Arizona Administrative Register / Secretary of State

Notices of Exempt Rulemaking

NOTICES OF EXEMPT RULEMAKING

The Administrative Procedure Act requires the Register publication of the rules adopted by the state’s agencies under an exemption
from all or part of the Administrative Procedure Act. Some of these rules are exempted by A.R.S. §§ 41-1005 or 41-1057; other rules
are exempted by other statutes; rules of the Corporation Commission are exempt from Attorney General review pursuant to a court
decision as determined by the Corporation Commission.
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NOTICE OF EXEMPT RULEMAKING
TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

PREAMBLE
Sections Affected Rulemaking Action
R20-6-215 Amend
R20-6-215.01 New Section

The statutory authority for the rulemaking. including both the authorizing statute (general) and the statutes the

rules are implementing (specific):
Authorizing statutes: A.R.S. §§ 20-143, 20-1241.09, and 20-1242.05

Implementing statutes: A.R.S. §§ 20-1241 through 20-1241.08 and 20-1242 through 20-1242.04

The effective date of the rules:
January 1, 2004

A list of all previous notices appearing in the Register addressing the exempt rules:

None
The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Margaret L. McClelland
Address: Arizona Department of Insurance
2910 N. 44th Street
Phoenix, AZ 85018
Telephone: (602) 912-8456
Fax: (602) 912-8452

An explanation of the rules, including the agency’s reasons for initiating the rules. including the statutory citation
to the exemption from regular rulemaking procedures:
These rules implement the provisions of A.R.S. §§ 20-1241.09 and 20-1242.05, which provide for the Department to
adopt rules that establish the form and content of any consumer notices, disclosure forms, buyer’s guides, and other
forms required by Title 20, Chapter 6, Articles 1.1 and 1.2. The statutes require that the rules for such notices, forms,
and guides substantially conform to those adopted in model regulations adopted by the National Association of Insur-
ance Commissioners (NAIC).

To meet the requirements of A.R.S. §§ 20-1241.09 and 20-1242.05, the Department amends R20-6-215 and repeals
the related exhibits to avoid inconsistency with the new rules, and makes new R20-6-215.01 that incorporates by ref-
erence the NAIC model regulations forms regarding Appendix — Buyer’s Guide To Fixed Deferred Annuities, Appen-
dix I — Equity-Indexed Annuities, Appendix A — Replacement of Life Insurance or Annuities, Appendix B —
Replacing Your Life Insurance Policy or Annuity, Appendix C — Replacement of Life Insurance or Annuities.

A.R.S. §§ 20-1241.09(B) and 20-1242.05(B) exempt this rulemaking from the requirements of Title 41, Chapter 6,
Articles 3 and 5.

A reference to any study relevant to the rules that the agency reviewed and either relied on in its evaluation of or

justification for the rules or did not rely on in its evaluation of or justification for the rules, where the public may
obtain or review each study. all data underlving each study. and any analysis of each study and other supporting

material:
Not applicable

December 26, 2003 Page 5595 Volume 9, Issue 52



Arizona Administrative Register / Secretary of State
Notices of Exempt Rulemaking

[°

A showing of good cause why the rules are necessary to promote a statewide interest if the rules will diminish a pre-

vious grant of authority of a political subdivision of this state:
Not applicable

9. The summary of the economic, small business. and consumer impact:
Not applicable
10. A description of the changes between the proposed rules. including supplemental notices. and final rules (if appli-

cable):
Not applicable

11. A summary of the comments made regarding the rules and the agency response to them:
Not applicable

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:

Not applicable

13. Incorporations by reference and their location in the rules:
See item #6—R20-6-215

14. Were these rules previously made as emergency rules?
No

15. The full text of the rules follows:

TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE
ARTICLE 2. TRANSACTION OF INSURANCE

Section

R20-6-215.  Replacement-efLife Insuranee Forms for Replacement of Life Insurance Policies and Annuities
R20-6-215.01. Forms for Buyer’s Guide for Annuities

ARTICLE 2. TRANSACTION OF INSURANCE

R20-6-215.  Replaeement-of Life Insuranee Forms for Replacement of Life Insurance Policies and Annuities
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The Department adopts, incorporates, and approves as its own the following forms of the National Association of Insurance
Commissioners Model Regulations (and no future editions or amendments), which are incorporated by reference, on file with
the Office of Secretary of State, and copies available from the Department of Insurance, 2910 North 44th Street, Phoenix, Ari-

zona 85018 and the National Association of Insurance Commissioners, Publications Department, 2301 McGee St., Suite 800,
Kansas City, MO 64108:

1. For the purpose of meeting the requirements of A.R.S. § 20-1241.03(C): Life Insurance and Annuities Replacement

Model Regulation, Appendix A — Important Notice: Replacement of Life Insurance or Annuities, Volume III, pp.

