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STIPULATION

1. Respondent, Midland National Life Insurance company is an insurer domiciled in the

State of lowa and authorized to do business in the State of Utah,

2. Respondent stipulates with the Complainant, Utah Insurance Department, as follows:

a. If a hearing were held, witnesses called by the Complainant could offer and

introduce evidence that would support the Findings of Fact herein:

b. Respondent admits the Findings of fact and Conclusions made therefrom;

C. Respondent stipulates to the Summary entry of the Order herein which shall



be in lieu of other administrative proceedings bv Complainant in this
matter; and
d. Respondent and Complainant have negotiated the terms of the Order
entered herein and Respondent agrees to its entry and further agrees to be
bound by all its terms.
3. Respondent is aware of its right to a hearing at which it may be represented by counsel,
present evidence and cross-examine witnesses. Respondent has irrevocably waived its right to
such hearing and to any appeal related thereto.
4. Respondent admits the jurisdiction of the State of Utah Insurance Commissioner as to all
matters herein.
5. Respondent is acting herein free from any duress or coercion of any kind or nature.
having been advised fully as to its rights set forth herein.
6. Respondent acknowledges that the issuance of this Order by the Commissioner is solely

for purpose of disposition of the matter entitled herein.

DATED this JO+h dayor M arch

"?Zﬁz}i;z@} NATIONAL LIFE INSURANCE COMPANY
Brent Mardis, Chief Compliange Officer
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Based upon the foregoing Stipulation and information in the file, the Presi iding Office
makes the following Findings of Fact:

FINDINGS OF FACT

1. Respondent, Midland National Life Insurance company is an insurer domiciled in the
State of lowa and authorized to do business in the State of Utah.

2. On or about April 29, 2009, Midland National Life Insurance company was issued a
Private Letter of Admonition from the Utah Insurance Department regarding an annuity contract

issued in May 2003 to a Utah resident using a form that was not filed for use in Utah.

3. The Respondent resolved the issue by rescinding the contract and returning the premium
paid to the owner plus 3% annual interes

4. Asa result of the Private Letter of Admonition, Respondent immediately reviewed their
current compliance procedures and self-reported approximately 100 additional non-compliant
policies on June 23. 2009,

. During the period May 7, 2002 through February 24, 2009, forty four (44) of
Respondent’s producers solicited and sold ninety four (94) annuity contracts to Utah residents
using forms that were not filed in Utah before being delivered or 1ssued for delivery to Utah
residents. The application forms were submitted with Utah addresses; however each application
stated that the forms were signed in states other than Utah.

6. Additionally, many of the subject annuity contracts did not comply with the Utah
Standard Nonforfeiture Law for Individual Annuities. The contracts had higher surrender charges
or surrender charges covering a longer period of time than those allowed under Utah law.

Respondent met with the Department personnel on October 7, 2010 to discuss a



remediation plan and Respondent requested additional time to review the 94 contracts for
compliance

8. Respondent met with Department personnel again on December 1, 2010 and provided
documentation that during the period August 5, 2002 through February 10, 2009, twenty eight (28
of Respondent’s producers solicited and sold seventy (70) annuity contracts to Utah residents using
forms that were not previously filed in Utah.

9 Respondent’s remediation plan was accepted by the Department and a forfeiture amount
was agreed upon by the parties. An administrative for feiture amount of $20,000 v greed upon,
and in addition, Respondent agreed to payment of $15,000 in administrative costs.

The remediation plan agreed upon requires that the affected policy holders be able to
retain the policies they purchased, including the benefits described within the policies. However
the surrender provisions in the contracts will be changed to comply with Utah Code Ann. §
31A-21-107(2). To avoid policyholder confusion and administration issues, Respondent will
create a new and unique system plan code from scratch for each of the contracts at issue. The
affected policyholders will be notified in writing that their surrender charge schedules are being
altered to bring them into compliance with Utah law ;. Respondent will provide the Department
with a copy of the notification letter to the policyholder, as well as any related endorsement, for the
Department’s review and acceptance prior to the notification being sent out by Respondent to the

policyholder.

