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STATE OF WISCONSIN 

DEPAR'l'MENT OF INSURANCE 
~ .s. 
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the offioial records of said department, do hereby oertify that the 

annexed amendments to the Wisconsin Administrative Code relati~ to 

"'-' 

disclosure requirements in connection with replacement of life insuranoe 

. \ 
I 

poliCies were duly approved and adopted by this department on April 2, 1965. 

I further oertify that said copy bas been compared by me with the 

original on file in this department and the same is a true oopy thereof, 

and of the whole of suoh original. 

IN TESTIMONY WHEREOF I I bave hereunto 
set ~ hand and affixed the 
Official seal of the Department at 
the Hill Farms state Office Buildingl 
in the city of Madison, this 2nd d~ 
o rill A.Do l 1965. 



Pursuant to authority vested in the Commissioner of Insurance by 
section 200.03 (2), Wis. stats., the Commissioner of Insurance hereby 
amends a rule as follows: 

Section Ins 2.07, SUbsection (3), of the Wisconsin Administrative Oode 
is amended to read: 

63) 
-(-4-)- DEFINITION. For the purpose of this rule, "replacement" includes 

any transaction wherein new life insurance is to be purchased and it is known 

to the agent that, as a part of the transaction, existing life insurance has been 

or is to be lapsed, surrendered, converted into pe.id..,up insurance, becom.e 

extended insurance, be subjected to substantial borrowing of loan values 

whether in a. single loan or under a schedule of borrowing over a period 

ot time, or changed to a lower cash value plan ot insurance. Whenever 

the terms lite insuranoe, insurance, or insurance described by section 

201.04 (3) are used in this rule they shall be con$trued to include all 

insurance item.:Lzed under section 201.04 (3), WiSCOnsin Statutes, including 

Seotion Ins 2.07, subsection (9) (introductory sentence) is amended 
to read: 

(9) NOTIOE TO pOLIOYHOLDER. When replacement is involved I the agent 

must attach the following notice to the written proposal which 1s delivered 

to the prospect: 



A note is added at the end of the rule to read: -
!2.!!: It is the pard tion of the department that the changing ot a 

policy to one with lower cash values is replacement if the freed premium 

dollars are to be used to purohase additional lite insurance in another 

c~. This position is not intended to discourage the programming of 

life insurance as the department recognizes that insurance needs change. 

Rather l it is intended that the insured should be given as l'I'l.&lY facts as 

possible to aid him in making his decisions. 

SUDsection (4) (a) requires that a copy of the replacement statement 

be left With the applicant for his records. The department has interpreted 

that this requirement is satisf'ied if the statement is included in the 

application and the application is made a part ot the policy. 

The rule under paragraphs (a) and (b) of SUbsection (4) requires a 

distinct and separate statement by the applicant as to his knowledge ot 

replacement and a distinct and separate statement by the aaent as to 

his knowledge of replacement. A statement made by the applicant and 

subscribed to by the agent does not meet this requirement. -
SUbsection (4) (c) 3 makes a purposeful distinction between the 

"immediate" notice and the "prompt" submission ot the proposal. It is 

important that "immediate" notice of replacement be sent to the company 

whose pOlicy is being replaced. That company may then offer recommendations 

to its policyholder before the replacement policy is issued. In some 

cases the replacement proposal may contain some 1nadYertent errors Which 

should be corrected before the proposal is forwarded. If notice of 

replacement were held up until these corrections were madel the transaction 

misht be completed before the original company has an opportunity to make 

its recommendations to its policyholder. To give effect to the distinction 
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between immediate notice aDd prompt submission of the proposal: 

(1) The immediate notice required by IJubsection (4) (c) 3 must 

include the applicant's name and date Of birth and the name of the 

replacing company. other data Buch as policy number, type ot policy, 

date of issuance, etc. I should also be included it available from the 

applicant. Compliance with the requirement 01' immediate noti:f1cation 

under the rule will be deemed sutf1cient if the notice is torwarded 

within 24 hours of' the taking of the application, or it such :forwarding 

precedes all other steps, such as ordering an inspection report or 

medieal examination. 

(2) The replacing company may, by wri tten ~eement I assume the 

agent's responsibility of immediate notification. In so dOing, however, 

the company must del~ policy issuance for a period o~nsurate with 

the de~ resulting from its aotion and must be prepared to handle any 

dissatisfaction ot the applicant with appropriate remedy as, for 

example, cancellat10n nth fUll return of premium. 

(3) The replacing c~ ~, by written agreement, assume the 

agent's duty of furnishing the proposal as set forth in subseotion 

( 4) (c) 3. It 1s reasonable to expect that the proposal will be sent 

to the replacing company wi thin 3 working d~s of the time the 

applioation is received at the home office unless the proposal has to 

be returned to the agent tor corrections or additional information. 

In no event should the replacement policy be issued until atter the 

replacement proposal bas been sent to the other company. 

The procedures in (1) and (2) comprise e. pr;l.ma facie means of 

QGmpliance but do not preclude such other mean$ as mB¥ prove to give 

immediate notificatiQn and which would QGme within the generally accepted 

definition of 1I1mmediate". 



It is recognized that the present HNotice to Policyholder" i$ not 

entirely appropriate for use in cases involving annuities. The department 

is making no attempt to revise the wording of this notice because ot 

the expense involved in reprinting the form in relation to the few 

replacement cases that are contemplated. However" it is expected that 

the c~ will assume the responsibility of adapting the notice to 

tit annuity cases when they arise. 

The amendments herein contained shall take effect on Ms.y 1, 1965" 
as provided in section 227.026 (1) (b), Wis. stats. 

Commissioner of Insurance 

D6ted April 2, 1965 
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