613-11 through 613-12, July 2000.

2. For the purpose of meeting the requirements of A.R.S. § 20-1241.07(A): Life Insurance and Annuities Replacement
Model Regulation, Appendix B — Notice Regarding Replacement: Replacing Your Life Insurance Policy or Annuity?,
Volume III, pp. 613-13, July 2000.

3. For the purpose of meeting the requirements of A.R.S. § 20-1241.07(B)(2): Life Insurance and Annuities Replace-

ment Model Regulation, Appendix C — Important Notice: Replacement of Life Insurance or Annuities, Volume III,

pp. 613-14 through 613-15, 1998.
R20-6-215.01. Forms for Buyer’s Guide for Annuities

The Department adopts, incorporates, and approves as its own the following forms of the National Association of Insurance
Commissioners Model Regulations (and no future editions or amendments), which are incorporated by reference, on file with
the Office of Secretary of State, and copies available from the Department of Insurance, 2910 North 44th Street, Phoenix, Ari-

zona 85018 and the National Association of Insurance Commissioners, Publications Department, 2301 McGee St., Suite 800,
Kansas City, MO 64108:

For the purpose of meeting the requirements of A.R.S. § 20-1242.02 regarding a Buyer’s Guide: Annuity Disclosure
Model Regulation, Appendix — Buyer’s Guide to Fixed Deferred Annuities, Volume II, pp. 245-6 through 245-13, 1999,
with attached Appendix I — Equity-Indexed Annuities, Volume II, pp. 245-14 through 245-20, 1999.
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	NOTICES OF EXEMPT RULEMAKING
	TITLE 20. COMMERCE, BANKING, AND INSURANCE
	CHAPTER 6. DEPARTMENT OF INSURANCE
	PREAMBLE
	1. Sections Affected Rulemaking Action
	R20-6-215 Amend R20-6-215.01 New Section

	2. The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are implementing (specific):
	Authorizing statutes: A.R.S. §§ 20-143, 20-1241.09, and 20-1242.05
	Implementing statutes: A.R.S. §§ 20-1241 through 20-1241.08 and 20-1242 through 20-1242.04

	3. The effective date of the rules:
	January 1, 2004

	4. A list of all previous notices appearing in the Register addressing the exempt rules:
	None

	5. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
	Name: Margaret L. McClelland
	Address: Arizona Department of Insurance 2910 N. 44th Street Phoenix, AZ 85018
	Telephone: (602) 912-8456
	Fax: (602) 912-8452

	6. An explanation of the rules, including the agency’s reasons for initiating the rules, including the statutory citation to the exemption from regular rulemaking procedures:
	These rules implement the provisions of A.R.S. §§ 20-1241.09 and 20-1242.05, which provide for the Department to adopt rules tha...
	To meet the requirements of A.R.S. §§ 20-1241.09 and 20-1242.05, the Department amends R20-6-215 and repeals the related exhibit...
	A.R.S. §§ 20-1241.09(B) and 20-1242.05(B) exempt this rulemaking from the requirements of Title 41, Chapter 6, Articles 3 and 5.

