance replacement laws may apply to the transaction. A person who is advising a consumer about
an insurance product, even if it is to replace it with a non-insurance product, must hold an insurance
license. An insurance producer who does not hold a license as a registered representative should not give
advice or recommendations about securities products.

The Life Insurance and Annuities Replacement Model Regulation (#613) was thoroughly updated and

expanded in 1998. The new model applies to annuities and life insurance products and requires delivery
of certain notices if the proposed purchaser has any existing life insurance or annuity products. Under the
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new model, insurers are required to have systems in place to monitor compliance with replacement
procedures. Under the old model, which is still in place in a number of states, producers generally make a
decision at the point of sale as to whether the transaction involves a replacement. Under either model,
market regulators should review insurer systems and should also sample transactions that are not reported
as replacements to verify that the insurer’s system is effective in properly identifying replacement
transactions.

Historically, replacement ratios were quite low. This was due in part to the fact that the definition of a
replacement under the “old” Life Insurance and Annuities Replacement Model Regulation (#613) only
applied to life insurance products and external replacements. Under the prior model, either the producer
or the insurer made a decision as to whether the transaction involved a “replacement.”

The new model covers internal and external replacement and, ifiany funds for the new product come from
an existing product, the transaction is a replacement and must be reported as such. There are several
limited exceptions. Another factor in the increase in replacement activity is the tendency of consumers to
move funds between investment and insurance products when the stock market fluctuates. In such
transactions, an analysis should be performed to determine whether the insurer has systems in place to
supervise its producers. Regulators should review transactions involving the sale or replacement of
variable products involving the insurer and its products to verify.that a.system is in place to confirm that
its producers are properly licensed. In the context of the examination, an examiner or analyst is only
responsible for reviewing the conduct of insurance producers and conduct which requires an insurance
producer license.

The_Suitability in Annuity \Transactions Model Regulation (#275) was adopted in 2020. But it was+ | Formatted: Tab stops: 0.33", Left + 0.67", Left + 1", Left
initially adopted in 2006, and revised in 2010, and was a successor to the Senior Protection in Annuity +Notat 0"+ 0.5"+ 1.5

Transactions.Model Regulation. The 2006 amendments to the previous model removed all references to
seniors amongh other improvements. Variations of the 2020 model have been adopted in some
jurisdictions. Section 989J of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010
(“Dodd-Frank Aet?) specifically refers to this model regulation as the “Suitability in Annuity
Transactions Model” Regulation.” Section 989J) of the Dodd-Frank Act confirmed this exemption of
certain annuities from the Securities Act of 1933 and confirmed state regulatory authority. This model
also specifically identifies annuities which are exempt. This regulation is a successor regulation that
exceeds the requirements of the 2010 model regulation. Examiners should reference their own
jurisdiction’s versions and adjust review standards accordingly.

The 2020 version of Model #275 requires producers to act in the best interest of consumers when making
a sale or recommendation of an annuity and requires insurers to maintain a system of supervision, and the
model lays out specific steps that are required to meet that best interest standard. Provisions of the model
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set forth duties for insurers and producers and indicate insurers are responsible for compliance with the
regulation. The model also indicates the commissioner may order corrective action be taken by the
insurer, producer, general agency, contracting agency or independent agency. Because of the different
types of requirements, review standards are designed separately for examination of insurers and
producers.
Licensees are required to maintain, or be able to make available to the commissioner, records of the
information required in Model #275 that are collected from the consumer, disclosures made to the
consumer, including summaries of oral disclosures and other information used in making the
recommendations that were the basis for insurance transactions for state-specific numbers of years after
the insurance transaction is completed by the insurer. An insurer is permitted, but shall not be required, to
maintain documentation on behalf of a producer. Records required«to be maintained by this requlation
may be maintained in paper, photographic, micro-process, magnetic, mechanical, or electronic media or
by any process that accurately reproduces the actual document.

Market regulators should also be aware that sales of products; such as fixed-index annuities (formerly
referred to as equity-indexed annuities) and index life insurance products (such as universal index life
insurance) continue to increase. These products typically include features that require an understanding of
bonuses, guaranteed elements and an array of interest-crediting methods. In some cases, existing NAIC
model laws and regulations may not give specific guidance on all.aspects of all products. In such
instances, examiners may rely on general principles found in Model #880, the Life Insurance Disclosure
Model Regulation (#580) and the Annuity Disclosure Model Regulation (#245).

