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(7) RESERVE VALUES. Reserve values, on account of included provi­
sions, will be based upon the requirements of section 206.201, Wis. 

1 
Stats., or other applicable statues or, in ,the absence of specific require­
ments, on such additional standards as the commissioner of insurance 
may prescribe. 

(8) EFFECTIVE DATE. On or after April 1, 1965, no life insurance 
policy shall be approved for use and no such policy heretofore ap­
proved shall be issued or delivered in this state unless it meets the 
requirements of this rule. 

(9) SEPARABILITY. If any prnvision of this rule shall be held in­
valid, the remainder of the rule shall not be affected thereby. 

NotfJ: The repeal or the previous rule and th adopl lon o~ this rule was 
uromptctl by the Jnconsistency which existed boLw wm Urn i·cpealed rule and 
provl1:1lon ~ o.C section 206.18 (1), Wis. Stats. 'J'lll s 1.nc:onmstency caused an v 
t! ros:io11 In th am llct'l:Lion of the old Wisconsln .Arl 111Jn istrnllve Code section 
Ina 2.0ii to the point where any of the benefits listed in the new rule were 
accopta,ble for inclusion in a life policy without a separate statement-a 
practice which is in almost complete disagreement with the apparent intent 
or. tl11:1 statute. 

Provision 2 of section 206.18 (1), vVis. Stn.t.Jj., r •1L1i1 · · <In lmllvl rllml 11tnlo­
ment of the premium charged for any b e11e1'1l l)l'O\•ided In. !• lire O'L' endow­
ment policy separate from the premium cbnrged. for the he.sic I U: or ndow­
ment coverage which is based on a life uunUngu1rny lllbl > nt.l p1·ovioled by 
the policy, '.rhe department feels that thi s fo ll 1.llsc.! W>lll'Q. llll.s stnmg m r it 
even in the present insurance market. However, in the years since .the ena?t­
ment of this statute in 1909 several changes have taken place m the l.1fe 
insurance industry that necessitate a rule providing standards to determme 
whether certain disability benefits may be included. in a life or endowment 
insurance policy without a separate statement of the premium charge in 
line with the original intent of the statute. The principal changes are: 

1. The automatic inclusion of some benefits in a policy enables an insur­
ance company to provide some additional disability benefits at a relatively 
smail cost in relation to the charge for the basic life or endowment msurance 
coverage, 

2, Cu$tom of Llia h llt.'lne>;S through the years has now classed some dis­
ability ccwernges aa bencJlts which are a supplemental policy provision in 
most Ill' r i;mc~owrnenl poltcies and sometimes needed as an integral part 
of the policy. 

';l'h puJJll c , lnLl;!rest illct11. tcs tha.t it Is expedieut to r ecognize these two 
luu1gM wh n tll 011L (or t lrn alsub1"1ty lJnna.fl t lli \ow 0 1· n ominal, the cover-

<'lre fs neetlod, !md is easily u 11derst ood b~' tlle ttppll cu.nt or insured. This 
r1 Lll.l p rovld' · ·rfter lEL to ,1et f)rmhle tll iM\J)HJty oven\g's which may be defined 
ns an lnteirrn.I pa;rl of l ll e h n.. .. lc life on1! rld wm nt. iri1111ru nce and are. 
thereto.re, bencllts which may be iuc!t1r.led without a separ a t e and distinct 
stu.tmnent or p rcmhrni, 

The new rule was developed as a result of the following main considera­
tions: 

J. 'J.1he dc1m.r trrlent J)as a. strong concern rol' tHsclo urc ln 1;;ltu '1.tlo1111 wh 1· 
lntimlloual or 11nintenll.onnl i11l!;representcklion. may IJe pres13t t o mlsloacl JYI" 
on fulie prosJJ ctlv(l PlU'cil3Aoril or Jl fo lm•u 1·w 1c . 'l'he l'latutory br~s l i; .for 

th is m1thority ls .set :forth In sect ion 207. 04, Wls. Stats. 
2. 'l'he dli;c1oaure pli llosophy In Wis ·onsin .In ,rrspect to Jifo tu urn.nee cov­

e rage pr emlun'm origlniltad In the ycn,r 1909 vh n th Leglsl a tu1·e nn.cted 
sectlrm 19~.j!m (now section ~OG.18 Cll. provls lan 2, Wia. Stats.) r quiring 
t11 a.t Q. JlOl Icy Of 11 ·£1~ inSlll'liJ'.IOf< 1!'1.Pi'lCI (y •·separa.tely the prenilum 'hn.l'ged for 
ffi'IJ' bcnaflt 1~1·omt~nd In the policy other than ll l'\ o•· 1t1om11ent !Jrnai'ance." 