	7. A reference to any study relevant to the rules that the agency reviewed and either relied on in its evaluation of or justific...
	Not applicable

	8. A showing of good cause why the rules are necessary to promote a statewide interest if the rules will diminish a previous grant of authority of a political subdivision of this state:
	9. The summary of the economic, small business, and consumer impact:
	Not applicable

	10. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
	Not applicable

	11. A summary of the comments made regarding the rules and the agency response to them:
	Not applicable

	12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
	Not applicable

	13. Incorporations by reference and their location in the rules:
	See item #6-R20-6-215

	14. Were these rules previously made as emergency rules?
	No

	15. The full text of the rules follows:

	TITLE 20. COMMERCE, BANKING, AND INSURANCE
	CHAPTER 6. DEPARTMENT OF INSURANCE
	ARTICLE 2. TRANSACTION OF INSURANCE
	Section
	R20-6-215. Replacement of Life Insurance Forms for Replacement of Life Insurance Policies and Annuities
	R20-6-215.01. Forms for Buyer’s Guide for Annuities

	ARTICLE 2. TRANSACTION OF INSURANCE
	R20-6-215. Replacement of Life Insurance Forms for Replacement of Life Insurance Policies and Annuities
	A. Authority. This rule is promulgated by the Director of Insurance pursuant to A.R.S. §§ 20-142, 20-143, 20-441 through 20-460, 20-1110 and 20-1111.
	B. Purpose. The purpose of this rule is to establish minimum standards of conduct to be observed by insurers and agents in the replacement or proposed replacement of existing life insurance.
	This rule does not prohibit the use of additional material which is not in violation of this rule or any other state statute or rule.
	C. Scope
	1. Except as hereinafter exempted, this rule shall apply to any replacement of life insurance occurring within this state.
	2. This rule shall not apply to:
	a. Annuities.
	b. Individual credit life insurance.
	c. Group life insurance and group credit life insurance.
	d. Life insurance policies issued in connection with pension and welfare plans as defined by and which are subject to the Federa...
	e. Variable life insurance under which the death benefits and cash values vary in accordance with unit values of investments held in separate account.
	f. An application to the existing insurer to exercise a contractual change or conversion privilege.
	g. Existing life insurance that is non-convertible term life insurance policy which will expire in five years or less and cannot be renewed.
	h. Proposed life insurance that is to replace life insurance under a binding or conditional receipt issued by the same company.


	D. Definitions
	1. “Conservation” means any attempt by the existing insurer or its agent to continue existing life insurance in force when the e...
	2. “Direct-response sales” means any sale of life insurance where the insurer does not utilize an agent in the sale or delivery of the policy.
	3. “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.”
	4. “Existing life insurance” means any life insurance in force including life insurance under a binding or conditional receipt o...
	5. “Generic name” means a short title which is descriptive of the premium and benefit patterns of a policy or a rider.
	6. “Replacing insurer” means the insurance company that issues a new policy which is a replacement of existing life insurance.
	7. “Replacement” means any transaction in which new life insurance is to be purchased, and it is known or should be known to the...
	a. Lapsed, forfeited, surrendered, or otherwise terminated;
	b. Converted to reduced paid-up insurance, continued as extended term insurance, or otherwise reduced in value by the use of nonforfeiture benefits or other policy values;
	c. Amended so as to effect either a reduction in benefits or in the term for which coverage would otherwise remain in force or for which benefits would be paid;
	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 25% of the value set forth in the policy.

	8. “Sales proposal” means individualized, written sales aids of all kinds, excluding Policy Summaries and statements of policy d...

	E. Duties of agents
	1. Each agent shall submit to the replacing insurer with or as part of each application for life insurance:
	a. A statement signed by the applicant as to whether or not such insurance will replace existing life insurance; and
	b. A signed statement as to whether or not the agent knows replacement is or may be involved in the transaction.

	2. Where a replacement is involved, the agent shall:
	a. Present to the applicant, not later than at the time of taking the application, a “Notice Regarding Replacement of Life Insur...
	b. Leave with the applicant the original or a copy of all sales proposals used for presentation to the applicant.
	c. Submit to the replacing insurer with the application, a copy of the “Notice Regarding Replacement of Life Insurance” signed by the applicant, and a copy of all sales proposals used for presentation to the applicant.

	3. Each agent who uses a sales proposal when conserving existing life insurance shall:
	a. Leave with the applicant the original or a copy of all sales proposals used in the conservation effort; and
	b. Submit to the existing insurer a copy of all sales proposals used in the conservation effort.


	F. Duties of replacing insurers. Each replacing insurer shall:
	1. Inform its field representatives of the requirements of this regulation.
	2. Require with or as part of each completed application for life insurance:
	a. A statement signed by the applicant as to whether such insurance will replace existing life insurance; and
	b. A statement signed by the agent as to whether he or she knows replacement is or may be involved in the transaction.