Model #582 sets out a variety of requirements to_prevent insurers from using misleading illustrations in
the sale of life insurance. AG 49, originally adopted by the NAIC in 2015, expands upon and supersedes
some of the illustration requirements of Model #582. It provides guidance and limitations for indexed
universal life (IUL) illustrations. In simple terms, Section 4 and~Section 5 of AG 49 set maximum
crediting rates for illustrations. Section 6 addresses illustrations of policy loans, and Section 7 requires
illustrations beyond those required in Model #582. The implementation of AG 49 was phased as follows:

e Section 4 and Section 5 shall be effective for all new business and in force life insurance
illustrations on policies sold on or after Sept. 1, 2015;

e Effective March 1, 2017, Section 4 and Section 5 shall be effective for all in force life insurance
illustrations on policies within the scope of this actuarial guideline, regardless of the date the
policy was sold; and

e Section 6 and. Section 7 shall be effective for all new business and in force life insurance
illustrations on policies sold on or-after March 1, 2016.

Testing the compliance of illustrations with Model #582 and AG 49 will be complex, and the examiner
will likely seek assistance from an actuary familiar with and capable of testing compliance with Model
#582 and AG 49. In such cases, the examiner should work with the actuary to determine the appropriate
information to request from the insurer necessary to enable the actuary and examiner in testing the
compliance of the illustrations.

Evaluation of compliance with annuity suitability may best be accomplished through a process and
procedure review coupled with sampling. The process and procedure portion of the review is a good
example of a function where states may wish to coordinate their reviews and share responsibilities. A
continuum approach, such as use of a desk audit, may also be appropriate. Sampling enables examiners to
evaluate whether the established processes have been clearly communicated and implemented rather than
to function as a means to “second-guess” each individual suitability determination. Company programs
for reviewing suitability may vary widely and should not be considered a “once-size-fits-all” approach.
Annuity products can be designed or tailored to serve a wide variety of clientele and customer objectives.
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Some insurers may outsource the administration of their suitability review, while maintaining ultimate

responsibility for the outcomes. It may be instructive for examiners to become familiar with the structure

and practices of commonly used services that perform suitability reviews. Examiners may also want to

become familiar with vendor-owned services commonly used by insurers to document their suitability
reviews.

The NAIC Stranger-Originated Annuity Transactions Sample Bulletin was adopted by the NAIC in
October 2011. The bulletin was developed to address stranger-originated annuity transactions (STOA).
Similar to stranger-originated life insurance transactions (STOLI), STOA transactions provide annuity
contracts for the benefit of investors.

In STOAEs, insurance producers and/or investors offer an individual, who.is usually a “stranger” to the
producer and/or investor, a nominal fee for the use of the individual’s identity as the annuitant in an
investment-oriented annuity.

Typically, individuals targeted to serve as annuitants are in extremely poor health and are not expected to
live beyond the first year of the policy. In order to find individuals who meet the aforementioned criteria,
producers and/or investors have been known to take out advertisements in papers as well as solicit
individuals residing in nursing homes or hospice facilities.

Once an individual has agreed to the_set of conditions posed, the producer will complete the annuity
application, ensuring that particular riders; such as a bonus rider or a guaranteed minimum death benefit,
are in place to maximize the rate of return for those financing the transaction. Depending on the number
of companies the producer represents and the commission policies in effect, the producer may seek to use
multiple policies from various companies.

To avoid added scrutiny-of the policy or detection of the scheme, producers and/or investors involved in
STOAs will often take precautions to ensure that the dollar amount of the annuity falls below specific
underwriting guidelines, while other annuities above these dollar amounts are subject to more stringent
underwriting. After the annuity 'is issued, then the investor will significantly increase their investment in
the annuity. A trust or an organization may additionally be named as beneficiary of the annuity in order to
hide the true identity of those who will benefit from the annuitant’s death.

