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[bookmark: _Toc306867954][bookmark: _Toc306868099]1. Purpose of the New Regulation
There seem to be an array of issues that the Insurance Bureau is attempting to resolve with this one Minister of Finance Regulation re: Insurance Products and Marketing of Insurance Products. These include
New Product approval process,
Illustrative brochure and proper sales techniques,
Disclosure requirements for products, 
Suitability test requirements, 
Requiring general insurance companies to have an appointed actuary certify all reserves annually, 
Requiring insurance companies have technical insurance experts (underwriting) for every line of business.
In Indonesia when insurance companies are first licensed they are given either a General Insurance License or a Life Insurance License. Minimum capital and surplus requirements and fit and proper evaluation is conducted for this licensing. Once granted either a Life or General Insurance license, companies are then legally able to write any business lines that falls under their license (special requirements exist for Credit Life and Surety insurance). 
The threshold issue the insurance bureau is trying to address is that companies may be marketing products that they do not have the technical competency, capital adequacy, proper governance process or human resources to handle. They are trying to create a legal requirement that the company submit all documentation to allow the insurance bureau to perform an evaluation of these areas prior to the company marketing the product - and absent receiving a product registration, the insurance company is forbidden from marketing that product.
[bookmark: _Toc306867955][bookmark: _Toc306868100]General Observations
There are many statements of what is required of company practices in the regulation but there is no mention that these must be submitted for review, of what the minimum requirements are for each, and what the consequences are for failing to provide the documents. 
There is no mention of how government will enforce these rules – is proof of compliance (procedure manuals, minutes from committee meetings, etc) required to be submitted as part of the New Product application or will spot audits be conducted after a registration for a New Product has been granted?  In either case (and I recommend the Insurance bureau do both – one for initial registration and the other for ongoing review of compliance) these requirements should be mentioned in the regulation.
Also lacking is any mention of penalties or sanctions for lack of compliance with the requirements of this regulation. Obviously government can refuse to issue a registration for the New Product, but there are many sections of this regulation that don’t directly deal with New Product registration yet impose requirements on the company. 
Finally there are many Articles or paragraphs of Articles in the Regulation that are more properly placed in a regulation that governs the initial licensing of a company and the On Site Examination of a company. These good organizational practices included in Articles 7, 16, 17, 37, 38, 39, 40, 41 are a prerequisite and not usually included in regulations about New Product filing requirements.
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[bookmark: _Toc306867956][bookmark: _Toc306868101]2. Commentary
[bookmark: _Toc306867957][bookmark: _Toc306868102]Chapter 1
Article 1–General Provisions 
3. Insurance Policy 
Comments
Missing from the list of documents you want to consider part of the policy are any riders or endorsements that are added after the policy is issued.
4. Insurance Business Line 
Comments
I recommend that Government define in law or regulation the lines of business allowed in the Indonesian market. I provide a list of the various lines of authority used in the US later in this report.
You may then define specific form language, capital requirements, and risk management strategies by line of business so all companies know what is required of them before they apply for a New Product.
This will create transparency and set the standards in one place. 
9. Appointed Actuary 
Comments
I recommend you include the minimum qualifications to be considered an appointed actuary in the definition section and not in the body of the regulation. There I would merely state the requirement, the content of the annual actuarial certification of reserves and the date at which the requirement takes effect. 
Further Comments for Definitions Missing
I also recommend you define a New product in this section – I would limit it to new to the company and not include an amended product of what is already on file.
I recommend a definition of Amended Product be added – this definition could be patterned after the Malaysian concept of having the Appointed Actuary certify that the product does not materially deviate from the current product on file in form or class. 
I believe you need to add a definition for Insurance Expertise since you are adding this as a new requirement for companies. You should also include the minimum qualifications necessary to be considered an Insurance Expert under the terms of this regulation. 
I recommend the definition of a Complaint be added as “any written communication primarily expressing a grievance”.
[bookmark: _Toc306867958][bookmark: _Toc306868103]Chapter 2
Article 2–Insurance Products 
Comments
This is repetitive of the definition section – recommend removing it. 
Article 3
Comments
I recommend that you identify the lines of business that are acceptable in the Indonesian Market and that you then state that only insurance products that fall into one of these lines of business will be eligible to be registered with the Insurance bureau and marketed.
I have provided a list of lines of business that various states in US use, but would recommend a survey be done of the region to see how lines of business are defined as these may be more appropriate than US categories.
Article 4
Comments
I recommend this be changed to require the submission of these documents at the time of licensing for a new line of business – or at the time of a New Product submission, if Indonesia is not going to change its approach by requiring licensing for different lines of business. 
Without requiring companies to submit them, government will never know if they have these or not prior to registering the product. 
Government needs to have an internal process to make sure it is judging all submissions equally. Standards of what is acceptable must be developed and shared with all reviewers and companies prior to implementation. 
If a company’s submission is deficient, it should receive a written response of what is deficient. 
Article 5
Comments
I recommend this section should be expanded to include the requirement that the product name (and the insurance company name) include the word “insurance” in the title. 
It should also be a requirement that the full product name be used in any and all advertisements and marketing materials of the product. This is necessary for disclosure and truthfulness – customers need to know what they are purchasing and who the underwriting company is. 
[bookmark: _Toc306867959][bookmark: _Toc306868104]Chapter 3–Development and Marketing Good Governance Insurance Product
[bookmark: _Toc306867960]Section 1–Insurance Product Risk Management
Article 6
Paragraph 4 – Risk Mitigation Strategies must be in line with product complexity 
Comment
I recommend that Government set minimum standards on what the buckets are for complexity and set expectations about what types of risk management strategies are appropriate for the different levels of complexity.
Government must have some idea of what is acceptable before it can promulgate a regulation because it will have to implement the regulation and make judgments on which risk strategies are acceptable to it for the level of complexity and which are not.
If this is a requirement of getting the product registered, you should add language that these written risk management procedures be submitted with the New Product application. 
If they are not required for New Product registration, but government still wants to review them, this requirement should be moved to another regulation dealing with on site examination documents that must be available for inspection and testing of compliance during an audit. 
Article 7
Director of the company will be responsible for the implementation of policies and procedures of the product risk management.
Comments
How will this be enforced or monitored by government? 
If there is a failure, is the Director liable for any failings?  
Can he be sanctioned by government?  
Is the failure reported to the board of directors?  
As a general matter, Directors of companies are responsible for the implementation of proper policies and procedures of all areas of the company – including product risk management. This is a basic requirement to get a license in the first place, am not sure why this needs to be stated in a regulation dealing with New Product registration.
[bookmark: _Toc306867961]Section 2 –Strategic Development and Marketing Plans Insurance Product
Article 8
Co. must have a strategic development and marketing plan for the insurance product determined by the directors 
Comments
I would recommend that this be changed to a Strategic Plan for the Line of Business first and then require submission of how the particular New Product fits into that strategic company plan. 
Strategic Marketing Plan must contain at least:
b. Limitations in the development of insurance products beyond the Business Line being the business focus (what does this mean?)
Comments
The regulation says that the company must submit this marketing plan to the Minister, but if the submission is a requirement of getting the product registered, that should be clearly stated. 
I would suggest this be the case for new lines of business. 
Will government be employing an RBC or other capital adequacy standard beyond minimum capital in the law to determine based on the strategic plan the company is adequately staffed and capitalized to handle the increased volume of business?  
· If so, you may also need language that allows you to reject the product due to the inadequacy of the capital, resources, or Strategic Plan (supporting material) itself.
Article 9
In developing and marketing the New Product, the company must be guided by the strategic development plan. 
Comments
What are the consequences of not following this plan? 
Does the Minister audit actual results against the plan? 
If they are off what are the consequences? 
It is not uncommon for actual results to vary from the plan. 
This section seems to require a company to cease selling the New Products if their sales are greater than originally assumed. This is something that is best left to financial analysis on a quarterly basis where they can employ ratios and examine a company much closer if they are growing at too rapid a pace for their capital and surplus to support. 
[bookmark: _Toc306867962]Section 3–Insurance Product Development Steering Committee
Article 10
Co. must have an Insurance Product Development Steering Committee
Duties include providing recommendations to directors of:
b.  Evaluation of the market research results of the insurance product and draft of the New Product proposed
Comments
Is the steering committee the final evaluator of the plan?  
Can the product go forward without steering committee approval? 
Must minutes be recorded?  Will Gov. have access to those minutes to evaluate the quality of the meetings?
If this is a requirement to registration, need to require the submission and indicate that failure to demonstrate steering committee approval will result in non-registration of the New Product. 
I suggest that the applicant be required to document its current and expected competition (both regionally and nationally) for this product
e. Efforts for settlement of issues related to products that are marketed effectively, efficiently and timely 
Comments
What does this mean? If you are talking about a process to handle consumer complaints – this should not be done at the product level but at the company level. 
Also it should not be part of the Steering Committee’s duty - rather all companies should have a separate department and a written procedure to handle complaints in a timely and fair manner. 
They should be reporting their complaint process, complaint numbers to government who can then measure these against their premium volume to determine a complaint ratio – a high one will indicate red flags that require further intervention from government. 
They should also be reporting their compliant issues to senior management so they may take corrective action
e. The proposal to modify an insurance product or discontinue its marketing 
Comments
I strongly recommend that government develop a separate process for a company to follow if they wish to discontinue selling a product. This process should require submission of a plan of discontinuance that includes no. of existing policyholders that have the product, and there should be advanced communication with existing policyholders if they are impacted in any way by the discontinuance. If the company intends to keep the existing policyholders – especially true of life companies, Gov. will want to have additional reporting on that “closed block” of business.
Members of Steering Committee are:
Insurance experts (this needs to be defined in the definition section in Article 1)
Comments
What qualifies as an expert needs to be defined in the first Article of the regulation.
An alternative approach would be to identify the disciplines that need to be included in the committee – and simply state that they should be of senior enough level to have the necessary authority.
If the Steering Committee is required for New Product registration, that needs to be stated explicitly. 
Article 11
Any insurance product to be marketed must have a recommendation from the steering committee
Comments
How will Government monitor this – will minutes from meeting be required to be submitted with application or will it be done upon Government audit?  
If a product is registered with Government that has not been approved by the Company Steering Committee, what will Government do?  
Will it deregister the product? If that is so, then it should be stated. 
If Government will not do anything, then this section should be eliminated as it is good governance practice but not something that will cause the product to be not registered.
[bookmark: _Toc306867963]Section 4–Review of Insurance Product Development
Article 12
In the event the required data to carry out the historical study is unavailable, the insurance company may use data obtained from other sources 
Comments
If product is new to Indonesian market how this will be done?  
May companies use studies or historical experience in other countries? If so, which ones are compatible with Indonesia?  These should be stated in the regulation.
Does Indonesia have a standard Mortality/Morbidity table that all life companies must use?  If not, are the Malaysian and Singapore Mortality/Morbidity tables acceptable?
The impact of a Product marketing to financial soundness of the company as referred to in paragraph (1) letter c, shall at least consider the possibility of higher claim and costs and lower return on investment than estimated.
Comments
Alternative language may be to require scenario tests that increase losses and expenses by 5%, 10% , 15% and 20% and lower returns by 3%, 5%,. 7%. 10% - this way all companies will supply the same tests – as written companies can come up with their own Scenario testing and that may be quite different from their peer companies. 
Article 13
a. have qualifications as a fellow of the Society of Actuaries of Indonesia or an overseas actuarial association and a member of the International Assoc. of Actuaries
b. have experience of 2 years as an actuary
c. Be registered as an expert at the Capital Market and Financial Institution Supervisory Agency.
Comments
Recommend placing these qualifications in the definition section of Article 1 and in this Article simply include the requirement that all General Insurance Companies must have an Appointed Actuary by (date)
Before this section is promulgated, Government may need to think through the possibility that there is inadequate supply of Actuaries. Will Government accept a company hiring an outside consultant actuary to certify its reserves?  If so, will there be requirements relative to conflict of interest with other carriers?  Will there be time limits on how long an outside actuary may serve as the company’s appointed actuary?
What are the consequences to a company if they do not have an Appointed Actuary by the date?
In addition to the requirement to have an Appointed Actuary, there should be a requirement for the submission of  a Statement of actuarial opinion for every general insurance company doing business in Indonesia, shall annually submit the opinion of an appointed actuary entitled "Statement of Actuarial Opinion." This actuarial report and underlying work papers as required by the Minister of Finance shall be prepared to support each actuarial opinion.
There should be consequences if the company fails to submit the actuarial report and/or work papers at the request of the Minister or the Minister determines that the supporting actuarial report or work papers provided by the insurance company is otherwise unacceptable, the Minister may engage a qualified actuary at the expense of the company to review the opinion and the basis for the opinion and prepare the supporting actuarial report or work papers.
It is recommended that the insurance bureau consult with the Indonesian Actuarial Society and review peer country laws and regulations governing the content of the actuarial opinion. Once agreement is reached, these details should be put in a regulation.
Article 14
General company must appoint an expert for each line of business and product being marketed
Comments
Recommend placing these qualifications in the definition section of Article 1 and in this Article simply include the requirement that all General Insurance Companies must have an expert for each line of business 
I would not require an expert for each product as many products are similar within a line of business (e.g. term, universal and whole life–either individual or group are all different products in the same line of business–life insurance. A competent life underwriter should be able to oversee all of these products.)
Additionally, many companies organize around personal lines products (auto, home, rental, umbrella, inland marine–personal property) and commercial (auto, property, workers compensation, aviation, marine, surety, environmental, product liability.). May want to consider allowing expertise in one personal line (e.g. auto) to qualify for other personal lines (e.g., home). For specialized lines – (e.g., environmental, aviation, marine, surety, workers compensation) it might be more appropriate to require expertise and experience in those specific lines. 
I would recommend conducting a peer country analysis as well as consulting the Indonesian Actuarial Society for commentary on what is appropriate.
What are the consequences to a company if they do not have an expert in every business line? Will their products not be registered? 
How will government deal with existing carriers that have products with no experts? Will the companies be required to come into conformance by a certain date or lose their product registration?
If lack of an expert per product is grounds for disapproving a product registration, this should be explicitly stated in the regulation. 
