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STATE OF WISCONSIN )
)ss.
OFFICE OF THE COMMISSIONER OF INSURANCE )

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

I, S. C. DuRose, Commigsioner of Inasurance and custodian of the
official records of sald office, do hereby certify that the annexed
order adopting and renumbering rules relating to replacement of life
ingsurance policies; disclosure requirements were issued by this office
on Pebruary 24, 1972.

I further certify that said copy has been compared by me with the
original on file in this office and that the same is a true copy
thereof, and of the whole of such original.

IN TESTIMONY WHEREOF, I have hereunto
subscribed my name and affixed the
officlal seal of the Office of the
Commissioner of Insurance in the

City of Madison, State of Wisconsin,
this 24th day of February, 1972,

- 8. C. DuRose
Commissioner of Insurance

STATE OF WISCONSIM
DEPARTMENT OF STATE

RECEIWED AND FILED

sy ey Y T Ay
FER 2T W2

T Gl ZIR NERA AN

O £l
. o FTARY OF STATE

s, 77

Ltvtq




ORDER OF THE OFFICE OF THE COMMISSIOHWER OF IHSURANHCE

Renumbering and Adopting Rules

Pursuant to authority vested in the Comaissioner of Insurance by
saction 601.41 (3), Wis. Stats., the Commissioner of Insurance hereby
renumbers and adopts rules as follows:

fection Ina 2.07 of the Wisconsin Admivdstrative Code iz venumbeved
to be Ins 2,083%,

Sectlon Ins 2,065 (10) as venumbared 1s adopted to read:

{10) EXPIRY DATE., This rule ghall ewpire June 1, 1972,

Saction Ina 2,07 of the Wiseonsin Administrative Code 1s adopted to
read:

Ingz 2.07 BReplacement of Life Insurance Policiss; Disclosure
Requirements. (1) PURPOSE. The intevest of the life insuvance and
annuity polievholdersmust be protected by esstagblishing minimun standards
of conduct to be observed in the replacement or proposed replacement of
such policies; by making evallable full and clear 1m§ormaaiou on which an
applicant can make a decision in his own best interest; by veducing the
opportunity for misrvepresentation in replacement or possible replacesment
asituations, and by precluding unfalr methods of compstition end unfailx
practices in the business of insurance. This rule loplements and interpreis
gections 201,53 (13), 206.41 (10) (a)8., and 207.04 (1) (a), Wis. Stats.,
by-eatabliahiné minimun standards for the replacement of life insurance and
annuities.

(2) SCOPE. This vule shall apply to the solicitation of life fnsurance
gnd annulties authorized by section 201.04 (3), Wis. Stats., ecovering
vesldents of this state, and issued by insurance corporations, fraternsl

benefit socletlies, the faderal goversment or the state life iInsurance fund,



The procedures required by thls rule shall not apply teo the solicitation of
group, industrial or credit 1life insursnce described by subsections (3a),
(3b) and (3c) of mection 201,04, Wis. Stats., nor to the solicitation of
insurance vhich is not in force but waleh may be purchased undar a guaran-
toed insurabllity option, nor to the solicitation of short term nonrenewable
1ife insurance policies written for periods not in excess of 31 days, nor
to conversions of term insurance to permavent insurance within the sane
eompany. All of the provisions of this rule shall apply to non-group
aunulties excapt those provisions relating to the Proposal form described
in Exhiblic A,

(3) DEFINITION. Por the purpose of this rule, "replacement” iz any
trangaction wharein new life insurance or 2 new annulty is to be purchased
and it is known Lo the agent or company at the time of application that as
a part of the transaction, existing life insurance or an existing asonuity
has been or is to be lapsed, surrendered, converted into paid-up insurance,
become extended insurance, be subjected bo substantial borrowing of lean
values whether in a single loan or under a shhedule of borrowing over a
pariod of time, or changed to a lower cash value plan of insuranca. PForx
the purposes of this pavegraph the word subatantial shall be construed to
mean either a loan of $250 or wove or a loan in excess of 502 of the policy
tabular loan walues.

{(4) DUTIES OF THE AGENT., {(a) The agent must:

1, Obtaln with or as 2 part of asch appilicazion for life ilnsurance or
an annueity a statement signed by the applicant as teo whether sueh
insurance will replace existing life insurence or an existing
annulty on the sawme life and he wust leave s copy of the statement

with the applicant for his records;



2.

(&)

1.

2,

3.