As the financial implications of STOA transactions could be detrimental to both companies and
consumers, the adopted bulletin recommends that insurance companies take certain actions to mitigate
their._exposure to STOA transactions, which are outlined in the NAIC Stranger-Originated Annuity
Transactions Sample Bulletin.

It is appropriate for the examiner to remind annuity insurers of this bulletin and to ask if the insurer has
considered this bulletin when implementing compliance and/or enterprise risk management procedures.

3. Tests and Standards
The marketing and sales review includes, but is not limited to, the following standards addressing various

aspects of the marketing and sales function. The sequence of the standards listed here does not indicate
priority of the standard.
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STANDARDS
MARKETING AND SALES

Standard 1
All advertising and sales materials are in compliance with applicable statutes, rules and regulations.

Apply to: All life and annuity products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

All company advertising and sales materials, including radio and audiovisual items, such as television
commercials, telemarketing scripts and pictorial materials

Policy forms, including any required buyers’ guides as they coincide with advertising and sales materials
Producers’ own advertising and sales materials
All documents related to the development of crediting rates used in.illustrations

Others Reviewed

NAIC Model References

Advertisements of Life Insurance and Annuities Model Regulation (#570), Section 3B

Risk-Based Capital (RBC) for Insurers Model Act (#312), Section 8B

Modified Guaranteed Annuity Model Regulation (#255), Section 4B

Life Insurance Disclosure Model Regulation (#580), Section 8C

Unfair Trade Practices Act (#880)

Annuity Disclosure Model Regulation (#245), Section 6 plus appendix

Long-Term Care Insurance Model Act (#640)

Life Insurance Illustrations Model Regulation (#582) and Actuarial Guideline XLIX—The Application of the Life
Illustrations Model Regulation to Policies with Index Based Interest (AG 49)

Su!tab!l!ty in Annuity Tl_'ansactions Model Regglgtion (#275)

Military Sales Practices Model Regulation (#568)

Review Procedures and Criteria

Evaluate the company’s system for controlling advertisements. Every insurer should have and maintain a system
of control over the content, form and method of dissemination of all advertisements of its policies. All

advertisements—regardless of by whom written, created, designed or presented—are the responsibility of the
insurer.
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Ensure the company maintains, at its home or principal office, a complete file containing a specimen copy of
every printed, published or prepared advertisement of its individual policies and specimen copies of typical
printed, published or prepared advertisements of its blanket, franchise and group policies. There should be a
notation indicating the manner and extent of distribution and the form number of every policy advertised. All
advertisements should be maintained in the file for a period of either 4 years or until the filing of the next regular
report on examination of the company, whichever is the longer period of time.

Review advertising materials in conjunction with the appropriate policy form.

Materials should not:

Misrepresent policy benefits, advantages or conditions by failing to disclose limitations, exclusions or
reductions, or use terms or expressions that are misleading or ambiguous;

Make unfair or incomplete comparisons with other policies;

Make false, deceptive or misleading statements or representations with respect to.any person, company or
organization in the conduct of insurance business;

Offer unlawful rebates;

Use terminology that would lead a prospective buyer to believe that he/she is purchasing an.investment or
savings plan. Problematic terminology may include such terms as: investment, investment plan, founder’s
plan, charter plan, deposit, expansion plan, profit, profits, profit.sharing, interest plan, savings or savings
plan;

Omit material information or use words, phrases, statements, references or illustrations, if such omission
or such use has the capacity, tendency or effect of misleading or deceiving purchasers or prospective
purchasers as to the nature or extent of any policy benefit payable, loss-covered, premium payable, or
state or federal tax consequences;

Use terms such as “non-medical” or “no medical examination required” if the issue is not guaranteed,
unless the terms are accompanied by a further disclosure of equal prominence and juxtaposition that
issuance of the policy.may depend on the answers to the health questions set forth in the application;

State that a purchaser of a policy will share in or receive a stated percentage or portion of the earnings on
the general account assets of the company;

State or imply that the policy or combination of policies is an introductory, initial or special offer, or that
applicants will receive substantial advantages not available at a later date, or that the offer is available
only to a-specified group of individuals, unless that is the fact. Enroliment periods may not be described
as terms such as “special” or “limited” when the insurer uses successive enrollment periods as its usual
method of marketing its policies;