	3. Where a replacement is involved:
	a. Require from the agent with the application for life insurance a copy of the “Notice Regarding Replacement of Life Insurance” signed by the applicant and a copy of all sales proposals used for presentation to the applicant.
	b. Unless otherwise modified by the provisions of (F)(3)(d) or (e) of this rule, furnish to the applicant a Policy Summary in accordance with the provisions of rule R20-6-211, Life Insurance Solicitation.
	c. Send to the existing insurer a Notice Regarding Replacement of Life Insurance as required by (F)(3)(a) within three working d...
	d. If it is not also the existing insurer, delay the issue of its policy for 20 days after it sends the existing insurer a copy ...
	e. If it is also the existing insurer, provide the policyowner a Policy Summary for the new policy prepared in accordance with (...
	f. Maintain copies of the “Notice Regarding Replacement of Life Insurance,” the Policy Summary, and all sales proposals used, an...


	G. Duties of insurers with respect to direct-response sales. Each insurer shall:
	1. Inform its responsible personnel of the requirements of this rule.
	2. Require with or as part of each completed application for life insurance a statement signed by the applicant as to whether such insurance will replace existing life insurance.
	3. Include a “Notice Regarding Replacement of Life Insurance” in a form substantially as described in Exhibit C at the time the ...
	4. Where a replacement is proposed by an insurer in the solicitation of a direct-response sale and a replacement is involved:
	a. Request from the applicant with or as part of the application a list of all existing life insurance to be replaced. Such existing life insurance shall be identified by name of insurer.
	b. If the applicant furnishes the names of the existing insurers, then the replacing direct-response insurer shall mail the appl...
	c. If the applicant does not furnish the names of the existing insurers, then the replacing direct-response insurer shall at the...


	H. Duties of the existing insurer
	1. Each existing insurer shall inform its responsible personnel of the requirements of this regulation.
	2. Each existing insurer, or such insurer’s agent, that undertakes a conservation effort shall:
	a. Within 20 days from the date the Notice Regarding Replacement of Life Insurance is received furnish the policyowner with a Po...
	The statement of policy data shall be provided for 20 consecutive years beginning with the previous policy anniversary. The stat...
	b. Furnish the replacing insurer with a copy of the Policy Summary or statement of policy data for the existing life insurance w...
	c. Maintain a file containing the following:
	i. Policy Summaries required by (F)(3)(d) received from replacing insurers; and
	ii. Copies of Policy Summaries or statements of policy data prepared pursuant to (2)(a) above, and all sales proposals used 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 later.



	I. Failure to comply
	1. Any insurer, agent, representative, officer or employee of such insurer failing to comply with the requirements of this rule shall be subject to such penalties as may be appropriate under A.R.S. §§ 20-220, 20-316 and 20-456.
	2. Policyowners have the right to replace existing life insurance after indicating in or as part of the applications for life in...

	J. Severability. If any provision of this rule shall be held invalid, the remainder of the rule shall not be affected thereby.
	K. Effective date. This rule shall become effective 90 days from the date of filing with the Secretary of State.
	EXHIBIT A: To be used where the existing and proposed policies are written by different companies.
	Applicant
	EXHIBIT B: To be used where the existing and proposed policies are written by the same company.
	Applicant
	EXHIBIT C
	The Department adopts, incorporates, and approves as its own the following forms of the National Association of Insurance Commis...
	1. For the purpose of meeting the requirements of A.R.S. § 20-1241.03(C): Life Insurance and Annuities Replacement Model Regulat...
	2. For the purpose of meeting the requirements of A.R.S. § 20-1241.07(A): Life Insurance and Annuities Replacement Model Regulat...
	3. For the purpose of meeting the requirements of A.R.S. § 20-1241.07(B)(2): Life Insurance and Annuities Replacement Model Regu...

	The Department adopts, incorporates, and approves as its own the following forms of the National Association of Insurance Commis...
	For the purpose of meeting the requirements of A.R.S. § 20-1242.02 regarding a Buyer’s Guide: Annuity Disclosure Model Regulatio...