4.,

Bubmitz to hig company in connection with each application
for 1ife inzurance or an gsnnuity o statesent as to wvhether,
to the best of his knowledge, replacement iz invelved in
the transaction; and the name of every company whose poliey
he has veason to belleve way be veplaced,

Where replacement is involved, the agent musts

Present a writter proposal to each prospect solicited not
later than at the time of taking the application and leave
it with the spplicant for his recovds;

Submit with the application to his company a copy of the
propesal and related ssles waterial or a clesr ldentifiecation

of the aales naterial;

Immediately notify every applicable company of the possibility

of replacement, and promptly furnish a copy of the proposal,
and related sales material to each applicable cowpany;
Present the notice vequired by subsection (%) of this rule
and related sales material to each prospect selicited not
later than at the time of taking the applicaaioﬁ and leave

it with the applicant for his records.

(5) DUTIES OF THE COMPANY. (a) If agents are involvad with the

solicitation of life lnsurance or annuities on residents of this state,

evary asuthorized company must inform its agents of the rvequirements of

this rule and:

1.

Secure with or as part of the application a statement signed
by tha applicant as te vhethey the new Insurance or avnulty
will geplace existing insurance and also ascertain that a

copy of the statement was left with the applicant:



2. Where replacement is inwolved:

a. Securs a copy of the proposal, and the nase of
every company whose pelicy there ia rveasom to
think may be replacad;

b. Temediately ascertain that a copy of the proposal,
and notice of the possibility of veplacement hag
been furnished to every company vhich issued the
ingurance balng replaced;

¢, Hzxemine the proposal, and ba satisfied that it neets
the requirements of this disclosure rule and
Uisconsin Administrative Code section Ins 2.14;

d. HKeep a copy of the proposal, and the applicant’s
sizned gtatement in 1ts home office for at least
3 years Iindexed so as to be readily availablae to
the Offiecs of the Commissioner of Insurance;

(k) If agente are not involved with the solicitation of life insurance
oy annuities on residents of this state, every authorized company must;
1. Secure with or as part of the application a statement
slgned by the applicant as to whether the new lnsurance
will replace exlsting lusurancs and the name of every
company whose policy there is veason to think may be
raplaced.
2. Where replacenent is involved, the company must:
a2, Immediately notify every applicable company of the
posaibility of replacement and furnish such eouwpany
with the detalls of the proposed insurance and

related sales material;



b, ¥eep records of these notifications in its home
office for at least 3 vears indexed so 88 to ba
readily available to the 0ffize of the Cowmissioner
of Insurance,

{6) CONTENTS OF PROPOSAL. The written proposal requirved by this
rule must be In o form substantielly as deseribed in BExhibit A and contain
ne misvepresantations or deceptive, false, or misleading statements.

{7) VIOLATION. Any wviolation of this rule shall be deewed to be a
misrepresentation for the purpose of inducing a prospect to purchase
insurance and sany person gullty of such violation shall be subject to
gection 601.64, Wias. Stats.

(8) SEPARABILITY. If any provision of this rule shall be held lavalid,
the remainder of the wule ghall not be affected theraby.

(9) HOTICE TO APPLICANT., Whem veplacement is invelved, the agent
must attach tha following notlce to the written »roposal which iz deliverad
to the applicent:

HOTICE TO APPLICANT

This notice to you is for your protectlon end is required by
Hisconsin Administrative Code saction Ins 2.07, Rules of 0ffiece of the
Covmisaionary of Insuraace,

I. 1If you are urged to purchasa life insurance and it
is suggested that you survender or lapse or in any
other way change the status of your axlsting
insurance la the proceas, you are entitled to raquest
and receive from the person soliciting insurance 2
written proposal signed by him setting forth all
the pertinent faects hearing on the transaction apd
the advantages and disadvantages of changing to the
proposed coverages.

11, In every case, it is to vour edvautage to sscure the
advice and recommendations of vour present life
insurance company vegarding the proposed replacenent
or change in such emisting poliecies. You way securs
this information by notifving vouv prasent imsuvanpe
company or 1ts agent about the propeosed replacement
or change, Tn the event the yveplacement or change
suggested is presented by a person representing the
company in which you alveady bhave sxisting insuvrance,

By



I1I.

v,

V.

wou are entitled to securs the views of the home
oifice pr of a management representative of this
eompany regarding the desirablility of sueh replace-
ment or change.

1f you ave vonsidering replacement of your pregent
insurance, you are advised that, as g general rule,
it ip not to your advsntepe teo dyop or chauge any
of your exlsting life insurance for the purpose

of replacing 1f with pew life insuwrance in the same
or another company. Some of the rveasons for this
arve as follows:

A. When a new policy is issued, its acquisition
costs must be pald, Almest invarisbly such
eosts are higher on a new poliey than the
current costs on an emisting policy.

B, The incoutestabla and sulclde clauses begin
anew In a new pelliey. This could result in
a clair under & new policy being denled by
the sompany which would have been pald under
the poliecy which was replaced.