Based upon the foregoing Stipulation and Findings of Fact, the Presiding Officer

enters the following Conclusions of Law:



CONCLUSIONS OF LAW

. Utah Code Ann. § 31A-21-201(1) (West 2009) states!

(1)(a) Except as exempted under Subsections 31 A- 21-101(2)
tbra)ué} (6), a form may not be used, sold, or offered for sale unless
¢ form has been filed with the commissioner.
{b} A torm is considered filed with the commissioner when the
commissioner receives:
{1} the torm:
(i) the applicable filing fee as prescribed under Section 31A-3-103; and
(iii) the applicable transmittal forms as required by the COmMissioner.

3. Utah Code Ann. § 31A-22-409 (West 2009) states in part:

{1y This section is known as the “Standard Nonforfeiture Law for
Individual Deferred Annuities.”

(10)(a) For the purpose of determining the benefits calculated under Subsections (8)
and (9), the maturity date shall be considered to be:

(1) in the case of an annuity contract issued on or before May 5, 2002,
under which an election may be made to have an annuity payment
commence at an optional maturity date. the latest date for which an ¢lection
is permitted by the contract, except that it may not be considered to be later
than the later of:

(A) the anniversary of the contract next following the day on
which the annuitant becomes 70 years of age; or
(B) the tenth anniversary of the contract; or
(i1) in the case of an annuity contract issued on or after May 6, 2002,
the latest date permitted by the contract, except that it may not be
considered to be the later oft
{A) the anniversary of the contract next following the day
on which the annuitant becomes 70 years of age: or
(B) the tenth anniversary of the contract.
(b) In the case of an annuity contract issued after May 6, 2002:

(1) for a contract that provides cash surrender benefits, the cash
surrender value on or past the maturity date shall be equal to the amount
used to determine the annuity benetfit payments; and

(ii) a surrender charge may not be imposed on or past maturity

- -

3. Respondent violated Utah Code Ann. § { 31A-21-201(1) during the period May 7, 2002
through February 24. 2009 when Respondent’s producers wrote annuity contracts on forms that
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had not been filed with the Department for use in Utah,

4. Respondent violated Utah Code Ann. § 31A-22-409 (10)(a)(11)}(B) during the period
May 7, 2002 through February 24, 2009 inasmuch as many o of the non-compliant contracts had
higher surrender charges or surrender charges covering a longer period of time than those allowed
by Utah law.

5. An administrative forfeiture of $20;000 is appropriate under the circumstances of this

case.
6. An assessment of $15 000 for repayment of administrative costs to the Department is
appropriate in this case

Based upon the foregoing Stipulation, Find of Fact and Conclusions of Law, the

Presiding Officer herewith enters the following Order:

ORDER
ITIS HEREBY ORDERED:
1. Respondent, Midland National Life Insurance Company, 18 ¢ assessed an admimstrative

forfeiture of $20,000 to be paid within 30 days of the date of this Order.

b

. Respondent is ordered to pay $15,000 for reimbursement of administratve costs to the
Utah Department of Insurance within 30 days of the date of this Order.

3. Respondent is ordered to complete the remediation plan approved by the Department.
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NOTIFICATION

You are hereby notified that a failure to obey an Order of the C Commissioner may subject
s, including forfeitures of up to $5,000 per violation and the suspension or

you to further penaltie
in district court, which may impose penalties

vocation of vour license and the filing of an action

of up to $10.000 per day for continued violation.
You are further notitied that other jurisdictions in which you may be licensed may require

that you report this tion to then

Dol Yo
DATED this /7 __dayof //ﬂ% Pt

NEALT. GOOCH
Insurance Commissioner

MARK E KL}:?\? ‘%U}
Administrative Law Judge
Utah Insurance Department
State Office Building, R(}i}iﬁ 3110
Salt Lake City, Utah 8411
Telephone: (801) %’2%38%
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