State or imply that only a specific humber of policies will be sold, or that a time is fixed for the
discontinuance of the sale of the particular policy advertised, because of special advantages available in
the policy;

Offer a policy that utilizes a reduced initial premium rate in a manner that overemphasizes the availability
and the amount of the reduced initial premium. When an insurer charges an initial premium that differs in
amount from the amount of the renewal premium payable on the same mode, all references to the reduced
initial premium should be followed by an asterisk or other appropriate symbol which refers the reader to
that specific portion of the advertisement which contains the full rate schedule for the policy being
advertised,;

Imply licensing beyond limits, if an advertisement is intended to be seen or heard beyond the limits of the
jurisdiction in which the insurer is licensed,;

Exaggerate the fact, suggest or imply that competing insurers or insurance producers may not be licensed,
if the advertisement states that an insurer or insurance producer is licensed in the state where the
advertisement appears;

Create the impression that the insurer, its financial condition or status, the payment of its claims or the
merits, desirability or advisability of its policy forms or kinds of plans of insurance are recommended or
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endorsed by any governmental entity. However, where a governmental entity has recommended or
endorsed a policy form or plan, that fact may be stated, if the entity authorizes its recommendation or
endorsement to be used in an advertisement;
e State or imply that prospective insureds are or become members of a special class, group or quasi-group
and enjoy special rates, dividends or underwriting privileges, unless that is a fact;
e Contain an assertion, representation or statement with regard to the risk-based capital levels of any insurer
or of any component derived in the calculation;
e Use the existence of the insurance guaranty association for the purpose of sales, solicitation or
inducement to purchase any form of insurance covered by the association;
Misrepresent the dividends or share of the surplus to be received on any policy;
Make a false or misleading statement as to the dividends or share of surplus previously paid on a policy;
Misrepresent any policy as being shares of stock; and
Ilustrations of benefits payable under any modified guaranteed life insurance?® shall not include
projections of past investment experience. Hypothetical assumed interest credits may only be used if it is
made clear that such are hypothetical only.

e o o o

Materials should:

e Clearly disclose name and address of insurer;

e |f using a trade name, disclose the name of the insurer, an.insurance group designation, name of the
parent company of the insurer, name of a particular division of the insurer, service mark, slogan, symbol
or other device or reference, if the advertisesment would have the capacity or tendency to mislead or
deceive as to the true identity of the insurer, or create the impression that a company other than the insurer
would have any responsibility for the financial obligation under a policy;

Prominently describe the type of policy being advertised;

Indicate that the product being marketed is insurance;

Comply with applicable statutes, rules and regulations;

Cite the source of statistics used;

Identify the policy form that is being advertised, where appropriate;

Clearly define the scope and extent of a recommendation by any commercial rating system;

Only include testimonials, appraisals or analysis if they are genuine, represent the current opinion of the

author, are applicable to a policy advertised.-and accurately reproduced to avoid misleading or deceiving

prospective insureds. Any financial interest by the person making the testimonial in the insurer or related

entity must be prominently disclosed;

e Only state or imply endorsement by a group of individuals, society, association, etc., if it is a fact, and any
proprietary relationship or payment for the testimonial must be disclosed; and

e The sales material for any modified guaranteed life insurance must clearly illustrate there can be both
upward and downward adjustments to nonforfeiture benefits, due to the application of the market value
adjustment formula.

e o o o o o o

Determine if the company approves producer sales materials and advertising. Determine if advertisements or lead-
generating calls falsely project the image that they were sent by a government agency.

Determine if the advertising and solicitation materials mislead consumers relative to the producer’s capacity as a
life insurance agent. Improper terms may include financial planner, investment advisor, financial consultant or

2 “Modified Guaranteed Life Insurance Policy” means an individual policy of life insurance, the underlying assets of which
are held in a separate account, and the values of which are guaranteed if held for specified periods. It contains nonforfeiture
values that are based upon a market value adjustment formula if held for shorter periods. The formula may, or may not,
reflect the value of assets held in the separate account. The assets underlying the policy must be in a separate account during
the period or periods when the policyholder can surrender the policy.
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financial counseling, if they imply the producer is primarily engaged in an advisory business in which
compensation is unrelated to sales, if such is not the case.