C. A new poliey usually will be issued at an age
higher than that of the existing pelicy and
thus usually will have a higher premium rate.,

D, Exlsting policies often have more favorable
provisions than new policies in such areas
as settlement options and disability benefits,

E. Your present insurance company can often make
a desired change on terms which would be wore
favorable to you than 1f you replaced your
axisting insurance with new ilasurance.

For the sbove reasons it is also generally not to the
policyholder's advantage to put the original policy
on reduced pald-up or extended insurance or to borrow
its loan wvalue beyond ability or expectation to repay
in ovder to have sufficient Funds to pay premiums on
a new policy in the sawe ovr another company,

There may be a few very occasional cases where a re-
placewent might be te your advantage. However, your
bast protection in every case is to sasecure the comments
and views of vour present insurance cowmpany before
arviving at any declsion on such an important matker.



Vi, 1f, iu the negotiation to rveplace existing insurmnce,
it 1a suggested by an ageat or employee of the presant
company that the existing insurance not be veplaced,
you ave entitled to request from the pevson makiug the
suggestion a written statement setting forth all the
pertinent facts bearing on the advantages of the o

sugneation.

{(10) EFFECTIVE DATE. This rule shall become effective June 1, 1972,

0ffice of the Commisaioner of Insurance

=4

Dated Pebruary 24, 1972.

8. G. DuRlose
Compisnioner of Insurance

STRTE OF WISCONSIN
OF STATE
AMD FILED
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EXHIBIT A
PROPOSAL

(Thir form provides iunformation on your present life insursnce. It also provides
information on the life insurance which has been proposed te you.)

Hame of Applicant

Addresa

Street ’ City State Zip Code

Hame of Insured 1f Other Than Applicant

Date of Birth of Insured

1. COMPABRATIVE INFORMATION

+Existing Life Propoaed Life
Iten .....insurance Insurance

Policy Humber XXEXEXZ
Insuranee Company

imount of Basic Insurance:

Currently &

10 Years Hance 8

)

$

20 Years lence

At Age 63
Banic Plan of Insurance
Present Amownt of Term Ridex(s) 3
Isgue Age ,
iszsue Date XEEXXXXXK

Yr. Prem. Yesr Tr. Pren, Yoar
Payable Coverage Payable Coverage
Premium Yori Prem. to Ceases Prem. to Ceases

Basic Policy $ $
#Aceidental Death Benefit
Walver of Premium Benefit
#Disability Income Benefit
Family Income or Incressed
Protection Rider '
Option to Purchase Additional
Insurance
Other Benefits (Explain)
Total Current Premlum [ | $
Frequency of Premium Paypent

#*1f Premium For Benefits: (A) is not separable from basic poliecy premium, insert
“Ineluded in Basle Policy Presmium”, or (B) iz an sggregate premium, show the aggragate
premium,

+1f more than one exiating life insurance nolicy is to be affected by a transaction
ingcluded within the definition of a replacement contained in subgection (3) of the rule,
(1) the existing life insurance column of a separate sipned Proposal form must be
completed for each such policy providing the information required by the form with
respect to existing policies, and (2) a2 separate signed Proposal form must be completed
for the proposed policy. The latter form wmust suvmmarvize, to the extent possible, the
information concarning the emlsting policien set forth on the separate forme, and must
inelude the Information required in items 2 through & of the Proposal form.

B



+Existing Life Proposed Life
Tabulax Cash Values: . Insurance Insurance

At Prasent 8 , $
1 Yaar Henca ' - '
3 Years Hance
10 Years Hence
At age __ (Highest age shown

in Cesh Value Table of

ezxlsting Policy) $ » _ 8
Cash Value of any existing ' ' '

Dividend Additions or

Accusmulations (1f avallable

from applicamt) $ $
Ampunt of Loan How '

Outetanding, 1f any 3 _ $
Amnual loau Interest Rate 2 Z

Date Contestable Period Expives
Date Sulcide Clause Expires

Settlement Option at Age 65
Monthly Life Income - 10 Years _
Certain - par $1,000 Proceaeds $ §

Dividendaf®

Is Policy Participating?
Annual Dividend (current scale)
1 year hence

2 years hence

5 yaars hence

1D vears hence

Total 10 years S 8

#4Dividends are based on the 19 _ dividend scale. The dividends shown ave not to be
congtrued as guarantess or estimates of dividends to be paid in the future. Dividends
depand on mortality euperience, investment sarnings and other factors, and are determined
aach year at the sole discretien of the company’s board of directors.