Article 15
Appointed Actuary is prohibited to work or concurrently work with other companies
Comments
May need time to fully implement this—especially if there are not enough actuaries for each company and they must use actuarial firms who may do work for other companies. The requirement of non conflict could be accomplished by requiring the engagement and reviewing partners to be different for each company but allow the staff actuaries to work on multiple companies. 
I would recommend conducting a peer country analysis as well as consulting the Indonesian Actuarial Society for commentary on what is appropriate.
Article 16
Development and marketing of insurance products must be supported by an IT system that is capable of supporting and integrated implementation and can provide info regarding the details of the coverage portfolio
Comments
This is very vague. If it is a requirement to get a New Product registered, Gov. needs to be more specific about what it wants as proof of a company meeting this standard. 
If this is something that will be verified upon on site examination, then it does not belong in this regulation but in the On Site Examination regulation.
Article 17
Development and marketing of insurance products must be supported by availability of human resources in the following areas:
a. sales
b. underwriting
c. reinsurance
d. customer service and complaint handling
e. claim handling
f. actuary
g. management of IT system
h. investment
All must have undergone training in the new line of business.
Comments
Government should have a requirement for companies to inform them within 30 days of any change to key personnel. This should be done in a licensing regulation not in a regulation governing review of products.
In general more detailed information should be required of the companies in order for the insurance bureau to evaluate them.
Re: sales – it is important that company submit an explanation of the compensation and control to be provided by the applicant to its agents, brokers, or sales personnel. 
Also they should submit sample copies of any agreements entered into between the applicant and its agents or brokers.
I suggest that as part of the documents required to be filed for approval of registration, the company provide a detailed description of the advertising that will be used to market its products in each location.(in case the tailor their advertising material by location). 
They should have to supply a complete set of all sales material including the sales manual, all company instructional material, brochures, illustrations, diagrams, literature, “canned” sales talks, and telemarketing scripts.
They should also be required to include a detailed explanation as to how the applicant will develop, purchase, control and supervise its advertising
They should have to explain in detail how (a) the applicant’s policies will be underwritten, including the issuance of policies and endorsements (b) policies will be cancelled and (c) premiums and other funds will be handled. Identify the entity (if a third party provide how they will be compensated,  supervised or controlled by the company, if an individual within the company include their qualifications) that will perform each of these functions. Describe how the personnel will be trained, supervised, and compensated. 
Explain in detail how the applicant will adjust and pay claims. Identify the entity what will perform the applicant’s claims adjusting and claims payment functions. Describe how you will train, supervise, and compensate the personnel handling claims adjusting and claims payment will be trained, supervised and compensated. If personnel for claims adjusting or claims payment will be shared with another entity or another entity will be performing the applicant’s claims adjusting and claims payment, please explain this arrangement, including any affiliation with the applicant, and provide a copy of the agreement for this service. 
Company should be required to provide detailed information as to how and by whom claim reserves will be set and modified. And should disclose if any representative is given discretion as to the settlement or adjustment of claims under life or disability policies, whether in direct negotiation with the claimant or in supervision of the person negotiating, a compensation which is in any way contingent upon the amount of settlement of such claims? 
If applicant is applying for authority to write Variable Annuities, provide the following:
a)	Copy(ies) of any third party management or service contracts
b)	Commission schedules
c)	Five-year sales and expense projections
d)	A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which the insurer will bear under the contract 
e)	Statement of the investment policy of the separate account
f)	Copy of the variable annuity prospectus as filed with the SEC (Authority that regulates securities in US) unless the separate account is not required to file a registration under the federal securities law
h)	Copy(ies) of the variable annuity contract(s) and application(s)
i)	A description of any investment advisory services contemplated relating to Separate Accounts
j)	Board of Directors resolution authorizing the creation of the separate account
If applicant is applying for authority to write Variable Life Insurance, provide the following:
a)	Copy(ies) of variable life policy(ies) the company intends to issue
b)	Name and experience of person(s) or firm(s) proposed to supply consulting, investments, administrative, custodial or distribution services to the company
c)	Disclose whether each investment advisor i) is registered under the Investment Advisers Act of 1940, or ii) is an investment manager under the Employee Retirement Income Security Act of 1974
d)	Copy of the variable life prospectus as filed with the SEC (Authority that regulates securities in US) unless the separate account is not required to file a registration under the federal securities law
e)	Statement of the investment policy of any separate account, and the procedures for changing such policy
g)	A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which the insurer will bear under the contract
h)	Standards of suitability or conduct regarding sales to policyholders
i)	Statement specifying the standards of conduct with respect to the purchase or sale of investments of separate accounts (i.e. Board resolution)
j)	Board of Directors resolution authorizing the creation of the separate account
[bookmark: _Toc306867964][bookmark: _Toc306868105]Chapter 4–Reporting of Insurance Product
Article 18
An insurance product is considered new if:
a. it has never been marketed by the company
b. has been marketed by the company but has been modified covering: (does this need full review of development process or just review of new form and rate?)
1) coverage of risks including exception or limitation of risk factors covered
2) Premium formulation 
3) method of technical reserve calculation 
4) method of cash value calculation
Comments
Paragraph b should be rewritten to require the appointed actuary to certify that the product is not new but only a rate or form modification of the existing product. 
Language should be added that allows Government to require a submission as a New Product if the modified product has a significant impact to the market.
A similar provision is found in Malaysian law – I suggest it be adopted here.
Article 19
To be eligible to write New Product, the company must be financially sound (this needs more specificity), not be under an administrative sanction, and has carried out an insurance product good governance (what does this mean – the steering committee?)
Comments
“financially sound” needs to be defined – do you mean meets minimum capital requirements? Or has an RBC of at least 300%, or is not under administrative supervision due to inadequate capital? 
It is important to clearly define what is required so all companies are treated equally and consistently. 
“carried out an insurance product good governance” also needs more specificity – do you mean “has complied with all requirements for New Product submission as described in Articles…?”
This does not apply if:
a. New Product is a substitute or an amendment of an insurance product already marketed and is part of the company’s improvement plans approved by the Minister 
b. Insurance product reporting is one of the efforts to remove an administrative sanction imposed on the company due to non-reporting of marketed products. (this seems confusing)
Comments
This section should be narrowly drawn. As drafted it exempts a company that is under an administrative action for marketing a product without obtaining a registration from meeting the financial soundness (yet to be defined)  and good governance (also needs to be defined) requirements. 
I believe the only requirement you want to waive is the “under administrative sanction” 
I don’t think you want companies that have marketed an unregistered product to be able to sell it if they are in poor financial condition – better to force them to cease and desist from selling the product. 
I suggest that paragraph a. be removed as it should be dealt with in Article 16
Article 20
Report on marketing plans of insurance product must be signed by the directors and must be accompanied by documents referred to in the Annex of Regulation of the Finance Minister (what are these?)
Comment
I was not given these to review, so I cannot offer any comments on them.
Article 21
If the report on marketing plans of the New Product has been received in full compliance with the requirements, it shall be registered by the Minister – if it is not in full compliance, it may not be registered and not marketed. 
Comments
An alternative way to phrase this is – If the filing meets the requirements of this regulation, it shall be registered.
This language puts the onus on the company to comply with all aspects of the regulation and not just the marketing plan report.
Article 22
Insurance company submits documents, Minister reviews and notifies company in writing of additional documents needed – company has 30 days to respond - if it does not, it is deemed to have withdrawn its application.
Comments
May want to consider allowing companies to request a one-time 15-day extension in case it takes longer than 30 days for the company to prepare the additional data. This is not uncommon in other jurisdictions. 
If government is going to grant extensions it should notify all companies so all are treated the same. 
Is there a fee for a company to submit a product filing?  If so, would the company be charged again when the resubmit?
Article 23
Comment
I would collapse this into Article 16 – either a product is a New Product (and governed by this new regulation) or it is an amended or modified product and can then follow the old rules for submitting a filing (Reg. 422) – namely completing the self assessment form, having an appointed actuary certify that this is not a New Product, and a signed certification by the General Counsel that the filing complies with all requirements of the law.
Article 24
a. Company may market its product under a different name by first reporting the plans to use a different name to the Minister.
Comments
If you are going to allow a marketing name to be different than the name of the product on file with the insurance bureau, you should require the company to tell you this when they file the product and to somewhere in the marketing material and on the product form itself to include the word “Insurance” in its product title as well as the name, address and phone no. of the Insurance Company that is underwriting the product.
You may also want to require every insurer doing business within Indonesia to have a toll free telephone number or provide collect charge telephone service for use by the general public when calling the insurer from any location within the state.
The name of the product must not be misleading – causing the customer to believe they are getting something different than an insurance product.
If you are going to allow multiple product name marketing, you need to strengthen this section to require these names to meet the criteria I mentioned above.
Article 25
Marketing of 1 product by 2 or more companies may be carried out if the products from each company have been reported to the Minister – this must be reported by the insurance company that bears the biggest risk proportion.
Comment
I am not familiar with this concept, so have no recommendations aside from my general comments about disclosure of the underwriting company(ies) names, addresses and phone nos. 
[bookmark: _Toc306867965][bookmark: _Toc306868106]Chapter 5–Insurance Product Distribution Channels
Article 26
If marketing thru individual agents, must ensure that the agent:
a. holds a valid certificate
b. holds an agency agreement with the company
c. has received training regarding the product to be marketed 
Comments
I noticed that brokers and agencies get their license from government but agents do not. You may want to consider having a government approved agent licensing exam that is administered by a third party, but the agent license itself is from Government. This is common in other jurisdictions.
What type of proof re: training on the product to be marketed is government requesting be submitted with the New Product filing (syllabus, certificate of completion, etc)
Is the company liable for agent’s actions?  Is this spelled out in another regulation?  If not, you may want to do so in an agent licensing regulation.
It is common in other jurisdictions for agents to be appointed to more than one company – while not currently done in Indonesia, you may want to consider this as it allows the agent to serve all customers that come to him – it avoids concentration risk for the company and allows companies to segment the market. Government can require disclosure of all companies the agent does business with, so the customer is not steered to only one company when others may be available with better products or better rates. 
It is also common to limit an agent license to a particular line of business (authority). The following are agent licensing lines in the US:
   (1) Life insurance coverage on human lives including benefits of endowment and annuities, and may include benefits in the event of death or dismemberment by accident and benefits for disability income;
   (2) Accident and health or sickness insurance coverage for sickness, bodily injury or accidental death and may include benefits for disability income;
   (3) Property insurance coverage for the direct or consequential loss or damage to property of every kind;
   (4) Casualty insurance coverage against legal liability, including that for death, injury or disability or damage to real or personal property;
   (5) Variable life and variable annuity products insurance coverage provided under variable life insurance contracts and variable annuities;
   (6) Personal lines-property and casualty insurance coverage sold to individuals and families for primary noncommercial purposes;
   (7) Credit-limited line credit insurance;
   (8) Any other line of insurance permitted under state laws or regulations.
The license shall contain the insurance agent/agency/broker's name, address, license number, license type, lines of authority, and any other information the insurance director deems necessary. Insurance agents/agencies/brokers shall inform the insurance director of a change in legal name or address within thirty (30) days of the change. Failure to timely inform the insurance director of a change in legal name or address may result in a penalty to be determined by the insurance director.
The insurance director may place on probation, suspend, revoke or refuse to issue or renew an insurance producer's license or may levy an administrative penalty in accordance with (cite your law) or any combination of actions, for any one or more of the following causes:
   (1) Providing incorrect, misleading, incomplete or materially untrue information in the license application;
   (2) Violating any insurance laws, or violating any regulation, subpoena or order of the insurance director;
   (3) Obtaining or attempting to obtain a license through misrepresentation or fraud;
   (4) Improperly withholding, misappropriating or converting any monies or properties received in the course of doing insurance business;
   (5) Intentionally misrepresenting the terms of an actual or proposed insurance contract or application for insurance;
   (6) Having been convicted of a felony;
   (7) Having admitted or been found to have committed any insurance unfair trade practice or fraud;
   (8) Using fraudulent, coercive, or dishonest practices or demonstrating incompetence, untrustworthiness or financial irresponsibility in this state or in another place;
   (9) Forging another's name to an application for insurance or to any document related to an insurance transaction;
   (10) Cheating on an examination for an insurance license;
   (11) Knowingly accepting insurance business from an individual who is not licensed;
   (12) Failing to pay state income tax or comply with any administrative or court order directing payment of state income tax.
Article 27
Comments
What type of proof re: training on the product to be marketed is government requesting be submitted with the New Product filing (syllabus, certificate of completion, etc)
If the agent is a fiduciary of the company, then the company should be liable for its agent’s actions. Is this spelled out in another regulation?  If not, you may want to do so in an agent licensing regulation,
Article 28
No comments
Article 29
Comments
Are there well-defined regulations that prevent tying the granting of a loan to the purchasing of insurance sold through the bank?
Many jurisdictions have regulations that prevent this – while the customer may need to show proof of insurance as a condition of getting the auto or home loan, the customer is free to purchase that insurance from some other source.
Is anyone at the bank licensed to sell insurance if they are using a distribution cooperative or product integration model?  
It is common in other jurisdictions to require a government insurance license to sell insurance even if it is a bank that is selling it (one person at the bank gets licensed and is held responsible for all insurance compliance requirements and actions of others at the bank if they are selling under that individual’s license.
Article 30
Requires the insurance company to terminate the banc assurance relationship if it is not in line with the plans reported to the Minister 
Comments
Is this section suppose to be a self-reporting section or will the insurance bureau be conducting audits to determine if the product being distributed through the bank is in compliance with the plans reported to the Minister?
If it is not a self report section, it should be phrased differently – namely if the Minister determines that the product distributed in cooperation with the banks is no in material compliance with the plan reported to the Minister or with the law, the Minister shall require the insurance company to cease marketing the product immediately. 
Article 31
If it is marketed thru an affinity business, there must be an agreement with the company that carries out the affinity business. 
Comment
In the Chairman’s regulations governing affinity business, there should be a requirement to submit to the Insurance bureau detailed information similar to what is required for bancassurance. 
