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Important Life Insurance Sales Practice
Reminders

Date: March 11, 2021
Effective: Immediately

North American Company for Life and Health Insurance (“the Company”) takes pride in offering valuable
life insurance products to our distribution partners and customers. We appreciate your shared
commitment in offering appropriate products and services.

Products change quickly in today’s marketplace and each customer’s individual circumstances and
future goals must be carefully considered when making product recommendations. Please make sure
you understand and review with the customer all the benefits and features of the proposed policy you
are offering. That includes taking into account a death benefit appropriate for the customer’s insurance
needs, premium structure, expenses, surrender charge period and any existing coverage. You must be
sure that the customer understands how the product you are recommending works and how it will
address their insurance needs as well as any other objectives.

It is also important that you understand the expectations that we, and many Departments of Insurance,
have related to solicitation of sales of life insurance. Life insurance products sold or described primarily
as “investments” or “free insurance” have led to consumer complaints, chargebacks and state action
against an agent’s license to sell insurance, which is why you need to understand and follow best
practices when offering or recommending a product for sale. It is the Company’s expectation that you
establish the primary intention of life insurance as the death benefit protection it provides. You must
understand and establish this life insurance need before looking at other valuable secondary benefits
it may provide.

Documentation of the analysis and corresponding product presentation is key to proper compliance in
any market, but is especially important with sales to vulnerable customers such as seniors. It is your
responsibility to educate all prospective customers about the policy being sold and customers should, at
a minimum, be knowledgeable about the following:

e How much death benefit is being applied for and how that amount was determined.

e Any ongoing costs associated with keeping the policy in force.

e That costs may increase as the insured ages.

e That contractual surrender charge percentage schedules may prevent immediate access to the
full amount of funds in the policy’s value. Customers should be aware that the surrender charge
percentage schedule is calculated by using the policy’s specified amount, decreases over a
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period of time (years), and impacts the amount available for withdrawals and loans or
acceleration of death benefits.

e Ifit makes sense for a customer to decrease coverage during the life of the policy, a customer
must also be aware of any charges that may be incurred for lowering the death benefit.

e Considerations that can increase/decrease policy performance or likelihood of lapse, such as
policy provisions, premium payment levels, or loan and withdrawal activity.

e In some situations, loans and withdrawals, or acceleration of death benefits may be subject to
federal taxes. The lapse of a policy also has potential tax consequences. Neither North American
nor its agents give tax advice.

In addition to the death benefit, permanent life insurance offers the opportunity to build cash value that
allows for loans or withdrawals of available cash value. When funded properly, permanent life
insurance can help to supplement income to meet future financial or retirement objectives. However,
policy cash value must be carefully managed to help ensure a policy remains in force as excessive
withdrawals could cause a policy to lapse and may result in adverse tax consequences. Life insurance
cannot be referred to primarily as an investment, retirement plan or “program.” All of these practices
continue to apply even if considering an approach to life insurance that utilizes secondary benefits such
as those described in programs like “Tax Free Retirement” or “The Power of Zero.”

As a valued distribution partner, demonstrating the highest ethical standards in all dealings with the
Company and customers is essential to the relationship we have with you as an independent producer.

If you have questions about illustrations or case design, please contact the Sales Support Team at
800-800-3656.

In some situations, loans and withdrawals may be subject to federal taxes. North American does not give tax or legal advice. Clients should be
instructed to consult with and rely on their own tax advisor or attorney for advice on their specific situation. Income and growth on
accumulated cash values is generally taxable only upon withdrawal. Adverse tax consequences may result if withdrawals exceed premiums paid
into the policy. Withdrawals or surrenders made during a Surrender Charge period will be subject to withdrawal charges, processing fees, or
surrender charges, and may reduce the ultimate death benefit and cash value. Surrender charges vary by product, issue age, sex, underwriting
class, and policy year.

Sammons Financial® is the marketing name for Sammons® Financial Group, Inc.’s member companies, including North American Company for

Life and Health Insurance®. Annuities and life insurance are issued by, and product guarantees are solely the responsibility of, North American
Company for Life and Health Insurance.
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