IDAPA 18 — IDAHO DEPARTMENT OF INSURANCE
Consumer Services

18.03.04 — Replacement of Life Insurance and Annuities

Who does this rule apply to?
This rule applies to insurers, agents, brokers, and purchasers of life insurance and annuities.

What is the purpose of this rule?
The purpose of this rule regulates activities with replacement of life insurance and annuities, and

protects the interests of purchasers by establishing minimum standards.

What is the legal authority for the agency to promulgate this rule?
This rule implements the following statutes passed by the Idaho Legislature:

Insurance -
Trade Practices and Frauds:
* 41-1305, Idaho Code — “Twisting” Prohibited

* 41-1327, Idaho Code — Violations — Penalty

Who do I contact for more information on this rule?

Department of Insurance
700 W. State Street, 3" Floor
Boise, ID 83720-0043

P.O. Box 83720

Boise, ID 83720-0043

Phone: 1(800) 721-3272 or (208) 334-4250
Fax: (208) 334-4398

Email: rulesreview(@doi.idaho.gov

Web: https://doi.idaho.gov/

IAC Archive 2020 C1

Zero-Based Regulation Review — 2024 for Rulemaking and 2025 Legislative Review


https://legislature.idaho.gov/statutesrules/idstat/Title41/T41CH13/SECT41-1305/
https://legislature.idaho.gov/statutesrules/idstat/Title41/T41CH13/SECT41-1327/
mailto:rulesreview@doi.idaho.gov
https://doi.idaho.gov/

Table of Contents

18.03.04 — Replacement of Life Insurance and Annuities

000 T =To F= | U 1 T 1 75PN 3
001. Title AN SCOPE. .coiieeiiiieee e 3
002. -- 009. (RESEIVEA) ..ccceiiieeiieeeeee 3
010. DefiNitioNS. oo 3
011, EXEMPLONS. oo - 3
012. Duties Of Agents And BroKers. ... 4
013. Duties Of All INSUFEIS.  ....oooiieeeeeeee e eee s 4
014. Duties Of Insurers That Use Agents Or Brokers. ..........oooooiiiiiiiiiiiiciicccciiinnns 4
015. Duties Of Insurers With Respect To Direct Response Sales. ...........ccceeeeennnnn. 5
016. Penalties. oo e 5
017. -- 999. (RESEIVEA) ...eeeiiiieiiiiieee ettt e e e e ee s 5

Page 2 IAC Archive 2020 C1



18.03.04 — REPLACEMENT OF LIFE INSURANCE AND ANNUITIES

000. LEGAL AUTHORITY.
Title 41, Chapter 13, Sections 1305 and 1327, Idaho Code. (7-1-93)

001. TITLE AND SCOPE.
This rule regulates the activities of insurers, agents and brokers with respect to the replacement of existing life
insurance and annuities, and establishes minimum standards of conduct. (3-20-20)

002. -- 009. (RESERVED)
010.  DEFINITIONS.

01. Conservation. Any attempt by the existing insurer or its agent or broker to dissuade a policy owner
from the replacement of existing life insurance or annuity. Conservation does not include such routine administrative

procedures such as late payment reminders, late payment offers or reinstatement offers. (3-20-20)

02. Direct-Response Sales. Any sale of life insurance or annuity where the insurer does not utilize an
agent in the sale or delivery of the policy. (3-20-20)

03. Existing Insurer. The insurance company whose policy is or will be changed or terminated in such
a manner as described in the definition of “replacement.” (3-20-20)

04. Existing Life Insurance or Annuity. Any life insurance or annuity in force, including life
insurance under a binding or conditional receipt or a life insurance policy or annuity that is in an unconditional refund
period. (3-20-20)