Article 32
Mass marketing – telemarketing, internet, TV, radio must provide the information on the identity of the insurance company, the product being offered and the terms and conditions of the policy. (name, address, phone no., form name and no. on every piece of marketing and policy and bill)
Comments
I recommend collapsing this article and article 34 into the Unfair Trade Practices Regulation (I have provided a copy of the US regulation later in this report) as it touches all advertising, marketing, sales, underwriting, and claims practices and procedures of the company and its agents/agencies/banks as well as brokers. 
I would recommend that the US Unfair Trade Practices Regulation be reviewed and compared to peer country legislation/regulation and tailored to meet the needs of the Indonesian market. 
[bookmark: _Toc306867966][bookmark: _Toc306868107]Chapter 6–Insurance Product Information Transparency
Comments
This section is very important and as currently drafted leaves a lot of control in the hands of the insurers – there is little guarantee that the disclosure product will be uniform or consistent across all carriers. 
I have provided a copy of a US regulation that governs the Disclosure requirements for Life Insurance later in this report. I recommend reviewing this with the Indonesian Actuarial Association and performing a peer analysis to tailor the regulation to meet the needs of the current market. 
Article 33
In marketing the product, the insurance company must provide oral or written information on the characteristics of the product. Information provided should include:
1. benefit of the insurance product
2. risks inherent to the insurance product associated with investment
3. costs inherent to the insurance product
4. claim requirement and procedures
5. liabilities of the customer and the insurance company 
The info may be provided in writing or thru telephone (this is tricky b/c no consistency if verbally communicated – will the calls be recorded?), company web site or other electronic media. 
Comments
I have provided US regulation on Life Insurance Disclosure and Illustrative Bulletins for Life Insurance later in the report.
This alternative language needs to be reviewed with the Indonesian Actuarial Standards Board and tailored to meet the needs of the current market. 
Article 34
Company marketing materials should at least include:
1. name, address, phone no of company
2. explanation on the characteristics of the insurance product such as benefit, requirements (?), exceptions, costs that are borne by the customer, claim procedures
3. the number and date of the insurance product registration letter with the insurance bureau
4. declaration that the correctness of the information provided shall be the responsibility of the insurance company
Marketing materials may not contain:
1. Incomplete information that may result in incorrect perception by prospective insured (are they approved by the insurance dept?)
2. information not in line with the requirements and conditions of the insurance product reported to the Minister 
Comment
An alternative approach that I recommend collapsing this article and article 32 into a regulation that deals with Unfair Trade Practices regulation as it touches all advertising, marketing, sales, underwriting, and claims practices and procedures of the company and its agents/agencies/banks as well as brokers. 
I have provided a copy of the US Unfair Trade Practices regulation later in this report. I would recommend that this be reviewed and compared to peer country legislation/regulation and tailored to meet the needs of the Indonesian market. 
Article 35
Comment
These are all important provisions, but I would recommend they be collapsed into the Suitability or Disclosure sections. I have provided alternative language for Suitability and Disclosure and Illustrative Brochures later in this report. 
[bookmark: _Toc306867967][bookmark: _Toc306868108]Chapter 7–Suitability of Insurance Products with Customers’ Requirements and Profile
Article 36
Comments
This is an important matter. I have provided a copy of US regulation on suitability later in this report. It is very detailed on what a company is required to perform to ascertain whether a product is suitable for an individual as well as what documents need to be retrained by the company to demonstrate compliance. 
[bookmark: _Toc306867968][bookmark: _Toc306868109]Chapter 8–Settlement of Complaints and Disputes 
Article 37
Co. must settle any complaint raised by the policy holder or the insured 
Co. must have defined policies and written procedures covering:
a. receipt of complaints
b. handling and settlement of complaints
c. monitoring handling and settlement of complaints
Comments
Need to define “Complaint” in Article 1 as any written communication primarily expressing a grievance.
Should have a timeliness requirement in responding to consumer complaints (within 10 days)
The insurance bureau should have a consumer complaint section where insureds can call if they do not get the issue resolved with the company.
The insurance bureau should send the complaint to the insurance company and require a response within 10 days. The insurance bureau should review the response for completeness and adequacy and send the response to the customer.
During the on site examination, the insurance bureau should match up the complaints received by the insurance bureau with the complaints received at the company to see if there are any missing.
The insurance bureau can then use the complaints received and calculate a company complaint ratio (complaints/premium) this is an important indicator of market conduct issues. 
Article 38
The directors are responsible for the implementation of policies and procedures for complaint handling
Comment
This is a general requirement of good governance and company management and belongs in a governance regulation not a product review regulation. 
Article 39
Co must have a unit set up in each office to handle complaints
Comment
May want to add the requirement to maintain a complaint log by year including the following data:
Total number of complaints,
Their classification by line of insurance,
The nature of each complaint,
The disposition of each complaint, 
The time it took to process each complaint. 
Article 40
Co. must publicize the availability of the complaint unit to the public in writing or electronically
Comment
May want to add the requirement to publish a toll free phone number of the complaint unit
Article 41
Co. must publicize the availability of an alternative means for settlement of disputes in the insurance sector thru mediation
Comment
Suggest the insurance bureau formalize a requirement that the third party doing the mediation to submit a report quarterly that identifies the insurance company subject to the mediation, the issue of the mediation, and the disposition of  the mediation.
This data is important for the insurance bureau to begin monitoring for market conduct purposes. 
[bookmark: _Toc306867969][bookmark: _Toc306868110]Chapter 9–Monitoring of Insurance Product Marketing 
Article 42
The Co. must monitor the marketing of any product and submit a report on the monitoring annually on April 30th to the Minister – the form and content of the report will be clarified in regulation.
Comment
May want to consider adjusting the basis for comparison on ongoing productivity from the assumptions used to create the original business plan, which could be horribly out of date and therefore no longer meaningful as a point of reference to the annual business plan. 
Also this seems to be something that would be best reviewed as part of the Financial Analysis annual review of the company’s performance. 
Article 43
The evaluation of the assumptions used in determining the premium rate shall be done by an actuary at least annually for each line.
Comment
Are they expected to apply for a rate change based on some standard deviation from their original assumption?
Will the government review the report with an eye toward challenging the actuarial rate on file?
[bookmark: _Toc306867970][bookmark: _Toc306868111]Chapter 10–Termination of Insurance Product Monitoring
Article 44
Co. must report any discontinuation of a product to the Minister no later than 14 days after the discontinuation of the marketing of the product. The report must include:
a. explanation on the reason for discontinuing the product
b. data on the no. of policies still under the coverage period 
c. decision of the directors regarding the discontinuation of the product 
Comment
I would recommend they inform the Minister how they intend to service the existing policies in force
Article 45
Co may discontinue marketing a product if based on the monitoring report it appears that the marketing of the product results in the decline of the company’s solvency rate so that the company does not meet the required solvency level. (is this the only reason a co. can discontinue – seems a bit drastic)
Comment
As drafted it seems to imply the only reason the company may discontinue a product is if their solvency is in jeopardy. It is not uncommon for companies to want to discontinue a product because it is obsolete – something better has come along to replace it or if the rate was so inadequate that it was losing money on the product (but not enough money to put their entire solvency at risk).
You may want to rephrase this section to allow for other reasons for the company to discontinue a product.
Article 46
Minister may request a Co. to discontinue marketing a product if the specifics of the product marketed differs from the specifics of the product reported or the insurance product does not comply anymore with the provisions of the law. 
Comments
May want to add a section regarding sanctions.
Ex. Of language is “Any company, director, officer, or insurance agent, broker, bancassurance violating any of the provisions of this Minister of Finance Regulation shall be punished by a fine of not less than _____Rp nor more than ______Rp for each offense.
[bookmark: _Toc306867971][bookmark: _Toc306868112]Chapter 11–Transitional Provisions
No comments
[bookmark: _Toc306867972][bookmark: _Toc306868113]Chapter 12–Closing Provisions
No comments. 
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[bookmark: _Toc306867973][bookmark: _Toc306868114]3. Alternative Approach
In most jurisdictions, during the company licensing process, companies request various lines of authority (business) and the insurance department performs the requisite examination or evaluation of the company’s capital, technical expertise governance or risk management process, and resource adequacy. Business plans that include the distribution model, target market, along with 3 years of pro formas are submitted and reviewed by the Financial Department. If they deem the company suitable, authority for that business line (or multiple lines) is granted. Subsequent to the license for the particular line being granted, the company then submits its forms, rules and rates for review and approval by the Product Review Department. 
Various lines of authorities or business include:
Life Insurance
Individual and group life contracts (term, whole, universal, credit life)
Accident and Health 
Annuities
Variable Life
Variable Annuity
Long Term Care
General Insurance
Fire
Allied Lines
Multi-Peril Crop
Flood
Farm owners Multi-Peril
Homeowners Multi-Peril
Commercial Multi-Peril (liability portion)
Commercial Multi-Peril (non liability portion)
Ocean Marine
Inland Marine
Medical Malpractice/Medical Liability – Occurrence
Medical Malpractice/Medical Liability – Claims Made
Earthquake
Accident & Health
Worker’s Compensation
Other Liability
Product Liability – Occurrence
Product Liability – Claims Made
Personal Automobile (Full Coverage)
Commercial Auto
Aircraft (All Perils)
Fidelity
Surety
Glass
Burglary and Theft
Boiler and Machinery
Credit
Warranty
Financial Guaranty or Mortgage Guaranty
Title
The reason jurisdictions separate the two reviews (authority for a line of business from product and rate approval) for two reasons. First, the competencies of the staff for the two areas are different (financial expertise is required to evaluate a company’s assumptions and business plans necessary for licensure where as the review of product language (forms) compliance with law, the adequacy of its rates, and a review of the advertising, marketing or illustrative brochures requires legal and actuarial expertise) and secondly, and equally importantly the time frames for both reviews are different. It is not uncommon for the business line licensing review to take 60-90 days where the product review is a much quicker turnaround of 15-30 days. 
By placing the review of a company’s capital adequacy (including the reasonableness of the assumptions used in the business plan), evaluation of company’s technical expertise and resource adequacy, review of all the procedure manuals and proof of corporate governance process in developing these New Products as well as reviewing the form language in the products themselves along with the assumptions that form the basis of the rate and the advertising or illustrative brochures that will be used in the sale of these products in the 14 day review period that is now used to review amended products, is not a sufficient amount of time to perform a thorough review. 
For this reason it is advisable to separate the reviews – authorization to write the line of business from the review of the product language, advertising or illustrative brochures, and rate into two consecutive steps, each with their own timeframes. If that is not possible, the other choice is to extend the timeline of the entire review period well beyond 14 days to 60 or 90. 

[bookmark: _Toc306867974][bookmark: _Toc306868115]4. Data to Collect at Time of Application
Regardless of whether the Line of Business/New Product application is done as a two-step or single step process, the insurance bureau is going to want to review the following  (some of these items are in the current draft in general terms and I have added more specificity, other items were omitted):
Key personnel are critical for New Products or Lines of Business. It is not uncommon for key personnel to leave after the company has been granted a New Product registration or Line of Business authorization. Government should have a requirement for companies to inform them within 30 days of any change to key personnel. It is preferable that this requirement be included in a licensing regulation instead of a regulation governing review of products.
To review the company’s sales department and procedures, the company should be required to submit an explanation of the compensation and control to be provided by the applicant to its agents, brokers, or sales personnel. They should submit sample copies of any agreements entered into between the applicant and any of its agents or brokers, banks or other distribution arrangements (leasing cos.).
I suggest that as part of the documents required to be filed for approval of registration, the company provide a detailed description of the advertising that will be used to market its products in each location.(in case they tailor their advertising material by location). 
They should have to supply a complete set of all sales material including the sales manual, all company instructional material, brochures, illustrations, diagrams, literature, “canned” sales talks, and telemarketing scripts, and they should be required to include a detailed explanation as to how the applicant will develop, purchase, control and supervise its advertising.
They should have to explain in detail how (a) the applicant’s policies will be underwritten, including the issuance of policies and endorsements (b) policies will be cancelled and (c) premiums and other funds will be handled. Identify the entity (if a third party provide how they will be compensated,  supervised or controlled by the company, if an individual within the company include their qualifications) that will perform each of these functions. Describe how the personnel will be trained, supervised, and compensated. 
Explain in detail how the applicant will adjust and pay claims. Identify the entity what will perform the applicant’s claims adjusting and claims payment functions. Describe how you will train, supervise and compensate the personnel handling claims adjusting and claims payment will be trained, supervised and compensated. If personnel for claims adjusting or claims payment will be shared with another entity or another entity will be performing the applicant’s claims adjusting and claims payment, please explain this arrangement, including any affiliation with the applicant, and provide a copy of the agreement for this service. 
Company should be required to provide detailed information as to how and by whom claim reserves will be set and modified. And should disclose if any representative is given discretion as to the settlement or adjustment of claims under life or disability policies, whether in direct negotiation with the claimant or in supervision of the person negotiating, a compensation which is in any way contingent upon the amount of settlement of such claims? 
If applicant is applying for authority to write Variable Annuities, provide the following:
a)	Copy(ies) of any third party management or service contracts
b)	Commission schedules
c)	Five-year sales and expense projections
d)	A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which the insurer will bear under the contract 
e)	Statement of the investment policy of the separate account
f)	Copy of the variable annuity prospectus as filed with the SEC (Authority that regulates securities in US) unless the separate account is not required to file a registration under the federal securities law
h)	Copy(ies) of the variable annuity contract(s) and application(s)
i)	A description of any investment advisory services contemplated relating to Separate Accounts
j)	Board of Directors resolution authorizing the creation of the separate account
If applicant is applying for authority to write Variable Life Insurance, provide the following:
a)	Copy(ies) of variable life policy(ies) the company intends to issue
b)	Name and experience of person(s) or firm(s) proposed to supply consulting, investments, administrative, custodial or distribution services to the company
c)	Disclose whether each investment advisor i) is registered under the Investment Advisers Act of 1940, or ii) is an investment manager under the Employee Retirement Income Security Act of 1974
d)	Copy of the variable life prospectus as filed with the SEC (Authority that regulates securities in US) unless the separate account is not required to file a registration under the federal securities law
e)	Statement of the investment policy of any separate account, and the procedures for changing such policy
g)	A statement from the insurer's actuary describing reserving procedures including the mortality and expense risks which the insurer will bear under the contract
h)	Standards of suitability or conduct regarding sales to policyholders
i)	Statement specifying the standards of conduct with respect to the purchase or sale of investments of separate accounts (i.e. Board resolution)
j)	Board of Directors resolution authorizing the creation of the separate account
I suggest that the applicant be required to document its current and expected competition (both regionally and nationally) for this product
Produce a business plan that includes three years of pro forma financials (balance sheet, income statement, cash flow statement, detailed explanation of all assumptions used in developing this business plan.
