et 315,
2,28 I 22

STATE OF WISCORSIN )
) es.
DEPARTMENT OF INSURANCE )

TO ALL TO WHOM THESE PRESENTS BHALL COME, GRERTINGS:

I, Charles Mansgon, Comaissioner of Insurence, and cugtodien
of the offleial redords of sald department, do hereby certily that the
sapsxed rule relsting to replacement of life insurence policies was
duly epproved snd sdopted by this department on Merch 2, 1962.

I further certify that sald copy hes besen compared by ne
with the original ca flle ip this deperiment snd thet the sawe 1ls a
true copy thereof, and of the whole of such original.

I PESTIMONY WHEREOF, I have
hereunto set my hand end affixed
the officinl seal of the
Department at the Capitol, in

the aity of Medison, this
28 day of March, A4.D., 1962.

Charléé g&ﬁ%&ﬁ ‘ ?
Commisglioner of Insurance

#



ORDER OF THE DEPARTMENT OF INSURARCE

Adopbing Rules

Pursuant to suthority vested in the Commissioner of Insurance by
section B00.0% (2), Wig. Stats., the Coumalesioner of Insurance hereby
adopts & rule as follows:

Beotion Img Z2.0T7 of the Wisconsin Administrative Code 1s adopted
to read:

Ins 2.07 Replacement of life lnsurence policies; diselospure
reguirements. (1) PURPOSE., ‘The interest of life insurance policyholders
involved with replacement must be safeguscrded by m&king svailable full
end clear information on which to make decisions in thelr own beet
interest; by reducing the opportunity for misrepreseunbtation in replacement
gituabtions, and by precluding unfeir @a@h@ﬁa of competition and uwnfain
practices in the business of insurence. This rule implements snd interprets
sections 201.%3 (13), 206.41 (11) (&) 8, 207.0k (1) (=), end 208.33,

Wig, 3tets., by establishing minimus standerds for replacement of life
insurance.

(2) SCOFE. This rule shell apply to the solicitetion of insurence
described by section 20L.04 (3), Wis. Stats., covering residents of this
state, and lssued by insurence corporetions, freternal benefit sociebies,
the federal govermment or the stabte life insurence fund. In respect to
the solicitetion of such insuramece, the procedures required by this rule
shell not epply to group, industriel or ecredit life ipsurence described by
subsections (3a), (3b) end (3¢) of section 201,04, Wis. Statse., nor to
life insurence for vhich the cost or & part thereof iz peid by the

employer, nor to policy changes or coaversion of tern insurence to



permenent insurence within the seme company, nor to insurance which is
not im force but which may be puvchesed under & gusrenteed insurability
wption.

(3) DEFINITION. For the purpose of this rule, "replacement”
includes any trensaction wherein new life insursuce is to be purchesed
and it is known to the sgent that, as & part of the transection, existing
life ipsurance hes been or is to be lapsed, surrendsred, converted into
peid-up insurence, Become extended insurence or be subjected to
substantial borrvowing of loan velues whebher lo a single loan or under
g schedule of borrowing over a periced of time.

(L) tUTY OF THE AGENT. (a) The egent must secure with or as e
part of esch application for ilasurance s statement signed by the applicant
as to whether such lnsurence will replace existing insurence, snd he
must legve & copy of the statement with the gpplicent for his reeérﬁeu

(b) fThe Bgent must subuit to the compeny with or as & part of
each application for lmsurance e stetement as Yo whether, to the best
of hisg knowledge, replacement is laovolved with the transaction.

{(2) vhere veplecement is involved, the agent must:

1. Present & writben proposal to sach progpect solieclted not
later then at the time of teking the application and leave it with
the applicent for his reoords

2. Bubmit with the appliecation to his coupeny o copy of the proposal
and the pasme of every coapeny which iagu@é the imsursnes beling replaced;

3, Immedietely notify aevery such compeny of the possibility of
replacement, and promptly furnish a copy of the proposal to each compeny;

4, Present the notice reguired by subsection (9) of this rule to
sach prospect solleited not later then at the tiwme of teking the

epplicetion and leave it with the epplicant for his records.



(5) DLUTY OF THE COMPANY. (a) EBvery amuthorized company must inform
its sgents lpvolved with the solieltation of life insurence on residents
of this state of the regquirvements of this rule,.