0s. Replacement. Any transaction by which new life insurance or a new annuity is to be purchased,
and it is known or should be known to the proposing agent or broker, or to the proposing insurer if there is no agent,
that existing life insurance or an annuity has been or is to be: (3-20-20)

a. Termination. Lapsed, forfeited, surrendered, or otherwise terminated. (3-20-20)

b. Conversion or Continuance. Converted to reduced paid-up insurance, continued as extended term
insurance, or reduced in value by the use of nonforfeiture benefits or other policy values. (3-20-20)

c. Amendment. Amended so as to effect either a reduction in benefits or in the term for which
coverage would remain in force or for which benefits would be paid. (3-20-20)

d. Reissuance. Reissued with any reduction in cash value. (3-20-20)
e. Loans. 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 loan
value set forth in the policy. (3-20-20)

06. Replacing Insurer. The insurance company that issues or proposes to issue a new policy or
contract which is a replacement of existing life insurance or annuity. (3-20-20)

011. EXEMPTIONS.

Unless specifically included, this rule does not apply to transactions involving: (3-20-20)
01. Credit Life Insurance. (7-1-93)
02. Group Life Insurance or Group Annuities. (7-1-93)
03. Existing Insurer. An application to the insurer that issued the existing life insurance and a
contractual change or conversion privilege being exercised; (7-1-93)
04. Binding or Conditional Receipt Issued by Same Company. Proposed life insurance that is to
replace life insurance under a binding or conditional receipt issued by the same company. (7-1-93)
0s. Common Ownership or Control. Transactions where the replacing insurer and the existing

insurer are the same, or are subsidiaries or affiliates under common ownership or control. Provided, however, agents
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IDAHO ADMINISTRATIVE CODE IDAPA 18.03.04
Department of Insurance Replacement of Life Insurance & Annuities

or brokers proposing replacement will comply with the requirements of Subsection 012.01. (7-1-93)
012. DUTIES OF AGENTS AND BROKERS.

01. Statement Submitted to Insurer. Each agent or broker who initiates the application submits to the
insurer to which an application for life insurance or annuity is presented, with or as part of each application: (7-1-93)

a. A statement signed by the applicant as to whether replacement of existing life insurance or annuity
is involved in the transaction; and (7-1-93)
b. A signed statement as to whether the agent or broker knows replacement is or may be involved in
the transaction. (7-1-93)
02. Notice to Applicant. Where a replacement is involved, the agent or broker will: (7-1-93)
a Present to the applicant, not later than at the time of taking the application, a “Notice Regarding

Replacemént” in the form as described on the DOI website, or other substantially similar form approved by the
Director. The notice is signed by both the applicant and the agent or broker and left with the applicant. (3-20-20)

b. Obtain with or as part of each application a list of all existing life insurance and/or annuities
replaced and properly identified by name of insurer, the insured and contract number. If a contract number has not
been assigned by the existing insurer, alternative identification, such as an application or receipt number, is listed.

(3-20-20)
c. Leave with the applicant the original or a copy of written or printed communications used for
presentation to the applicant. (7-1-93)
d. Submit to the replacing insurer with the application a copy of the replacement notice provided
pursuant to Subsection 012.02.a. (7-1-93)
03. Conservation. Each agent or broker who uses written or printed communications in a conservation
will leave with the applicant the original or a copy of such materials used. (7-1-93)
013. DUTIES OF ALL INSURERS.
Each insurer will: (7-1-93)
01. Notice to Representatives of Rule. Informs its field representatives or other personnel responsible
for compliance with this rule of the requirements of this rule. (7-1-93)
02. Application. Requires with or as a part of each completed application for life insurance or annuity
a statement signed by the applicant as to whether such proposed insurance or annuity will replace existing life
insurance or annuity. (7-1-93)
014. DUTIES OF INSURERS THAT USE AGENTS OR BROKERS.
Each insurer that uses an agent or broker in a life insurance or annuity sale: (7-1-93)
01. Statement by Agent or Broker. With or as part of each completed application for life insurance or
annuity, obtains a statement signed by the agent or broker as to whether he or she knows if replacement is involved in
the transaction. (3-20-20)
02. Replacement Notice and List of Existing Insurance. Where a replacement is involved: (7-1-93)
a. With the application for life insurance or annuity, obtains a list of all of the applicant’s existing life

insurance or annuities replaced and a copy of the replacement notice provided the applicant pursuant to Section 012.
Such existing life insurance or annuity is identified by name of insurer, insured and contract number. If a number has
not been assigned by the existing insurer, alternative identification, such as an application or receipt number, is listed.