It is a good practice to ask to see some stress testing or scenarios for the business plan that show the impact of changed assumptions by 5%, 10%, 15%, 20% and 25%.
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[bookmark: _Toc306867975][bookmark: _Toc306868116]5. Statutory and Regulatory Line of Business and Product Requirements
It is common in other jurisdictions to have laws that govern minimum requirements or language that must be contained in all products and rules that govern the rates. If this does not exist in Indonesia, the insurance bureau may want to do a peer analysis with Singapore, Malaysia, Thailand, Vietnam and other area countries. Additionally, consulting with the Indonesian Actuarial Board on what is the appropriate for the Indonesian market would be advisable. Below are common statutory requirements for insurance companies to either include in product form language or follow as a condition to sell the product, giving the US regulator the legal basis to demand documentation from companies and deny approval for marketing the product. These may need to be modified to fit the needs of the current market. 
1. Definition of "Life insurance" 
Every insurance upon the lives of human beings and every insurance appertaining to that life, including the granting of endowment benefits, additional benefits in the event of death by accident, additional benefits to safeguard the contract from lapse, accelerated payments of part or all of the death benefit, or a special surrender value upon diagnosis of terminal illness, defined as a life expectancy of twelve (12) months or less, or of a medical condition requiring extraordinary medical care or treatment regardless of life expectancy, or a special surrender value upon total and permanent disability of the insured, and optional modes of settlement of proceeds. Amounts paid the insurer for life insurance and proceeds applied under optional modes of settlement or under dividend options may be allocated by the insurer to one or more separate accounts pursuant to provisions contained in the policy.
2. Right to examine and return policy (“free-look”)
Every individual life insurance policy delivered or issued for delivery in Indonesia and every individual annuity contract delivered in Indonesia shall contain a provision, or in a separate rider attached when delivered, stating in substance that the person to whom the policy or contract is issued shall be permitted to return the policy or contract within a minimum of twenty (20) days of its delivery to that person and to have a refund of the premium paid, if after examination of the policy or contract the purchaser is not satisfied with it for any reason. The provision shall be set forth in the policy or contract under an appropriate caption and, if not printed on the face page of the policy or contract, adequate notice of the provision shall be printed or stamped conspicuously on the face page. The policy or contract may be returned to the insurer at its home or branch office or to the insurance agent/agency/broker/bank through whom it was applied for, and then shall be void as from the beginning and as if the policy or contract had not been issued.
3. Grace period 
A provision that, after payment of the first premium, the policyholder is entitled to a grace period of thirty-one (31) days or of one month following any subsequent premium due date within which to make payment of the premium then due, during which grace period the policy shall continue in full force, and the policy shall further provide that if the death of the insured occurs within the grace period provided in the policy, the insurer may deduct from the policy proceeds the portion of any unpaid premium applicable to the period ending with the last day of the policy month in which such death occurred, and if the death of the insured occurs during a period for which the premium has been paid, the insurer shall add to the policy proceeds a refund of any premium actually paid for any period beyond the end of the policy month in which such death occurred, provided such premium was not waived under any policy provision for waiver of premiums benefit. This subsection shall not apply to single premium or paid-up policies.
4. Incontestability 
A provision that the policy shall be incontestable after being in force during the lifetime of the insured for a period of two (2) years from its date of issue, and that, if the policy provides that the death benefit provided by the policy may be increased, or other policy provisions changed, upon the application of the policyholder and the production of evidence of insurability, the policy with respect to each such increase or change shall be incontestable after two (2) years from the effective date of such increase or change, except in each case for nonpayment of premiums. At the option of the insurer, provisions relating to benefits for total and permanent disability and additional benefits for accidental death may be excepted.
5. Suicide Exclusion -- a provision that excludes death from suicide, sane or insane 
The suicide exclusion period for the initial coverage shall not exceed two (2) years from the date of issue of the policy. The policy may allow a separate suicide period, no greater than two (2) years from the date of any increase, for any increase in specified amount that was requested by the owner and subject to evidence of insurability. The suicide limitation shall be limited to the amount of the increase. At a minimum, a refund of all premiums paid, less dividends paid, any indebtedness and any partial withdrawals, shall be paid by the company in the event of death by suicide during the initial suicide exclusion period. For each increase in specified amount, the settlement for suicide shall be the return of all premium paid, reduced as specified above for the initial coverage, applicable to the increased amount.
6. Provisions governing Policy Loans and allowable interest rates that can be charged
(1)(i) A provision permitting a maximum interest rate of not more than ____ percent (___%) per annum; or
(ii) A provision permitting an adjustable maximum interest rate established from time to time by the life insurer as permitted by law.
(2) The rate of interest charged on a policy loan made under paragraph (1)(ii) of this subsection shall not exceed the higher of the following:
 (i) The published monthly average for the calendar month ending two (2) months before the date on which the rate is determined; or
 (ii) The rate used to compute the cash surrender values under the policy during the applicable period plus one percent (1%) per annum.
(3) If the maximum rate of interest is determined pursuant to paragraph (1)(ii) of this subsection, the policy shall contain a provision setting forth the frequency at which the rate is to be determined for that policy.
(4) The maximum rate for each policy must be determined at regular intervals at least once every twelve (12) months, but not more frequently than once in any three (3) month period. At the intervals specified in the policy:
(i) The rate being charged may be increased when an increase as determined under subdivision (2) of this subsection would increase that rate by one half of one percent (.5%) or more per annum;
(ii) The rate being charged must be reduced when a reduction as determined under subdivision (2) of this subsection would decrease that rate by one half of one percent (.5%) or more per annum.
(5) The life insurer shall:
(i) Notify the policyholder at the time a cash loan is made of the initial rate of interest on the loan;
(ii) Notify the policyholder with respect to premium loans of the initial rate of interest on the loan as soon as it is reasonably practical to do so after making the initial loan. Notice does not need to be given to the policyholder when a further premium loan is added, except as provided in paragraph (iii) of this subdivision;
(iii) Send to policyholders with loans reasonable advance notice of any increase in the rate; and
(iv) Include in the notices required in this subdivision the substance of the pertinent provisions of subdivisions (1) and (3) of this subsection.
(6) No policy shall terminate in a policy year as the sole result of a change in the interest rate during that policy year, and the life insurer shall maintain coverage during that policy year until the time at which it would have terminated if there had been no change during that policy year.
(7) The substance of the pertinent provisions of subdivisions (1) and (3) of this subsection shall be set forth in the policies to which they apply.
(8) For purposes of this section:
(i) The rate of interest on policy loans permitted under this section includes the interest rate charged on the reinstatement of policy loans for the period during and after any lapse of a policy;
(ii) "Policy loan" includes any premium loan made under a policy to pay one or more premiums that were not paid to the life insurer as they became due;
(iii) "Policyholder" includes the owner of the policy or the person designated to pay premiums as shown on the records of the life insurer; and
(iv) "Policy" includes annuity contracts that provide for policy loans.
(9) No other provision of law shall apply to policy loan interest rates unless made specifically applicable to those rates.
7. Terms to be stated in policy -- Rebates prohibited (identical section exists for property and casualty insurance corporations)
(a) No life insurance corporation doing business in this state, nor any insurance agent/agency/broker/bank/other authorized seller of insurance products, shall permit, offer, or make any contract of insurance or agreement as to any contract other than as plainly expressed in the policy issued on the contract or agreement; nor shall any company or any officer, agent/agency/broker/bank/other authorized seller of insurance products, or representative of the company or agent/agency/broker/bank/other authorized seller of insurance products, allow, or give, or offer to pay, allow, or give, directly or indirectly, as inducement to any person to insure, or give, sell, or purchase, or offer to give, sell, or purchase as an inducement or in connection with any insurance, any stocks, bonds, or other securities of any insurance company or other corporation, association, or partnership, or any dividends or profits accruing on the securities, or any valuable consideration or inducement of any kind not specified in the policy, nor shall any person knowingly receive as an inducement any rebate of premium, or any special favor or advantage in the dividends or other benefits, or any paid employment or contract for services of any kind, or any valuable consideration or inducement of any kind, not specified in the policy.
(b) Nothing in this section shall be construed to forbid a company transacting industrial insurance on a weekly payment plan from returning to policyholders who have made premium payments for a period of at least one year, directly to the company at its home or district offices, a percentage of the premium which the company would have paid for the weekly collection of the premiums.
8. Physical exam by insurance company 
Any applicant for life insurance with any company organized or doing business within this state shall be provided, upon request, any and all medical reports by a physician or other medical personnel that were performed at the request or the direction of that company. These reports shall only be provided to a physician of the applicant's choice whether the applicant receives a rating or rejection from a company and the provisions of this section shall also apply to medical examinations performed pursuant to applications for an increase in insurance coverage.
9. Interest upon proceeds of life insurance policies 
An insurer of a life insurance contract or annuity contract shall pay to the beneficiary or policyholder, respectively, interest on the proceeds at the rate of ____ percent (___%) per annum from the date of the death of an insured or annuitant in connection with a death claim on a life insurance policy or annuity contract and from the date of maturity of an endowment contract to the date of payment and the interest shall be added to and be a part of the total sum paid.
10. Nonforfeiture benefits 
(a) Policies issued on and after ______ (date), shall not be delivered or issued for delivery in this state unless they shall contain in substance the following provisions, or corresponding provisions which in the opinion of the commissioner of insurance are at least as favorable to the defaulting or surrendering policyholder as are the minimum requirements specified in this chapter:
(1) That in the event of default in any premium payment, the insurance company will grant, upon proper request not later than sixty (60) days after the due date of the premium in default, a paid up nonforfeiture benefit on a plan stipulated in the policy, effective as of the due date, of the amount as specified in this chapter. In lieu of the stipulated paid up nonforfeiture benefit, the insurance company may substitute, upon proper request not later than sixty (60) days after the due date of the premium in default, an actuarially equivalent alternative paid up nonforfeiture benefit which provides a greater amount or longer period of death benefits or, if applicable, a greater amount or earlier payment of endowment benefits;
(2) That upon surrender of the policy within sixty (60) days after the due date of any premium payment in default after premiums have been paid for at least three (3) full years in the case of ordinary insurance or five (5) full years in the case of industrial insurance, the insurance company will pay, in lieu of any paid up nonforfeiture benefit, a cash surrender value of an amount as specified in this chapter;
(3) That a specified paid up nonforfeiture benefit shall become effective as specified in the policy unless the person entitled to make an election elects another available option not later than sixty (60) days after the due date of the premium in default;
(4) That if the policy shall have become paid up by completion of all premium payments or if it is continued under any paid-up nonforfeiture benefit which became effective on or after the third policy anniversary in the case of ordinary insurance or the fifth policy anniversary in the case of industrial insurance, the insurance company will pay, upon surrender of the policy within thirty (30) days after any policy anniversary, a cash surrender value of an amount as specified in this chapter;
(5) In the case of policies which cause, on a basis guaranteed in the policy, unscheduled changes in benefits or premiums or which provide an option for changes in benefits or premiums other than a change to a new policy, a statement of the mortality table, interest rate, and method used in calculating cash surrender values and the paid up nonforfeiture benefits available under the policy. In the case of all other policies, a statement of the mortality table and interest rate used in calculating the cash surrender values and the paid up nonforfeiture benefits available under the policy, together with a table showing the cash surrender value, if any, and paid up nonforfeiture benefit, if any, available under the policy on each policy anniversary either during the first twenty (20) policy years or during the term of the policy, whichever is shorter; the values and benefits to be calculated upon the assumption that there are no dividends or paid up additions credited to the policy and that there is no indebtedness to the insurance company on the policy; and
(6) A statement that the cash surrender values and the paid up nonforfeiture benefits available under the policy are not less than the minimum values and benefits required by or pursuant to the insurance law of the state in which the policy is delivered; an explanation of the manner in which the cash surrender values and the paid up nonforfeiture benefits are altered by the existence of any paid up additions credited to the policy or any indebtedness to the insurance company on the policy; if a detailed statement of the method of computation of the values and benefits shown in the policy is not stated in the policy, a statement that the method of computation has been filed with the insurance supervisory official of the state in which the policy is delivered; and a statement of the method to be used in calculating the cash surrender value and a paid up nonforfeiture benefit available under the policy on any policy anniversary beyond the last anniversary for which the values and benefits are consecutively shown in the policy.
(b) Any of the provisions of subsection (a) not applicable by reason of the plan of insurance may, to the extent inapplicable, be omitted from the policy.
(c) The insurance company shall reserve the right to defer the payment of any cash surrender value for a period of six (6) months after demand for the payment with surrender of the policy.
11. Computation of cash surrender value 
(a) Any cash surrender value available under the policy in the event of default in a premium payment due on any policy anniversary shall be an amount not less than the excess, if any, of the present value, on the anniversary, of the future guaranteed benefits which could have been provided for by the policy, including any existing paid up additions, if there had been no default, over the sum of:
(1) The then present value of the adjusted premiums corresponding to premiums which would have fallen due on and after the anniversary; and
(2) The amount of any indebtedness to the insurance company on the policy.
(b) For any policy which provides supplemental life insurance or annuity benefits at the option of the insured and for an identifiable additional premium by rider or supplemental policy provision, the cash surrender value referred to in subsection (a) shall be an amount not less than the sum of the cash surrender value as defined in subsection (a) for a similar policy issued at the same age without the rider or supplemental policy provision and the cash surrender value as defined in subsection (a) for a policy which provides only the benefits provided by the rider or supplemental policy provision.
(c) For any family policy which defines a primary insured and provides term insurance on the life of the spouse of the primary insured expiring before the spouse's attaining age seventy-one (71), the cash surrender value referred to in subsection (a) of this section shall be an amount not less than the sum of the cash surrender value as defined in subsection (a) for a similar policy issued at the same age without the term insurance on the life of the spouse and the cash surrender value as defined in subsection (a) for a policy which provides only the benefits provided by the term insurance on the life of the spouse.
