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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 
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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 s
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The NAIC Stranger-Originated Annuity Transactions Sample Bulletin was adopted by the NAIC in 

October 2011. The bulletin was developed to address stranger-originated 

originated 
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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 
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Attachment 1 

Chapter 23—Conducting the Life and Annuity Examination 08-22-22 

Revisions made since the previous draft (Ed. 4/19/22) are shown in yellow highlight 

© 2022 National Association of Insurance Commissioners                                                                                     Page 12 of 88 

Determine if the company allows its life and annuity products
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STANDARDS 

MARKETING AND SALES 

Standard 3 

The insurer’s rules pertaining to replacements are in compliance with applicable statutes, rules and 
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A summary of illustration requirements is available with special requirements for: 

• Basic illustrations; 

• Supplemental illustrations; 

• Interest-indexed universal life; 

• Universal life; and 

• Variable life. 
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K. Supplemental Checklist f

39
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The satisfaction of the training requirements of another state that are substantially similar to the provisions of this 

subsection shall be deemed to satisfy the training requirements.  

 

An insurer shall verify that a producer has completed the annuity training course required under this subsection 

before allowing the producer to sell an annuity product for that insurer. An insurer may satisfy its responsibility 

under this subsection by obtaining certificates of completion of the training course or obtaining reports provided 

by commissioner-sponsored database systems or vendors or from a reasonably reliable commercial database 

vendor that has a reporting arrangement with approved insurance education providers.  

 

Per Supplemental Checklist L of this chapter Rreview regulated entity’s records to confirm that it verifies 

producers complete a one-time 4 credit hour general annuity training course prior to soliciting the sale of an 

annuity product. 

 

Determine if the insurer product-specific training materials are appropriate and accurately reflect the specific 

annuity being recommended. Review regulated entity’s records to determine if, when and how product-specific 

training occurred prior to a producer recommending an annuity.  

 

Note: Testing is not a requirement of the Suitability in Annuity Transactions Model Regulation (#275). Assessing 

compliance with this standard may require the examiner to access compliance with many facets of Model #275. 

The insurance producer training requirement of the model regulation requires that producers not solicit the sale of 

an annuity product unless the producer has adequate product knowledge to recommend the ann
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STANDARDS 

MARKETING AND SALES 

Standard 13 

The insurer has procedures in place to provide full disclosure to consumers regarding all sales of products 

involving fixed-index annuity products, and all sales are in compliance with applicable statutes, rules and 

regulations. 

 

Apply to: All fixed-index annuity products 

 

Priority: Essential 

 

Documents to be Reviewed 

 

_____ Applicable statutes, rules and regulations  

 

_____ Policy/Underwriting file 

 

_____ Agency correspondence file/Agency bulletins 

 

_____ Agency procedural manual 

 

_____ Claim files 

 

_____ Complaint log 

 

_____ Agency sales/lapse records 

 

_____ Systems m
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N. Supplemental Checklist for Marketing a
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Cash Surrender Values 

• Review the issue date of the policy to determine whether the policy is mature enough to provide surrender 

values (usually by the end of the second or third year); 

• Calculate the service time to process the surrender by subtracting the date the request was received from 

the date the surrender check was mailed (should be within 60 days); 

• Review the calculation of the net cash value to determine the appropriate surrender value (include any 

outstanding policy loans, policy loan interest and policy dividends); 

• Compare calculated surrender value with illustration surrender value. Confirm that any variance can be 

explained and is in accordance with policy provisions (i.e., interest rates, surrender charges, policy fees); 

• Confirm with the regulated entity that there is an audit procedure in place to verify the calculation of 

surrender values (they are usually calculated systematically); 

• Review cash surrender check for accuracy, including mail date; and 

• Review returned mail procedures. 

 

Extended Term Insurance (ETI) 

• Determine if the ETI was automatic at lapse or policyowner-requested; 

• Review the policy’s contract language for content; 

• Confirm the regulated entity’s calculated policy value by taking the face value of the policy adjusted for 

any indebtedness, such as policy loans or paid-up additions; 

• Check to make sure the regulated entity issued the correct amount of term insurance; and 

• Confirm with the regulated entity that there is an audit procedure in place to verify the values and 

calculations made. 
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STANDARDS 

POLICYHOLDER SERVICE 

Standard 4 

Upon receipt of a request from a policyholder for accelerated benefit payment, the regulated entity must 

disclose to the policyholder the effect of the request on the policy’s cash value, accumulation account, death 

benefit, premium, policy loans and liens. The regulated entity must also advise that the request may 

adversely affect the recipient’s eligibility for Medicaid or other government benefits or entitlements. 

 

Apply to: All individual and group life products 

 

Priority: Essential 

 

Documents to be Reviewed 

 

_____ Applicable statutes, rules and regulations  

 

_____ Underwriting files 
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F. Underwriting and Rating 
 

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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H. Supplemental Checklist for Marketing and Sales Standard #1 
 

Yes No Requirement 

For companies that use enrollment periods: 

  Advertisements should specify the date by w
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H. Supplemental Checklist for Marketing and Sales Standard #1 (cont’d) 
 

  If an advertisement states the net premium accumulation interest rate, 

whether guaranteed or not, it should also disclose in close proximity thereto 

and with equal prominence, the actual relationship between the gross and the 

net premiums. 

  If a contract does not provide a cash surrender benefit prior to 

commencement of payment of annuity benefits, an illustration or statement 

concerning such contract should prominently state that cash surrender 

benefits are not provided. 

For combination life insurance and annuity products: 

  An advertisement of a life insurance product and an annuity as a single 

policy or life insurance policy with an annuity rider should include a 

disclosure before the application is taken (if the policy contains an 

unconditional refund provision of at least 10 days, the disclosure statement 

can be delivered with the policy, or upon the applicant’s request, whichever 

occurs sooner). The disclosure defines the gross annual life and premium 

annuity percentages and guaranteed cash value of the annuity and should 
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I. Supplemental Checklist for Marketing and Sales Standard #4 (cont’d) 
 

  If the illustration shows that the premium payor may have the option to allow 

policy charges to be paid using non-guaranteed values, the illustration must 

clearly disclose that a charge continues to be required and that, depending on 

the actual results, the premium payor may need to continue or resume 

premium outlays. Similar disclosure should be made for premium outlay of 

lesser amounts or shorter duration than the contract premium. If a contract 

premium is due, the premium outlay should not be left blank or show zero 

unless accompanied by an asterisk or similar mark to draw attention to the 

fact that the policy is not paid. 

  If the applicant plans to use dividends or policy values, guaranteed or non-

guaranteed, to pay all or a portion of the contract premium policy charges, or 

for any other purpose, the illustration may reflect those plans and the effect 

on future policy benefits and values. 

  A brief description of the policy being illustrated, including a statement that 

it is a life insurance policy. 

  A brief description of the pre
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I. 
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