(3-20-20)
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b. Send to each existing insurer a written communication advising of the replacement or proposed
replacement and the identification information obtained pursuant to Subsection 014.02.a. and a policy summary or
ledger statement containing policy data on the proposed life insurance or annuity as prescribed by the model life
insurance solicitation rule and/or the model annuity and deposit fund disclosure rule. Life insurance cost index and
equivalent level annual dividend figures need not be included in the policy summary or ledger statement. This written
communication is made in five (5) working days of the date the application is received in the replacing insurer’s
home or regional office, or the date the proposed policy or contract is issued, whichever is sooner. (3-20-20)

c. Each existing insurer, agent, or broker that undertakes a conservation furnishes the policy owner
with a policy summary for the existing life insurance or a ledger statement containing policy data on the existing
policy and/or annuity within twenty (20) days from the date the written communication and the materials described in
Subsections 014.02.a. and 014.02.b. are received. Such policy summary or ledger statement is completed in
accordance with information relating to premiums, cash values, death benefits and dividends, if any, and is computed
from the current policy year of the existing life insurance. The policy summary includes the amount of any
outstanding indebtedness, the sum of any dividend accumulations or additions, and may include any other
information that is not in violation of any rule or statute. Life insurance cost index and equivalent level annual
dividend figures need not be included in the policy summary. When annuities are involved, the disclosure information
is requisite in a contract summary under the annuity and deposit fund disclosure rule. The replacing insurer may
request the existing insurer to furnish it with a copy of the summaries. (3-20-20)

03. Maintenance of Records. The replacing insurer maintains evidence of the “Notice Regarding
Replacement,” the policy summary, the contract summary and any ledger statements used, and a replacement register,
cross indexed, by replacing agent and existing insurer to be replaced. The existing insurer maintains evidence of
policy summaries, contract summaries or ledger statements used in any conservation. Evidence that all requirements
were met are maintained for at least three (3) years or until the conclusion of the next succeeding regular examination
by the insurance department of its state of domicile, whichever is later. (3-20-20)

04. Refund. The replacing insurer provides in its policy or in a separate written notice which is
delivered with the policy that the applicant has a right to an unconditional refund of all premiums paid, which right
may be exercised in a period of twenty (20) days commencing from the date of delivery of the policy. (3-20-20)

015. DUTIES OF INSURERS WITH RESPECT TO DIRECT RESPONSE SALES.
01. Insurer Did Not Propose Replacement. If in the solicitation of a direct response sale, the insurer

did not propose the replacement, and a replacement is involved, the insurer will propose to send to the applicant with
the policy a Replacement Notice as described on the DOI website or other substantially similar form approved by the

Director. (3-20-20)
02. Insurer Proposed Replacement. If the insurer proposed the replacement it will: (7-1-93)
a. Provide to applicants or prospective applicants with or as part of the application a replacement

notice as described on the DOI website or other substantially similar form approved by the Director. (3-20-20)
b. Request from the applicant with or as part of the application, a list of all existing life insurance or
annuities replaced and properly identified by name of insurer and insured. (7-1-93)
c. Comply with the requirements of Subsection 014.02.b., if the applicant furnishes the names of the

existing insurers, and the requirements of Subsection 014.03, except that it need not maintain a replacement register.
(7-1-93)

016. PENALTIES.

Failure by an insurer, agent, representative, officer, or employee of such insurer to comply with the requirements of
this rule is subject to such penalties as may be appropriate under the Idaho Code, including Section 41-1327, Idaho
Code. (7-1-93)

017. -- 999. (RESERVED)
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