Determine if the company has procedures in place to monitor the use of senior-specific certifications or
professional designations used by producers that solicit for the company.

Determine if the company allows its life and annuity products to be marketed to the military. If so, review the
company procedures to ensure that the procedures are in compliance with all applicable laws and regulations
regarding sales to military personnel.

Determine if analogies between a life insurance policy’s cash values and savings accounts or other investments
and between premium payments and contributions to savings accounts or other investments are complete and
accurate.

Determine if the advertisement states or implies in any way that interest.charged on a policy loan or the reduction
of death benefits by the amount of outstanding policy loans is unfair, inequitable or in any manner an incorrect or
an improper practice.

If nonforfeiture values are shown in any advertisement, ensure the values are shown, either for.the entire amount
of the basic life policy death benefit, or for each $1,000 of initial death benefit.

Review the use of the words/phrases “free,” “no cost,” “without cost,” “no additional cost,” “at no extra cost” or
words/phrases of similar import. Such words/phrases should not be used with. respect to any benefit or service
being made available with a policy, unless true. If there is no charge to the insured, then the identity of the payor
must be prominently disclosed. An advertisesment may specify the charge for.a benefit or a service or may state
that a charge is included in the premium or use other appropriate language:

Ensure the advertisement does not contain a statement or representation that premiums paid for a life insurance
policy can be withdrawn under the terms of the policy. Reference may be made to amounts paid into an advance
premium fund, which are intended to pay premiums at a future time, to the effect that they may be withdrawn
under the conditions of the prepayment agreement. Reference may also be made to withdrawal rights under any
unconditional premium refund offer.

If an advertisement represents.a pure endowment benefit as a “profit” or “return” on the premium paid, rather than
as a policy benefit for which a specified premium is paid, it is deemed deceptive and misleading and is prohibited.

Determine that.company procedures and materials relative to long-term care (LTC) products comply with “right
to free look™ requirements.

Review the company and producer’s websites with the following questions in mind:

o Does the website disclose who is selling/advertising/servicing for the website?

o Does the website disclose what is being sold or advertised?

e If required by statutes, rules or regulations, does the website reveal the physical location of the
company/entity?

o Does the website reveal the jurisdictions where the advertised product is (or is not) approved, or use some
other mechanism (including, but not limited to, identifying persons by geographic location) to accomplish
an appropriate result?
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For the review of Internet advertisements:
¢ Run an inquiry with the company’s name;
e Review the company’s home page;
o |dentify all lines of business referenced on the company’s home page;
e Research the ability to request more information about a particular product and verify the information
provided is accurate; and
e Review the company’s procedures related to producers’ advertising on the Internet and ensure the
company requires prior approval of the producer pages, if the company name is used.

A summary of special requirements is available for the following:
Products sold using enrollment periods;

Direct response products;

Graded or modified benefit policies;

Policies with premium changes;

Policies with non-guaranteed elements;

Products sold to students;

Individual deferred annuity products or deposit funds; and
Combination life insurance and annuity products.

e o o o o o o o

Review advertising carefully for use of the term “guarantee.” Verify that the scope and duration of any guarantee
is accurately described. Determine that the regulated entity has accurately. portrayed non-guaranteed elements.
Verify that complete information is provided regarding the scope and duration of guarantees.

Review advertising carefully for use of the term “bonus.” Review. the functioning of any such bonus payments
and verify that the information provided is accurate in describing the-amount and the conditions for payment,
retention or recoupment of the bonus.

Review advertising carefully for explanations of surrender periods and charges. Review the functioning of any
such surrender charge and, in particular, how the charge is calculated in death claims. Verify that the information
provided regarding the amount of the charge and the conditions for assessment are accurate.

Index products
For advertising for interest-sensitive products, review explanations of the crediting methods and terms. Review

the functioning of the crediting. methods to _determine that the explanations are understandable and accurate.
Verify that accurate information is provided regarding the options available to the consumer and the methods by
which the consumer is to exercise the options.

In addition to reviewing the advertising of indexed pr