(d) Any cash surrender value available within thirty (30) days after any policy anniversary under any policy paid up by completion of all premium payments or any policy continued under any paid up nonforfeiture benefit shall be an amount not less than the present value, on the anniversary, of the future guaranteed benefits provided for by the policy, including any existing paid-up additions, decreased by any indebtedness to the insurance company on the policy.
12. Disclosure of limited death benefits 
Any contract that does not provide cash surrender benefits or does not provide death benefits at least equal to the minimum nonforfeiture amount prior to the commencement of any annuity payments shall include a statement in a prominent place in the contract that those benefits are not provided.
13. Rate standards 
(a) Requirements. Rates shall not be excessive, inadequate, or unfairly discriminatory.
(b) Excessiveness. A rate is excessive if it is likely to produce an underwriting profit that is unreasonably high for the class of business or if expenses are unreasonably high in relation to services rendered. Evidence that a reasonable degree of competition exists with respect to the classification to which a rate is applicable shall be considered as material evidence that a rate is not excessive.
(c) Inadequacy. A rate is not inadequate unless the rate is clearly insufficient to sustain projected losses and expenses in the class of business to which it applies and the use of the rate has or, if continued, will have the effect of substantially lessening competition or the tendency to create monopoly in any market.
(d) Unfair discrimination. Unfair discrimination exists if, after allowing for practical limitations, price differentials fail to reflect equitably the differences in expected losses and expenses. Rates are not unfairly discriminatory because different premiums result for policyholders with like loss exposures but different expense factors, or like expense factors but different loss exposures, so long as the rates reflect the differences with reasonable accuracy. A rate is not unfairly discriminatory if it is averaged broadly among persons insured under a group, franchise, or blanket policy or a mass marketed plan. As used in this subsection, a "mass marketed plan" means a method of selling property liability insurance in which: (1) the insurance is offered to employees of particular employers or to members of particular associations or organizations, or to persons grouped in other ways, except groupings formed principally for the purpose of obtaining the insurance; and (2) the employer, association or other organization, if any, has agreed to, or affiliated itself with, the sale of the insurance to its employees or members.
(e) Rating methods. In determining whether rates comply with the rating standards, the following criteria shall apply:
(1) Basic factors in rates. Due consideration shall be given to past and prospective loss and expense experience within and outside of this state, to catastrophic hazards and contingencies, to events or trends within and outside of this state, to loadings for leveling premium rates over time or for dividends or savings to be allowed or returned by insurers to their policyholders, members or subscribers, and to all other relevant factors, including judgment;
(2) Classification. Risks may be classified in any reasonable way for the establishment of rates except that no risks may be grouped by classifications based in whole or in part on race, color, creed, religion, or national origin of the risk. Rates may be modified for individual risks in accordance with rating plans or schedules that provide for recognition of probable variations in hazards, expenses, or both;
(3) Expenses. The expense provisions included in the rates to be used by an insurer shall reflect the operating methods of the insurer and, so far as it is credible, its own actual and anticipated expense experience;
(4) Profits. The rates may contain provision for contingencies and an allowance permitting a reasonable profit. In determining the reasonableness of the profit allowance, consideration should be given to all investment income attributable to premiums and the reserves associated with those premiums.
(f) Premiums. 
(1) No insurer subject to this chapter shall issue a policy of insurance with a premium developed in a manner inconsistent with the provisions of this section;
(2) No insurer may make any adjustment to the full manual premium developed for any risk without adequate justification for that adjustment. An adjustment will be presumed to be adequately justified if:
(i) It is applied in a manner consistent with the insurance company's filed rates and supplementary rate information; and
(ii) The insurance company's files contain adequate documentation of the facts supporting the adjustment;
(3) A misclassification of a risk shall be considered an adjustment without adequate justification;
(4) Each insurance company shall maintain reasonable records of the information collected or used by it in developing the premium charged for any risk so that the records will be available to enable the director to verify compliance with this section;
(5) If the director, after a hearing, finds that an insurer has violated the provisions of this subsection, he or she shall, in addition to any other penalties provided by law, impose upon the insurer a civil penalty equal to the difference between the premiums charged and those which would have been charged without the application of inadequately justified adjustments. If a finding has been made, after a hearing, that the insurer knowingly, or with such frequency as to indicate a general business practice, violated the provisions of this subsection, the director may also suspend the insurance company's authority to do business in the class in which the provisions of this subsection have been violated.
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[bookmark: _Toc306867976][bookmark: _Toc306868117]6. Regulating the Conduct of the Insurance Industry
I recommend that the insurance bureau consider issuing a regulation that governs the practices of all insurance companies, their products and the actions of all agents/agencies/producers or other authorized representatives. I have provided language of what is used in US, but this should be tailored to what is appropriate for this market. I would recommend a review of peer country laws and regulations be done by the insurance bureau before adopting this approach but the advantage is that it locates in one regulation guidelines and requirements that govern all aspects of an insurer’s application, advertising, marketing and sales, underwriting and claims payment practices and procedures. 
[bookmark: _Toc306867977][bookmark: _Toc306868118]Regulation on Unfair Methods of Competition and Unfair or Deceptive Acts or Practices 
The purpose of this chapter is to regulate trade practices in the business of by defining, or providing for the determination of, all trade practices in this state which constitute unfair methods of competition or unfair or deceptive acts or practices, and by prohibiting the trade practices so defined or determined. Nothing in this chapter shall be construed to create or imply a private cause of action for a violation of this chapter.
No person shall engage in this state in any trade practice which is defined in this chapter as, or determined pursuant to this chapter to be, an unfair method of competition or an unfair or deceptive act or practice in the business of insurance.
The following are defined as unfair methods of competition and unfair and deceptive acts or practices in the business of insurance:
 (1) Misrepresentations and false advertising of policies or contracts. Making, issuing, circulating, or causing to be made, issued, or circulated, any estimate, illustration, circular, or statement, sales presentation, omission, or comparison misrepresenting the terms of any policy issued or to be issued or the benefits, conditions, or advantages promised by any policy or the dividends or share of the surplus to be received on any policy, or making any false or misleading statement as to the dividends or share of surplus previously paid on any policy, or making any misleading representation or any misrepresentation as to the financial condition of any insurer, or as to the legal reserve system upon which any life insurer operates, or using any name or title of any policy or class of policies misrepresenting the true nature of that policy or class of policies, or making any misrepresentation to any policyholder insured in any company including any intentional misquote of a premium rate, for the purpose of inducing or tending to induce the policyholder to lapse, forfeit, or surrender his or her insurance, or misrepresenting for the purpose of effecting a pledge or assignment of or effecting a loan against any policy, or misrepresenting any policy as being share or stock;
   (2) False information and advertising generally. Making, publishing, disseminating, circulating, or placing before the public or causing, directly or indirectly, to be made, published, disseminated, circulated, or placed before the public in a newspaper, magazine, or other publication, or in the form of a notice, circular, pamphlet, letter, or poster, or over any radio or television station, or on the internet, or in any other way, an advertisement, announcement, or statement containing any assertion, representation, or statement with respect to the business of insurance or with respect to any person in the conduct of his or her insurance business which is untrue, deceptive, or misleading;
   (3) Defamation. Making, publishing, disseminating, or circulating, directly or indirectly, or aiding, abetting, or encouraging the making, publishing, disseminating, or circulating of any oral or written statement or any pamphlet, circular, article of literature which is false or maliciously critical of or derogatory to the financial condition of an insurer, and which is calculated to injure any person engaged in the business of insurance;
   (4) Boycott, coercion, and intimidation. Entering into any agreement to commit, or by any concerted action committing, any act of boycott, coercion, or intimidation resulting in or tending to result in unreasonable restraint of, or monopoly in, the business of insurance;
   (5) (i) False financial statements. Knowingly filing with any supervisory or other public official, or knowingly making, publishing, disseminating, circulating, or delivering to any person, or placing before the public or causing directly or indirectly, to be made, published, disseminated, circulated, delivered to any person, or placed before the public any false material statement of financial condition of an insurer; or
      (ii) Knowingly making any false entry of a material fact in any book, report, or statement of any insurer or knowingly omitting to make a true entry of any material fact pertaining to the business of the insurer in any book, report, or statement of the insurer;
   (6) Stock operations and advisory board contracts. Issuing or delivering or permitting agents, officers, or employees to issue or deliver agency company stock or other capital stock, or benefit certificates or shares in any common law corporation, or securities of any special or advisory board contracts or other contracts of any kind promising returns and profits as an inducement to insurance;
   (7) (i) Unfair discrimination. Making or permitting any unfair discrimination between individuals of the same class and equal expectation of life in the rates charged for any policy of life insurance or of life annuity or in the dividends or other benefits payable on any such policy or life annuity, or in any other of the terms and conditions of the policy; or
      (ii) Making or permitting any unfair discrimination between individuals of the same class and of essentially the same hazard in the amount of premium, policy fees, or rates charged for any policy or contract of accident or health insurance or in the benefits payable under any policy or contract, or in any of the terms or conditions of that policy, or in any other manner;
      (iii) Making or permitting any unfair discrimination between individuals or risks of the same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or limiting the amount of insurance coverage on a property or casualty risk because of the geographic location of the risk, unless:
         (A) The refusal, cancellation, or limitation is for a business purpose that is not a pretext for unfair discrimination; or
         (B) The refusal, cancellation, or limitation is required by law or regulation;
      (iv) Making or permitting any unfair discrimination between individuals or risks of the same class and of essentially the same hazards by refusing to issue, refusing to renew, canceling, or limiting the amount of insurance coverage on a residential property risk, or the personal property contained in the residential property risk, because of the age of the residential property, unless:
         (A) The refusal, cancellation, or limitation is for a business purpose that is not a pretext for unfair discrimination; or
   (8) (i) Rebates. Except as otherwise expressly provided by law, knowingly permitting or offering to make or making any policy or agreement as to the policy other than as plainly expressed in the policy issued on it, or paying or allowing or giving or offering to pay, allow, or give, directly or indirectly, as inducement to the policy, any rebate of premiums payable on the policy, or any special favor or advantage in the dividends or other benefits on the policy, or any valuable consideration or inducement not specified in the policy, or giving, selling, or purchasing or offering to give, sell, or purchase as inducement to the policy, or in connection with the policy, any stocks, bonds, or other securities of any insurance company or other corporation, association, or partnership, or any dividends or profits accrued on the security, or anything of value not specified in the policy;
      (ii) Nothing in subdivision (7) of this section or paragraph (i) of this subdivision shall be construed as including within the definition of discrimination or rebates any of the following practices:
         (A) In the case of any contract of life insurance policies or life annuity, annuities paying bonuses to policyholders or abating their premiums in whole or in part out of surplus accumulated from nonparticipating insurance; provided, that any bonuses or abatement of premiums shall be fair and equitable to policyholders and for the best interests of the company and its policyholders;
         (B) Readjustment of the rate of premium for a group insurance policy based on the loss or expense experience under it, at the end of the first or any subsequent policy year of insurance under the policy, which may be made retroactive only for the policy year;
   (9) Notice of free choice of insurance producer or insurer. Every debtor, borrower, or purchaser of property with respect to which insurance of any kind on the property is required in connection with a debt or loan secured by the property or in connection with the sale of the property, shall be informed in writing by the builder, creditor, lender, or seller, of his or her right of free choice in the selection of the insurance producer and insurer through or by which the insurance is to be placed. There shall be no interference, either directly or indirectly, with the borrower's, debtor's, or purchaser's free choice of an insurance procedure and of an insurer which complies with the requirements of this section, and the builder, creditor, lender, seller, owner, or contractor shall not refuse the policy tendered by the borrower, debtor, purchaser, contractor, or subcontractor. Upon notice of any refusal of the tendered policy, the insurance commissioner shall order the builder, creditor, lender, seller, owner, or contractor to accept the tendered policy, if the commissioner determines that the refusal is not in accordance with the requirements of this section. Failure to comply with an order of the insurance commissioner shall be deemed a violation of this section;
   (10) Failure to maintain complaint handling procedures. No insurer shall fail to maintain a complete record of all the complaints it received since the date of its last examination pursuant to the general laws providing for examination of insurers. This record shall indicate the total number of complaints, their classification by line of insurance, the nature of each complaint, the disposition of each complaint, and the time it took to process each complaint. For the purposes of this subsection, "complaint" means any written communication primarily expressing a grievance;
   (11) Misrepresentation in insurance applications. Making false or fraudulent statements or representations on or relative to an application for a policy, for the purpose of obtaining a fee, commission, money, or other benefit from any insurers, insurance producer, or individual person; and
    Whenever the insurance commissioner shall have reason to believe that any person engaged in the business of insurance in this state has been engaged or is engaging in this state in any unfair method of competition or any unfair or deceptive act or practice, whether or not defined in this chapter, and that a proceeding by the commissioner in respect to the act or practice would be to the interest of the public, the commissioner shall issue and serve upon the person a statement of the charges in that respect and a notice of a hearing on the charges requiring the person to appear in person at a time and place fixed in the notice which shall not be less than ten (10) days after the date of the service of the notice, and notifying the person of his or her right to be represented by counsel at the hearing.
     If after a hearing the insurance commissioner shall determine that the method of competition or the act or practice in question is unfair and that the person complained of has engaged in a method of competition, act, or practice in violation of this chapter, the commissioner shall reduce his or her findings to writing and shall issue and cause to be served upon the person charged with the violation an order requiring the person to cease and desist from engaging in the method of competition, act, or practice. The commissioner may, at the commissioner's discretion order: (1) payment of a monetary penalty of not more than five thousand dollars ($ 5,000) for each violation, but not to exceed an aggregate penalty of one hundred thousand dollars ($ 100,000), unless the violation was committed flagrantly in a conscious disregard of this chapter, in which case the penalty shall not be more than twenty-five thousand dollars ($ 25,000) for each violation not to exceed an aggregate penalty of two hundred fifty thousand dollars ($ 250,000); or (2) suspension or revocation of the insurer's license if the insurer knew or reasonably should have known that it was in violation of this chapter.