(b} Every such company ﬁust secure with or sz a part of each
spplication for life lpmurence & stetement sigped by the spplicant as to
vhether such insurence will replace existing insurance, and the company
must ascertain thet a copy of the statement wes left with the spplicant,

{¢) Where replacement is involved, the company to which epplication
iz made must:

1. Becure & copy of the proposal snd the meme of every compsny which
igeued the insurence being repleced;

2. Immedistely macertein that a copy of the propossl snd notice of
the possibility of replacement has been furnished bo every company which
issued the insurance belng replaced;

3. Hxamine the proposal and be setisfied that it meets the
requirements of thia disclosure rule;

b, Keep & copy of the proposal snd the epplicent's siguoed statement
in 1tz home office for at lesst I years where it shball be avellable to ibe
Department of issurance;

5. Keep records of such proposele snd replecements indexed so &3 Lo
be readily avalleble to the Department of Insurance.

(6) CONTENTS OF PROPOSAL. The written proposel required by this
rule must:

(&) Be deted and signed by the agent;

(b) Gtete the neme of the company in which the insurance is to be

writhen;



{c) Describe the existing insurance end state the proposed
disposition of or the effect of the replacement on 1itj

(a) Stete the fects upon which the agent wekes his recommendation
to the epplicent for replacement of his insurence or state the facts
upon which the applicent made his decislon to replece his insurance;
; (@) Contein no misrepresentebion or false or mislesding statements,

(7) VIOLATION. Any violation of this rule shall be deemed to be
& migrepresentation for the purpose of inducing & _person to pufﬁhas@
idgurence .

{8) SEPARABILITY., If eny provision of this rule shall be held
invelid, the remainder of the rule shell not be affected thereby.

(9) NOTICE 7O POLICYHOLDER, When replacement is inmvelved, the

agent wust deliver to the prospect the following notice:

BOTICE 70 POLICYHOLDER
This notice to you is for your wrotection and ie reguired
by Wisconsin Administretive Code section Ine 2.07, Rules
of Department of Insurance.

I, If you ere ﬁrgeé to purchese life insurance and it iz
sugpested that y&u surrender or lepse or in any other way
chenge the gbatus of your existing ilunsurence in the process,
you sre spbitled to reguest and receive from the person
goliciting insurance a wribten proposel signed by him setbing
forth all the pertinent facts bearing on the transschion and
the sdventeges end disadventeges of chenging to the proposed

COVErages.



II.

IiL.

In every caése, 1t 12 to your adveatage to gecurs the sdvice
end recommendations of your present life insurence company
regarding the proposed réplacemspt or change in aneh @xiatiﬁg
policies, You ﬁag'aeeure thig iniorwetion by notifying your
prepent lasursnce coumpany or its egent ebout the proposed
replacement or chenge. In the event the replacement or
change suggested is presented by & persor representing the
company in which you already have existing lnsurance, you

are entitled to sevure the views of the howe office or of &
menagesent representative of this coupeny regerding the

desirebility of such replecement oy chang

If you are coneldering replacement ol your present lnsuresnce,
you are edvised that, es e geperal rule, i1t is not to your
sdvantege to drop or chengs any of your exishing life ingurenve
for the purposs of replacing ib with new life insursnce in the
seme or antther company. Some of the ressons for this are as
follows:

A, When a nev policy is lssued, its sequisition costs must
be paid, Almost ilovarlebly such cosbts are higher on a new
policy then the eurrest costs on an exleting policy.

B, The incontesteble and suicide clauses begin anew in a
pew policy. This could result in & claim under a new
policy being denied by the company which would have been
peid under the policy which wms replaced.

€. A pew policy usually will be isgsued st an ege higher
than that of the existing policy and thus usually will

heve o higher premiun rate.



L. Bxistipg policies often heve more Fevorable provisions
than pew policies in such areas as sebbtlement optlons
and disebility benefits.

E. Your present insurence compeny cen often meke & desired
change on terms which would be wmore favorable to yeu
then 1f you replaced your exilsting insurence with new
iasurence,

IV. For the sbove veasons 1t is slso generelly not to the
polieyholder ‘s adventage to put the originel policy on reduced
pald-up or extended insurence or %o borrow its losn valus
beyond ability or expectetion to repey in order to have
sufficient funde to pay premiuvms on e new policy in the saue
or ensther cosnpany.

V. There may be & fow very cocesionsl ceses where a replacement
might be to your sdventege. However, your best protection
in every cese is Lo secure the comments and viewsof your
present losursoce compeny before erriving et any decislon

om such en lmportant matter.

The rule conteined herein shall teke effect on May 15, 1968, as
provided in section 227.086 (1) (b), Wisconein Statutes.

Cherles Menadn"
Compisgioner of Insurance

Dated: Herch 2, 1962