The agent is vesponsible for furnishing reguired dividend information., It is recoumended
that he obtain this for the policy being replaced from the coupaay issuing the original
ingurance. As an alternative, however, he may show dividends on closest comparable
policy, amount, age and duration from curvent statistical manuals (interpolating where
necessary) provided the premium rate for such closest comparable policy is the sanme as,
or differs only inconsequentially from, the premium rate for the policy to be replaced.
It is to be recognized that dividend information under this alternative wethod, with
respact to ezisting insurance is not likely to be as saccurate as dividend information
obtained directly from the company lasuing the original insurance.

Eource of dividend information used:

2, Advantages of Continuing any Existing Life Insurance:




3. Advantages of the Prepesed Replacement of the Exiating Life Insurance:

4, Addicional Informatien:

(A) The Existing Life Insurance Cannot Pulfill Your Intended Objectives
for the Following Reason(s):

{8) The Existing Life Insurance (Can) (Cannot) be Changed to Provide
the Benefits Desived Under the Proposed Life Insurance, If it
Can be Changed, the Reason for Proposing New Life Insursnce Rather
than Changing the Existing Life Insurance is as Pollows:

(C) tnder the Proposal, the Existing Life Insuvance Policy Will Be
Teaated as Follows:

3. The Primary Beason for the Proposed Replacement of the Existing Life
Insurance by New Insurance is as Follows:

6. Additional Remarks:

Date | Signature of Agent

Address

1 hereby acknowledge that I received the sbove completed "Proposal” and the
"Hotice to Applicant” before I eigned the application for the proposed
new insurance.

Date Signature of Applicent

~10~ | é ép



Hote: It ig the position of the cosmissioner that the changing of a poliey
to one with lower cashk values i3 replacement 1f the freed premium dolliars
are to be uwsed to purchase additi{enal life insurance. This position is
not intended to discourage the prograsming of life insurance as it is
tecognized that insurance needs change. Rather, 1t is intended that the
insured should be givan as wmany facts as possible to ald him in wmaking his
decision,

Subsection (4) (a) requires that a copy of the replacesent statement
be left with the applicant for hie records. This requirement is satisfied
if the statewment iz included in the application and the application iz made
a part of the poliey.

The rule undexr paragraph (a) of subsection (4) requires a distinct
and separate statement by the applicant as to his knowledge of replacement
and a distinet and separate statement by the agent as to his knowledge of
replagensant. A statement made by the applicant and subseribed to by the
agent does not meet this requirement,

Subsection {4) (b)3. makes a purposeful distinccion between the
“iemedlate™ notice and the “"prompt” submission of the required ftems. It
is important that “immediate™ notice of replacement be sent to the company
whoge policy 18 being replaced, That company may then offer racomsendatiens
to its policyholder before the replacement policy 4is issuad. In some cases
the replacement proposal wmay contain some inadvartent ervors which should be
corrected before the proposal i1s forvarded. If notice of replacement were
held wp wntil these corrections were made, the tyansaction might be completed
before the original company has an opportunity to make its recommendations
to ita policyholder. To give effect to the distinction batween ifmmediate
notice and prowmpt submission of the proposal:

{1) Complience with the requirement of immediate notification
under tha rule will be deemad sufficlent 1f the notice
is forwarded within 24 hours of the taking of the
application, or 1f auch forwarding precedes all sther
stepas, such ae ovdering an Iinspectlon rveport or medical
examination,

(2) The veplacing company may, by written agresment, assume
the agent's responsibilicy of immediate notification,
In so doing, however, the company wust delay policy
issuance for a period commensurate with the delay
resulting from its action and muat be prepared to handle
any dissatiafaction of the applicant with sppropriate
remedy as, for example, canecellation with full return of
?rﬁmm;

(3) The replacing company may, by written agreement, apsume
the spent’s duty to satisfy the requirements as sst forth
in subseection (4) (b)3. It is reasonable to expect that
the raquired items will be sent to the rveplacing company
within 3 working davs of the time the application is
recelved at the home office unless the proposal has to ba
returned to the agent for corrections or additional
information, In no event ahould the replacement policy
be dssued until after the requived iteme bave been sent
to the othar cowpany.

wd J



The procedures iu (1) and (2) cowprise 8 priwa facie weans of
compiliance but do not preclude such other means zs way prove to give
impediate notificetion and vhich would come within the penerally accapted
definition of "lmmediate”.

It 48 recognized that the present "Hotice to Applicant” is not
entirely appropriste for use in cases involving annuities. This rule
makee no attempt to prescribe the specifie vording of this notice bacause
pf the many veriebles in the fev replacement cages thet are contemplated.
However, it is expected that the company will assume the responsibility
of adapting the netice to fit annulty cases when they arise.
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