   Any person who violates a cease and desist order of the insurance commissioner after it has become final, and while the order is in effect, shall, upon proof of the violation to the satisfaction of the court, forfeit and pay to the state a sum not to exceed twenty-five thousand dollars ($ 25,000), which may be recovered in a civil action, except that, if the violation is found to be willful, the amount of the penalty shall be a sum not to exceed two hundred fifty thousand dollars ($ 250,000).
     Any person who violates a cease and desist order of the insurance commissioner after it has become final, and while the order is in effect, may after notice and hearing and upon order of the commissioner, be subject at the discretion of the commissioner to suspension or revocation of the insurer's license.
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[bookmark: _Toc306867978][bookmark: _Toc306868119]7. Life Insurance Disclosure, Illustrative Brochures, and Suitability Requirements
I strongly recommend that the insurance department consult with the Indonesian Actuarial Society to gather their input and suggestion for the content of the Life Disclosure, Advertising/Illustrative Brochures, and Suitability. I have included language from the US, but this language may not match the products being sold in the Indonesian market. The language I have provided, will allow the department to tailor it to meet the needs of the products being marketed in Indonesia as the form and content of the regulation meets international best practice standards. 
I also suggest that the sections on Disclosure, Advertising/Illustrative Brochure, and Suitability be broken into separate regulations. Each is an important regulation and is better on its own, than in a regulation dealing with New Product Registration. Also by putting these important issues in a regulation on New Product Registration, it could limit its applicability to any existing insurance company products.
[bookmark: _Toc306867979][bookmark: _Toc306868120]Regulation on Life Insurance Disclosure
Purpose
The purpose of this Regulation is to require insurers to deliver to purchasers of life insurance, information which will improve the buyer’s ability to select the most appropriate plan of life insurance for his needs and improve the buyer’s understanding of the basic features of the policy which has been purchased or which is under consideration.
This Regulation does not prohibit the use of additional material which is not in violation of this regulation or any other statute or regulation.
Scope
Except for exemptions specified below, this Regulation shall apply to any solicitation, negotiation or procurement of life insurance occurring within this state. This Regulation shall apply to all issuers of life insurance contracts.
This regulation shall not apply to:
1. Individual and group annuity contracts;
2. Credit life insurance;
3. Group life insurance;
4. Life insurance policies issued in connections with pension and welfare plans
5. Variable life insurance under which the amount or duration of the life insurance varies according to the investment experience of a separate account.
Definitions
“Buyer’s Guide” means a Life Insurance Buyer’s Guide that has been provided to the industry by the Insurance Department.
“Current scale of nonguaranteed elements” means a formula or other mechanism that produces values for an illustration as if there is no change in the basis of those values after the time of illustration,
“Generic Name” means a short title which is descriptive of the premium and benefit patterns of a policy or a rider.
“Policy data” means a display or schedule of numerical values, both guaranteed and nonguaranteed for each policy year or a series of designated policy years of the following information:  illustrated annual, other periodic, and terminal dividends; premiums; death benefits; cash surrender values and endowment benefits.
“Policy Summary” means a written statement describing the elements of the policy including but not limited to:
1. A prominently placed title as follows:  STATEMENT OF POLICY COST AND BENEFIT INFORMATION
2. The name and address of the insurance agent, or, if no agent is involved, a statement of the procedure to be followed in order to receive responses to inquiries regarding the Policy Summary.
3. The full name and home office or administrative office address of the company in which the life insurance policy is to be or has been written.
4. The Generic Name of the basic policy and each rider.
5. The following amounts, where applicable, for the first five (5) policy years and representative policy years thereafter sufficient to clearly illustrate the premium and benefit patterns, including at least one (1) age from sixty (60) through sixty-five (65) and policy maturity:
a. The annual premium for the basic policy
b. The annual premium for each optional rider
c. The amount payable upon death at the beginning of the policy year regardless of the cause of death, other than suicide or other specifically enumerated exclusions, which is provided by the basic policy and each optional rider, with benefits provided under the basic policy and each rider shown separately
d. The total guaranteed cash surrender values at the end of the year with values shown separately for the basic policy and each rider, and
e. Any endowment amounts payable under the policy that are not included under guaranteed cash surrender values above.
6. The effective policy loan annual percentage rate, if the policy contains this provision, specifying whether this rate is applied in advance or in arrears. If the policy loan interest rate is adjustable, the Policy Summary shall also indicate that the annual percentage rate will be determined by the company in accordance with the provisions of the policy and applicable law
7. The date on which the Policy Summary is prepared
Duties of Insurers
The insurer shall provide, to all prospective purchasers, a Buyer’s Guide and prior to accepting the applicant’s initial premium or premium deposit. However if the policy for which application is made contains an unconditional refund provision of at least ten (10) days, the Buyer’s Guide must be delivered with the policy or prior to delivery of the policy. 
The insurer shall provide a policy summary to prospective purchasers where the insurer has identified the policy form as one that will not be marketed with an illustration. The policy summary shall show guarantees only. It shall consist of a separate document with all required information set out in a manner that does not minimize or render any portion of the summary obscure. Any amounts that remain level for two (2) or more years of the policy may be represented by a single number if it is clearly indicated what amounts are applicable for each policy year. Amounts shall be listed in total, not on a per thousand or per unit basis. If more than one insured is covered under one policy or rider, death benefits shall be displayed separately for each insured or for each class of insureds if death benefits do not differ within the class. Zero amounts shall be displayed as a blank space. Delivery of the policy summary shall be consistent with the time for delivery of the Buyer’s Guide.
If a life insurance company changes its methods of determining scales of nonguaranteed elements on existing policies, it shall, no later than when the first payment is made on the new basis, advise each affected policy owner residing in this state of this change and of its implication on affected policies. This requirement shall not apply to policies for which the amount payable upon death under the basic policy as of the date when advice would otherwise be required does not exceed $5000.
If the insurer makes a material revision in the terms and conditions under which it will limit its right to change any nonguaranteed factor; it shall, no later than the first policy anniversary following the revision, advise each affected policy owner.
General Rules
Each insurer shall maintain at its home office or principal office, a complete file containing one (1) copy of each document authorized and used by the insurer pursuant to this regulation. Such file shall contain one (1) copy of each authorized form for a period of three (3) years following the date of its last authorized use unless otherwise provided by this regulation.
An agent shall inform the prospective purchaser, prior to commencing a life insurance sales presentation, that he is acting as a life insurance agent and inform the prospective purchaser of the full name of the insurance company which he is representing to the buyer. In sales situations in which an agent is not involved, the insurer shall identify its full name.
An insurance producer shall not use terms such as “financial planner:, “investment advisor”, “financial consultant” or “financial counseling” in such a way as to imply that the insurance agent is primarily engaged in an advisory business in which compensation is unrelated to the sales unless such is actually the case. This provision is not intended to preclude persons who hold some form of formal recognized financial planning or consultant designation from using this designation even when they are only selling insurance. The provision also is not intended to preclude persons who are members of a recognized trade or professional association having such terms as part of its name from citing membership, providing that a person citing membership, if authorized to sell insurance products shall disclose that fact. This provision does not permit persons to charge an additional fee for services that are customarily associated with the solicitation, negotiation, or servicing of policies.
Any reference to nonguaranteed elements must include a statement that the item is not guaranteed and is based on the company’s current sale of nonguaranteed elements (use appropriate special term such as “current dividend” or “current rate” scale). If a nonguaranteed element would be reduced by the existence of a policy loan, a statement to that effect shall be included in any reference to nonguaranteed elements. 
Failure to Comply
Failure of an insurer to provide or deliver a Buyer’s Guide, an in-force illustration, a Policy Summary or policy data shall constitute an omission which misrepresents the benefits, advantages, conditions or terms of an insurance policy (see Unfair Trade Practices Regulation)
Effective Date
This Regulation shall apply to all solicitations of life insurance that commence on or after (date). 
[bookmark: _Toc306867980][bookmark: _Toc306868121]Regulation on Policy Illustrations for Life Products
The purpose of this chapter is to provide rules for life insurance policy illustrations that will protect consumers and foster consumer education. The chapter provides illustration formats, prescribes standards to be followed when illustrations are used, and specifies the disclosures that are required in connection with illustrations. The goals of this chapter are to ensure that illustrations do not mislead purchasers of life insurance and to make illustrations more understandable. Insurers will, as far as possible, eliminate the use of footnotes and caveats and define terms used in the illustration in language that would be understood by a typical person within the segment of the public to which the illustration is directed.
Applicability and Scope 
This chapter applies to all group and individual life insurance policies and certificates except:
 (1) Variable life insurance;
 (2) Individual and group annuity contracts;
 (3) Credit life insurance; and
 (4) Life insurance policies with no illustrated death benefits on any individual exceeding ten thousand dollars ($ 10,000).
Definitions 
(a) "Actuarial standards board" means the board established by the American Academy of Actuaries to develop and promulgate standards of actuarial practice. (This should be replaced with the Indonesian Actuarial Standards Body)
(b) "Contract premium" means the gross premium that is required to be paid under a fixed premium policy, including the premium for a rider for which benefits are shown in the illustration.
(c) "Currently payable scale" means a scale of non-guaranteed elements in effect for a policy form as of the preparation date of the illustration or declared to become effective within the next ninety-five (95) days.
(d) "Disciplined current scale" means a scale of non-guaranteed elements constituting a limit on illustrations currently being illustrated by an insurer that is reasonably based on actual recent historical experience, as certified annually by an illustration actuary designated by the insurer. Further guidance in determining the disciplined current scale as contained in standards established by the [Indonesian Actuarial Standards Board] may be relied upon if the standards:
(1) Are consistent with all provisions of this chapter;
(2) Limit a disciplined current scale to reflect only actions that have already been taken or events that have already occurred;
(3) Do not permit a disciplined current scale to include any projected trends of improvements in experience or any assumed improvements in experience beyond the illustration date; and
(4) Do not permit assumed expenses to be less than minimum assumed expenses.
(e) "Generic name" means a short title descriptive of the policy being illustrated such as "whole life", "term life", or "flexible premium adjustable life".
(f) "Guaranteed elements" and "non-guaranteed elements":
(1) "Guaranteed elements" means the premiums, benefits, values, credits, or charges under a policy of life insurance that are guaranteed and determined at issue.
(2) "Non-guaranteed elements" means the premiums, benefits, values, credits, or charges under a policy of life insurance that are not guaranteed or not determined at issue.
(g) "Illustrated scale" means a scale of non-guaranteed elements currently being illustrated that is not more favorable to the policy owner than the lesser of:
(1) The disciplined current scale; or
(2) The currently payable scale.
(h) "Illustration" means a presentation or depiction that includes non-guaranteed elements of a policy of life insurance over a period of years and that is one of the three (3) types defined in subdivisions (h)(1-3):
(1) "Basic illustration" means a ledger or proposal used in the sale of a life insurance policy that shows both guaranteed and non-guaranteed elements.
 (2) "Supplemental illustration" means an illustration furnished in addition to a basic illustration that meets the applicable requirements of this chapter, and that may be presented in a format differing from the basic illustration, but may only depict a scale of non-guaranteed elements that is permitted in a basic illustration.
 (3) "In force illustration" means an illustration furnished at any time after the policy that it depicts has been in force for one year or more.
(i) "Illustration actuary" means an actuary meeting the requirements of § 27-62-10 who certifies to illustrations based on the standard of practice promulgated by the Actuarial Standards Board.
(j) "Lapse-supported illustration" means an illustration of a policy form failing the test of self-supporting as defined in this chapter, under a modified persistency rate assumption using persistency rates underlying the disciplined current scale for the first five (5) years and one hundred percent (100%) policy persistency thereafter.
(k) (1) "Minimum assumed expenses" means the minimum expenses that may be used in the calculation of the disciplined current scale for a policy form. The insurer may choose to designate each year the method of determining assumed expenses for all policy forms from the following:
(i) Fully allocated expenses;
(ii) Marginal expenses; and
(iii) A generally recognized expense table based on fully allocated expenses representing a significant portion of insurance companies and approved by the commissioner.
 (2) Marginal expenses may be used only if greater than a generally recognized expense table. If no generally recognized expense table is approved, fully allocated expenses must be used.
(l) "Non-term group life" means a group policy or individual policies of life insurance issued to members of an employer group or other permitted group where:
(1) Every plan of coverage was selected by the employer or other group representative;
(2) Some portion of the premium is paid by the group or through payroll deduction; and
(3) Group underwriting or simplified underwriting is used.
(m) "Policy owner" means the owner named in the policy or the certificate holder in the case of a group policy.
(n) "Premium outlay" means the amount of premium assumed to be paid by the policy owner or other premium payer out-of-pocket.
(o) "Self-supporting illustration" means an illustration of a policy form for which it can be demonstrated that, when using experience assumptions underlying the disciplined current scale, for all illustrated points in time on or after the fifteenth (15th) policy anniversary or the twentieth (20th) policy anniversary for second-or-later-to-die policies (or upon policy expiration if sooner), the accumulated value of all policy cash flows equals or exceeds the total policy owner value available. For this purpose, policy owner value will include cash surrender values and any other illustrated benefit amounts available at the policy owner's election.
Policies to be Illustrated 
(a) Each insurer marketing policies to which this chapter is applicable shall notify the insurance bureau whether a policy form is to be marketed with or without an illustration. 
(b) If the insurer identifies a policy form as one to be marketed without an illustration, any use of an illustration for any policy using that form prior to the first policy anniversary is prohibited.
(c) If a policy form is identified by the insurer as one to be marketed with an illustration, a basic illustration prepared and delivered in accordance with this chapter is required, except that a basic illustration need not be provided to individual members of a group or to individuals insured under multiple lives coverage issued to a single applicant unless the coverage is marketed to these individuals. The illustration furnished an applicant for a group life insurance policy or policies issued to a single applicant on multiple lives may be either an individual or composite illustration representative of the coverage on the lives of members of the group or the multiple lives covered.
(d) Potential enrollees of non-term group life subject to this chapter shall be furnished a quotation with the enrollment materials. The quotation shall show potential policy values for sample ages and policy years on a guaranteed and non-guaranteed basis appropriate to the group and the coverage. This quotation shall not be considered an illustration for purposes of this chapter, but all information provided shall be consistent with the illustrated scale. A basic illustration shall be provided at delivery of the certificate to enrollees for non-term group life who enroll for more than the minimum premium necessary to provide pure death benefit protection. In addition, the insurer shall make a basic illustration available to any non-term group life enrollee who requests it.
General Rules and Prohibitions 
(a) An illustration used in the sale of a life insurance policy shall satisfy the applicable requirements of this chapter, be clearly labeled "life insurance illustration" and contain the following basic information:
(1) Name of insurer;
(2) Name and business address of agent/agency/bank or insurer's authorized representative, if any;
(3) Name, age and sex of proposed insured, except where a composite illustration is permitted under this chapter;
(4) Underwriting or rating classification upon which the illustration is based;
(5) Generic name of policy, the company product name, if different, and form number;
(6) Initial death benefit; and
 (7) Dividend option election or application of non-guaranteed elements, if applicable.
(b) When using an illustration in the sale of life insurance policy, an insurer or its producers or other authorized representative shall not:
   (1) Represent the policy as anything other than a life insurance policy;
   (2) Use or describe non-guaranteed elements in a manner that is misleading or has the capacity or tendency to mislead;
   (3) State or imply that the payment or amount of non-guaranteed elements is guaranteed;
   (4) Use an illustration that does not comply with the requirements of this chapter;
   (5) Use an illustration that at any policy duration depicts policy performance more favorable to the policy owner than that produced by the illustrated scale of the insurer whose policy is being illustrated;
   (6) Provide an applicant with an incomplete illustration;
   (7) Represent in any way that premium payments will not be required for each year of the policy in order to maintain the illustrated death benefits, unless that is the fact;
   (8) Use the term "vanish" or "vanishing premium," or a similar term that implies the policy becomes paid up, to describe a plan for using non-guaranteed elements to pay a portion of future premiums;
   (9) Except for policies that can never develop nonforfeiture values, use an illustration that is "lapse supported"; or
   (10) Use an illustration that is not "self-supporting."
(c) If an interest rate used to determine the illustrated non-guaranteed elements is shown, it shall not be greater than the earned interest rate underlying the disciplined current scale.
Standards for Basic Illustrations 
(a) Format. A basic illustration shall conform to the following requirements:
   (1) The illustration shall be labeled with the date on which it was prepared.
   (2) Each page, including any explanatory notes or pages, shall be numbered and show its relationship to the total number of pages in the illustration (e.g., the fourth page of a seven (7) page illustration shall be labeled "page 4 of 7 pages").
   (3) The assumed dates of payment receipt and benefit pay-out within a policy year shall be clearly identified.
   (4) If the age of the proposed insured is shown as a component of the tabular detail, it shall be issue age plus the numbers of years the policy is assumed to have been in force.
   (5) The assumed payments on which the illustrated benefits and values are based shall be identified as premium outlay or contract premium, as applicable. For policies that do not require a specific contract premium, the illustrated payments shall be identified as premium outlay.
   (6) Guaranteed death benefits and values available upon surrender, if any, for the illustrated premium outlay or contract premium shall be shown and clearly labeled guaranteed.
   (7) If the illustration shows any non-guaranteed elements, they cannot be based on a scale more favorable to the policy owner than the insurer's illustrated scale at any duration. These elements shall be clearly labeled non-guaranteed.
   (8) The guaranteed elements, if any, shall be shown before corresponding non-guaranteed elements and shall be specifically referred to on any page of an illustration that shows or described only the non-guaranteed elements (e.g., "see page one for guaranteed elements.")
   (9) The account or accumulation value of a policy, if shown, shall be identified by the name this value is given in the policy being illustrated and shown in close proximity to the corresponding value available upon surrender.
   (10) The value available upon surrender shall be identified by the name this value is given in the policy being illustrated and shall be the amount available to the policy owner in a lump sum after deduction of surrender charges, policy loans and policy loan interest, as applicable.
   (11) Illustrations may show policy benefits and values in graphic or chart form in addition to the tabular form.
   (12) Any illustration of non-guaranteed elements shall be accompanied by a statement indicating that:
      (i) The benefits and values are not guaranteed;
      (ii) The assumptions on which they are based are subject to change by the insurer; and
      (iii) Actual results may be more or less favorable.
   (13) If the illustration shows that the premium payer 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 actual results, the premium payer may need to continue or resume premium outlays. Similar disclosure shall be made for premium outlay of lesser amounts or shorter durations than the contract premium. If a contract premium is due, the premium outlay display shall 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 up.
   (14) If the applicant plans to use dividends or policy values, guaranteed or non-guaranteed, to pay all or a portion of the contract premium or policy charges, or for any other purpose, the illustration may reflect those plans and the impact on future policy benefits and values.
(b) Narrative Summary. A basic illustration shall include the following:
   (1) A brief description of the policy being illustrated, including a statement that it is a life insurance policy;
   (2) A brief description of the premium outlay or contract premium, as applicable, for the policy. For a policy that does not require payment of a specific contract premium, the illustration shall show the premium outlay that must be paid to guarantee coverage for the term of the contract, subject to maximum premiums allowable to qualify as a life insurance policy under the applicable provisions of the tax code;
   (3) A brief description of any policy features, riders or options, guaranteed or non-guaranteed, shown in the basic illustration and the impact they may have on the benefits and values of the policy;
   (4) Identification and a brief definition of column headings and key terms used in the illustration; and
   (5) A statement containing in substance the following: "This illustration assumes that the currently illustrated non-guarantee elements will continue unchanged for all years shown. This is not likely to occur, and actual results may be more or less favorable than those shown."
(c) Numeric Summary.
   (1) Following the narrative summary, a basic illustration shall include a numeric summary of the death benefits and values and the premium outlay and contract premium, as applicable. For a policy that provides for a contract premium, the guaranteed death benefits and values shall be based on the contract premium. This summary shall be shown for at least policy years five (5), ten (10) and twenty (20) and at age seventy (70), if applicable, on the three (3) bases shown below. For multiple life policies the summary shall show policy years five (5), ten (10), twenty (20) and thirty (30).
      (i) Policy guarantees;
      (ii) Insurer's illustrated scale;
      (iii) Insurer's illustrated scale used but with the non-guaranteed elements reduced as follows:
         (A) Dividends at fifty percent (50%) of the dividends contained in the illustrated scale used;
         (B) Non-guaranteed credited interest at rates that are the average of the guaranteed rates and the rates contained in the illustrated scale used; and
         (C) All non-guaranteed charges, including, but not limited to, term insurance charges, mortality and expense charges, at rates that are the average of the guaranteed rates and the rates contained in the illustrated scale used.
   (2) In addition, if coverage would cease prior to policy maturity or age one hundred (100), the year in which coverage ceases shall be identified for each of the three (3) bases.
(d) Statements. Statements substantially similar to the following shall be included on the same page as the numeric summary and signed by the applicant, or the policy owner in the case of an illustration provided at time of delivery, as required in this chapter.
   (1) A statement to be signed and dated by the applicant or policy owner reading as follows: "I have received a copy of this illustration and understand that any non-guaranteed elements illustrated are subject to change and could be either higher or lower. The agent has told me they are not guaranteed."
   (2) A statement to be signed and dated by the insurance agent/agency/bank or other authorized representative of the insurer reading as follows: "I certify that this illustration has been presented to the applicant and that I have explained that any non-guaranteed elements illustrated are subject to change. I have made no statements that are inconsistent with the illustration."
(e) Tabular detail.
   (1) A basic illustration shall include the following for at least each policy year from one to ten (10) and for every fifth policy year thereafter ending at age one hundred (100), policy maturity or final expiration; and except for term insurance beyond the 20th year, for any year in which the premium outlay and contract premium, if applicable, is to change:
      (i) The premium outlay and mode the applicant plans to pay and the contract premium, as applicable;
      (ii) The corresponding guaranteed death benefit, as provided in the policy; and
      (iii) The corresponding guaranteed value available upon surrender, as provided in the policy.
   (2) For a policy that provides for a contract premium, the guaranteed death benefit and value available upon surrender shall correspond to the contract premium.
   (3) Non-guaranteed elements may be shown if described in the contract. In the case of an illustration for a policy on which the insurer intends to credit terminal dividends, they may be shown if the insurer's current practice is to pay terminal dividends. If any non-guaranteed elements are shown they must be shown at the same durations as the corresponding guaranteed elements, if any. If no guaranteed benefit or value is available at any duration for which a non-guaranteed benefit or value is shown, a zero shall be displayed in the guaranteed column.
Standards for Supplemental Illustrations 
(a) A supplemental illustration may be provided so long as:
   (1) It is appended to, accompanied by, or preceded by a basic illustration that complies with this chapter;
   (2) The non-guaranteed elements shown are not more favorable to the policy owner than the corresponding elements based on the scale used in the basic illustration;
   (3) It contains the same statement required of a basic illustration that non-guaranteed elements are not guaranteed; and
   (4) For a policy that has a contract premium, the contract premium underlying the supplemental illustration is equal to the contract premium shown in the basic illustration. For policies that do not require a contract premium, the premium outlay underlying the supplemental illustration shall be equal to the premium outlay shown in the basic illustration.
(b) The supplemental illustration shall include a notice referring to the basic illustration for guaranteed elements and other important information.
Delivery of Illustration and Record Retention 
(a) (1) If a basic illustration is used by an insurance agent/agency/bank or other authorized representative of the insurer in the sale of a life insurance policy and the policy is applied for as illustrated, a copy of that illustration, signed in accordance with this chapter, shall be submitted to the insurer at the time of policy application. A copy also shall be provided to the applicant.
(2) If the policy is issued other than as applied for, a revised basic illustration conforming to the policy as issued shall be sent with the policy. The revised illustration shall conform to the requirements of this regulation, shall be labeled "Revised Illustration" and shall be signed and dated by the applicant or policy owner and agent/agency/bank or other authorized representative of the insurer no later than the time the policy is delivered. A copy shall be provided to the insurer and the policy owner.
(b) (1) If no illustration is used by an insurance agent/agency/bank or other authorized representative in the sale of a life insurance policy or if the policy is applied for other than as illustrated, the agent/agency/bank or authorized representative shall certify to that effect in writing on a form provided by the insurer. On the same form the applicant shall acknowledge that no illustration conforming to the policy applied for was provided, and shall further acknowledge an understanding that an illustration conforming to the policy as issued will be provided no later than at the time of policy delivery. This form shall be submitted to the insurer at the time of policy application.
   (2) If the policy is issued, a basic illustration conforming to the policy as issued shall be sent with the policy and signed no later than the time the policy is delivered. A copy shall be provided to the insurer and the policy owner.
(c) If the basic illustration or revised illustration is sent to the applicant or policy owner by mail from the insurer, it shall include instructions for the applicant or policy owner to sign the duplicate copy of the numeric summary page of the illustration for the policy issued and return the signed copy to the insurer. The insurer's obligation under this subsection shall be satisfied if it can demonstrate that it has made a diligent effort to secure a signed copy of the numeric summary page. The requirement to make a diligent effort shall be deemed satisfied if the insurer includes in the mailing a self-addressed postage prepaid envelope with instructions for the return of the signed numeric summary page.
(d) A copy of the basic illustration and a revised basic illustration, if any, signed as applicable, along with any certification that either no illustration was used or that the policy was applied for other than as illustrated, shall be retained by the insurer until three (3) years after the policy is no longer in force. A copy need not be retained if no policy is issued.
Annual Report—Notice to Policy Owners 
(a) In the case of a policy designated as one for which illustrations will be used, the insurer shall provide each policy owner with an annual report on the status of the policy that shall contain at least the following information:
   (1) For universal life policies, the report shall include the following:
      (i) The beginning and end date of the current report period;
      (ii) The policy value at the end of the previous report period and at the end of the current report period;
      (iii) The total amounts that have been credited or debited to the policy value during the current report period, identifying each by type (e.g., interest, mortality, expense and riders);
      (iv) The current death benefit at the end of the current report period on each life covered by the policy;
      (v) The net cash surrender value of the policy as of the end of the current report period;
      (vi) The amount of outstanding loans, if any, as of the end of the current report period; and
      (vii) For fixed premium policies: if, assuming guaranteed interest, mortality and expense loads and continued scheduled premium payments, the policy's net cash surrender value is such that it would not maintain insurance in force until the end of the next reporting period, a notice to this effect shall be included in the report; or 
      (viii) For flexible premium policies: if, assuming guaranteed interest, mortality and expense loads, the policy's net cash surrender value will not maintain insurance in force until the end of the next reporting period unless further premium payments are made, a notice to this effect shall be included in the report.
   (2) For all other policies, where applicable:
      (i) Current death benefit;
      (ii) Annual contract premium;
      (iii) Current cash surrender value;
      (iv) Current dividend;
      (v) Application of current dividend; and
      (vi) Amount of outstanding loan.
   (3) Insurers writing life insurance policies that do not build nonforfeiture values shall only be required to provide an annual report with respect to these policies for those years when a change has been made to non-guaranteed policy elements by the insurer.
(b) If the annual report does not include an in force illustration, it shall contain the following notice displayed prominently: "IMPORTANT POLICY OWNER NOTICE: You should consider requesting more detailed information about your policy to understand how it may perform in the future. You should not consider replacement of your policy or make changes in your coverage without requesting a current illustration. You may annually request, without charge, a current illustration by calling [insurer's phone number], writing to [insurer's name] at [insurer's address] or contacting your agent. If you do not receive a current illustration of your policy within thirty (30) days from your request, you should contact your state insurance department." The insurer may vary the sequential order of the methods for obtaining an in force illustration.
(c) Upon the request of the policy owner, the insurer shall furnish an in force illustration of current and future benefits and values based on the insurer's present illustrated scale. This illustration shall comply with the requirements of this regulation. No signature or other acknowledgment of receipt of this illustration shall be required.
(d) If an adverse change in non-guaranteed elements that could affect the policy has been made by the insurer since the last annual report, the annual report shall contain a notice of that fact and the nature of the change prominently displayed.
Annual Certifications 
(a) The board of directors of each insurer shall appoint one or more illustration actuaries.
(b) The illustration actuary shall certify that the disciplined current scale used in illustration is in conformity with the actuarial standard of practice of compliance with this regulation on life insurance illustration promulgated by the actuarial standards board, and that the illustrated scales used in insurer-authorized illustrations meet the requirements of this regulation.
(c) The illustration actuary shall:
   (1) Be a member in good standing of the American Academy of Actuaries; [replace with the Indonesian equivalent]
   (2) Be familiar with the standard of practice regarding life insurance policy illustrations;
   (3) Not have been found by the director of the insurance bureau to have:
      (i) Violated any provision of, or any obligation imposed by, the insurance law or other law in the course of his or her dealings as an illustration actuary;
      (ii) Been found guilty of fraudulent or dishonest practices;
      (iii) Demonstrated incompetence, lack of cooperation, or untrustworthiness to act as an illustration actuary; or
      (iv) Resigned or been removed as an illustration actuary within the past five (5) years as a result of acts or omissions indicated in any adverse report on examination or as a result of a failure to adhere to generally acceptable actuarial standards;
   (4) Not fail to notify the insurance bureau of any action taken by another jurisdiction similar to that under subdivision (3) of this subsection;
   (5) Disclose in the annual certification whether, since the last certification, a currently payable scale applicable for business issued within the previous five (5) years and within the scope of the certification has been reduced for reasons other than changes in the experience factors underlying the disciplined current scale. If non-guaranteed elements illustrated for new policies are not consistent with those illustrated for similar in force policies, this must be disclosed in the annual certification. If non-guaranteed elements illustrated for both new and in force policies are not consistent with the non-guaranteed elements actually being paid, charged or credited to the same or similar forms, this must be disclosed in the annual certification; and
   (6) Disclose in the annual certification the method used to allocate overhead expenses for all illustrations:
      (i) Fully allocated expenses;
      (ii) Marginal expenses; or
      (iii) A generally recognized expense table based on fully allocated expenses representing a significant portion of insurance companies and approved by the commissioner.
(d) (1) The illustration actuary shall file a certification with the board and with the insurance division of the department of business regulation:
      (i) Annually for all policy forms for which illustrations are used; and
      (ii) Before a new policy form is illustrated.
   (2) If an error in a previous certification is discovered, the illustration actuary shall promptly notify the board of directors of the insurer and the insurance division of the department of business regulation.
(e) If an illustration actuary is unable to certify the scale for any policy form illustration the insurer intends to use, the actuary shall notify the board of directors of the insurer and the commissioner promptly of his or her inability to certify.
(f) A responsible officer of the insurer, other than the illustration actuary, shall annually certify :
   (1) That the illustration formats meet the requirements of this regulation and that the scales used in insurer-authorized illustrations are those scales certified by the illustration actuary; and
   (2) That the company has provided its agents with information about the expense allocation method used by the company in its illustration and disclosed as required in subdivision (c)(6) of this section.
(g) The annual certifications shall be provided to the insurance division of the department of business regulation by a date determined by the insurer.
(h) If an insurer changes the illustration actuary responsible for all or a portion of the company's policy forms, the insurer shall promptly notify the insurance division of the department of business regulation of that fact and disclose the reason for the change.
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Purpose
The purpose of this regulation is to require insurers to establish a system to supervise recommendations and to set forth standards and procedures for recommendations to consumers that result in transactions involving annuity products so that the insurance needs and the financial objectives of consumers at the time of the transaction are appropriately addressed.
Scope
This regulation shall apply to any recommendation to purchase, exchange or replace any annuity made to a consumer by an insurance agent/agency/bank or other authorized representative that results in the purchase, exchange or replacement recommended. If a recommendation is subject to this regulation, the insurance department may investigate, and where appropriate, seek sanctions with regard to such recommendation under this regulation. 
Definitions
“Annuity” means an annuity that is an insurance product that is individually solicited, whether the product is classified as an individual or group annuity.
“Continuing education credit or CE credit” means one continuing education credit
“FINRA” means the Financial Industry Regulatory Authority (would need to replace with the Indonesian Equivalent)
“Insurer” means a company required to be licensed under the laws of this state to provide insurance products, including annuities.
“Insurance producer” means a person required to be licensed under the laws of this state to sell, solicit or negotiate insurance, including annuities (this would be replaced by agent/agency/broker/bank or other authorized representative of the company in Indonesia)
“Recommendation” means advice provided by an insurance producer, or an insurer where no producer is involved, to an individual consumer that results in a purchase, exchange or replacement of an annuity in accordance with that advice.
“Replacement” means a transaction in which a new policy or contract is to be purchased, and it is known or should be known to the proposing producer or the proposing insurer if there is no producer, that by reason of the transaction, an existing policy or contract has been or is to be:
1. Lapsed, forfeited, surrendered or partially surrendered, assigned to the replacing insurer or otherwise terminated
2. 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
3. Amended so as to effect either a reduction in benefits or in the term for which coverage would otherwise remain in force for which benefits would be paid
4. Reissued with any reduction in cash value
5. Used in a finance purchase
“Suitability information” means information that is reasonably appropriate to determine the suitability of a recommendation, including the following:
1. Age
2. Annual income
3. Financial situation and needs, including the financial resources used for the funding of the annuity
4. Financial experience
5. Financial objectives
6. Intended use of the annuity
7. Financial time horizon 
8. Existing assets, including investment and life insurance holdings
9. Liquidity needs
10. Liquid net worth
11. Risk tolerance
12. Tax status
Duties of Insurers and of Insurance Producers (Agents/Agencies/Brokers/Banks and other authorized representatives)
In recommending to a consumer the purchase of an annuity or the exchange of an annuity that results in another insurance transaction or series of insurance transactions, the insurance producer or the insurer where no producer is involved, shall have reasonable grounds for believing that the recommendation is suitable for the consumer on the basis of the facts disclosed by the consumer as to his or her investments and other insurance products and as to his or her financial situation and needs, including the consumer’s suitability information, and that there is a reasonable basis to believe all of the following:
1. The consumer has been reasonably informed of various features of the annuity, such as the potential surrender period and surrender charge, potential tax penalty if the consumer sells, exchanges, surrenders or annuitizes the annuity, mortality and expense fees, investment advisory fees, potential charges for and features of riders, limitations on interest returns, insurance and investment components and market risk;
2. The consumer would benefit from certain features of the annuity, such as tax deferred growth, annuitization or death or living benefit;
3. The particular annuity as a whole, the underlying subaccounts to which funds are allocated at the time of purchase or exchange of the annuity, and riders and similar product enhancements, if any, are suitable (and in the case of an exchange or replacement, the transaction as a while is suitable) for the particular consumer based on his or her suitability information; and
4. In the case of an exchange or replacement of an annuity, the exchange or replacement is suitable including taking into consideration whether:
a. The consumer will incur a surrender charge, be subject to the commencement of a new surrender period or incontestability period, lose existing benefits (such as death, living or other contractual benefits), or be subject to increased fees, investment advisory fees or charges for riders an similar product enhancements;
b. The consumer would benefit form product enhancements and improvements; and
c. The consumer has had another annuity exchange or replacement and, in particular, an exchange or replacement within the preceding 36 months.
Prior to the execution of a purchase, exchange or replacement of an annuity resulting from a recommendation, an insurance producer, or an insurer where no producer is involved, shall make reasonable efforts to obtain the consumer’s suitability information.
Except as permitted below, an insurer shall not issue an annuity recommended to a consumer unless there is a reasonable basis to believe the annuity is suitable based on the consumer’s suitability information.
1. Except as provided under paragraph 2 below, neither an insurance producer, nor an insurer, shall have any obligation to a consumer related to any annuity transaction if:
a. No recommendation is made
b. A recommendation was made and was later found to have been prepared based on materially inaccurate information provided by the consumer
c. A consumer refuses to provide relevant suitability information and the annuity transaction is not recommended, or
d. A consumer decides to enter into an annuity transaction that is not based on a recommendation of the insurer or the insurance producer.
2. An insurer’s issuance of an annuity subject to paragraph 1 shall be reasonable under all the circumstances actually known to the insurer at the time the annuity is issued.
An insurance producer or, where no producer is involved, the responsible insurer representative, shall at the time of sale:
1. Make a record of any recommendation subject to this regulation
2. Obtain a customer signed statement documenting a customer’s refusal to provide suitability information, if any, and
3. Obtain a customer signed statement acknowledging that an annuity transaction is not recommended if a customer decides to enter into an annuity transaction that is not based on the insurance producer’s or the insurer’s recommendation.
An insurer shall establish a supervision system that is reasonably designed to achieve the insurer’s and its insurance producer’s compliance with this regulation, including, but not limited to, the following:
1. The insurer shall maintain reasonable procedures to inform its insurance producers of the requirements of this regulation and shall incorporate the requirements of this regulation into relevant insurance producer training manuals;
2. The insurer shall establish standards for insurance producer product training and shall maintain reasonable procedures to require its insurance producers to comply with the requirements of this regulation;
3. The insurer shall provide product-specific training and training materials which explain all material features of its annuity products to its insurance producers;
4. The insurer shall maintain procedures for review of each recommendation prior to issuance of an annuity that are designed to ensure that there is a reasonable basis to determine that a recommendation is suitable. Such review procedures may apply a screening system for the purpose of identifying selected transactions for additional review and many be accomplished electronically or through other means including, but not limited to, physical review. Such an electronic or other system may be designed to require additional review only of those transactions identified for additional review by the selection criteria;
5. The insurer shall maintain reasonable procedures to detect recommendations that are not suitable. This may include, but is not limited to, confirmation of consumer suitability information, systematic customer surveys, interviews, confirmation letters and programs of internal monitoring. Nothing in this subparagraph prevents an insurer from complying with this subparagraph by applying sampling procedures, or by confirming suitability information after issuance or delivery of the annuity;
6. The insurer shall annually provide a report to senior management, including to the senior manager responsible for audit functions, which details a review, with appropriate testing, reasonably designed to determine the effectiveness of the supervision system, the exceptions found, and corrective action taken or recommended, if any.
Nothing in this subsection restricts an insurer from contracting for performance of a function (including maintenance of procedures) required under paragraph 1. An insurer is responsible for taking appropriate corrective action and may be subject to sanctions and penalties pursuant to this regulation regardless of whether the insurer contracts for performance of a function and regardless of the insurer’s compliance with the following paragraph.
An insurer’s supervision system under paragraph one shall include supervision of contractual performance under this subsection. This includes, but is not limited to, the following:
1. Monitoring and, as appropriate, conducting audits to assure that the contracted function is properly performed, and
2. Annually obtaining certification from a senior manager who has responsibility for the contracted function that the manager has a reasonable basis to represent, and does represent, that the function is properly performed.
An insurer is not required to include in its system of supervision an insurance producer’s recommendation to consumers of products other than the annuities offered by the insurer.
An insurance producer shall not dissuade, or attempt to dissuade, a consumer from:
1. Truthfully responding to an insurer’s request for confirmation of suitability information;
2. Filing a complaint, or
3. Cooperating with the investigation of a complaint.
Sales made in compliance with FINRA requirements pertaining to suitability and supervision of annuity transactions shall satisfy the requirements under this regulation. This subsection applies to FINRA broker-dealer sales of variable annuities and fixed annuities if the suitability and supervision is similar to those applied to variable annuity sales. However, nothing in this subsection shall limit the insurance department’s ability to enforce (including investigate) the provisions of this regulation.
Insurance Producer Training
An insurance producer shall not solicit the sale of an annuity product unless the insurance producer has adequate knowledge of the product to recommend the annuity and the insurance producer is in compliance with the insurer’s standards for product training. An insurance producer may rely on insurer-provided product specific training standards and materials to comply with this subsection. 
An insurance producer who engages in the sale of annuity products shall complete a one-time four (4) credit training course approved by the department of insurance and provided by the department of insurance approved education provider.
Insurance producers who hold life insurance lines of authority on the effective date of this regulation and who desire to sell annuities shall complete the requirements of this subsection within six (6) months after the effective date of this regulation. Individuals who obtain a life insurance line of authority on or after the effective date of this regulation may not engage in the sale of annuities until the annuity training course required under this subsection has been completed.
The minimum length of the training required under this subsection shall be sufficient to qualify for at least four (4) CE credits, but may be longer.
The training required under this subsection shall include information on the following topics:
1. The types of annuities and various classifications of annuities;
2. Identification of the parties to an annuity;
3. How fixed, variable and indexed annuity contract provisions affect consumers;
4. The application of income taxation of qualified and non-qualified annuities;
5. The primary uses of annuities;
6. Appropriate sales practices, replacement and disclosure requirements,
Providers of courses intended to comply with this subsection shall cover all topics listed in the prescribed outline and shall not present any marketing information or provide training on sales techniques or provide specific information about a particular insurer’s products. Additional topics may be offered in conjunctions with and in addition to the required outline.
A provider of annuity training course intended to comply with this subsection shall register as a CE provider in this State and comply with the rules and guidelines applicable to insurance producer continuing education courses.
Annuity training courses may be conducted and completed by classroom or self study methods.
Providers of annuity training shall comply with the reporting requirements and shall issue certificates of completion.
An insurer shall verify that an insurance 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.
Compliance, Mitigation, Penalties
An insurer is responsible for compliance with this regulation. If a violation occurs, either because of the action or inaction of the insurer or its insurance producer, the insurance department may order:
1. An insurer to take reasonably appropriate corrective action for any consumer harmed by the insurer’s, or by its insurance producer’s, violation of this regulation;
2. A general agency, independent agency or the insurance producer to take reasonably appropriate corrective action for any consumer harmed by the insurance producer’s violation of this regulation; and
3. Appropriate penalties and sanctions.
Record Keeping
Insurers, general agents, independent agencies, and insurance producers shall maintain or be able to make available to the insurance department records of the information collected from the consumer and other information used in making the recommendations that were the basis for insurance transactions for five (5) 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 an insurance producer.
Records required to be maintained by this regulation may be maintained in paper, photographic, microprocess, magnetic, mechanical or electronic media or by any process that accurately reproduces the actual document. 
Severability
If any provision of this regulation or the application thereof to any person or circumstance is held invalid or unconstitutional, the invalidity or unconstitutionally shall not affect other provisions or applications of this Regulation which can be given effect without the invalid or unconstitutional provision or application, and to this end the provisions of this Regulation are severable.
Effective Date
This Regulation shall take effect on (date)
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