'T,h ll 1908 ' V lscOvll)l n "Jnstu·an·ce R•~Poct to tthe Governor s t a t ecl: 
"Notwlthi;uuullng the llbrll'a l p.1·ovl~:lani~ :ror xpet1 1:1ea wblch o.r r>O:.­

s lble imde1· tile new Jn ,va, several d \'lOCJl· to r lncreasln g thf1.1 a,111ount fa.1· 
f)eyond the p1•oposeil l>euefltl! have been au hmitted to this d e pn1·tment fol' 
Its approva l. '.rh re ls 1~11 Ine r a.1.!lll i;' t e ndru1oy to tntrorlu e ,Into contra.ct1> 
Co r I lfe .lnsurnnco pnw ls !o.ns fo r a ddltiono,I bCJ'I r.lts .such its old a.ge, dl li­
a.blllty rtnd Al k h 11eflts. Th se forms o:C ln1:1uran ce Jn m .';lnY c~e1:1 are 
very clealrnhle but It Is rarely tha t tl1e adrlltlon or. these ll netl ts ta 
riollclea s 1w in f:' fro m a n h on e;i t d.erore on t he· pi.u •t of th e compan ie·s to 
rurntah the Insurance protection. Thel.r a ddltlcm to policies of tU:e lnaur­
n;u e ordlmi,ril Y 011l y 8cPves n,q a cloak ro r tlie addition or a g r eatly 
lnr.r cas d premium, The. polloyholdcr sh oulrl be Int rmecl se.pfl.vat cily of 
wl1at ts c1mrgecl J1lm £or the ' life Insurance a nr.1 Whn.t I~ -Ohar ged him 
fo r the ol(I ILl.l' , ·dl~ahllit:v or 11!ck beneflt ·Insurance. Tll is Information 
~l1oul cl Ile contah1ed In the c.ontract o t ln ~~1rnnc:_e . P oUcyholders can then 
jl1dge for them~ lvts whctl1er the adclltlon ttl ben efits are wo1·th the 
charges wh ich It ls .P l'Ctposed to exact nn(I !10th the company o.na the 
po!Jc.Yholder can g et .th e 1"esultlng conomy In agency 1tnd mecllcal c x­
Pf'nsc>; rr11111 writ ing tlie two Ontracts a t th e snme time." 

Reg"ister, March, 1965, No, 111 
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Thcae o bs .rvn lion1< appa t' ntly rll'ompt ecl the Leglalalu.ro In tho fo llowinir 
year to enact sccllon .104!lm. 

3. Add.ltiona.I Insight in res:ve l to the odgllia.I intent of the cllo;do;nu·e 
sta.tllte Is given In 'ominlssloncr 'l a.1·y's I tt r on this subJe<:t t.lated 

~ctobcr 22, 1016. In this letter the Commtsslone1· 11<111 uml 0 r ,,onsl<l rn·tl on 
two fllinA"8 In which o. wniV<.!r oC p,r mi1,tm hen ·flt w:ui In tuded In a potlcY 
CoTm i;n·e\cl usly usetl. 'l'hc 11 w (iov .ru.ge wltlt the lota l tmcl permanent dis­
a.lllllty benellt wa.s to be .,old at U1e same price proviot!E ly us rl on ly for Lhc 
~""'~le cov l'll.ge. CommJssion ·r I a.ry Indicated lh following in reapect to 
liboraUza tlon ot pollcie11 wbero no ollrcct c>Jmrgo Is nma , Cor the addition a l 
benefit. 

"St1bd.fvisio11 2., o.I' a~tlon 10·1 Sm, Wlscon~ln !!lah1t '!I, 11rovlrl s th;it 
no policy 01' ins ura nce (Llre) slla.11 be deliver 'd In WI - ·OnHl n afl i• the 
year 1909 ut1less It contains a tabl e 'specifying s'l)O.l'a.teJy thG 111·C'11i.ium 
ohrirocd for any ben tit prowlswl in th noUcy oth r thn.n ll!c or e ndow­
ment lnSlll'l\ llC • • • .• It ·Is argued tha l policies 1mch as those proposed 
by the Pruden ti a l are subject to sa.1<1 section, and o.re re<tulrecl to sh w 
In a separat blo the charg ior i;uch ad Utlonat benefils. 

' 'I Cl;mnot ag-i·e · with this · nt •nti n. I do not b I ' 'e that it "'" s tho 
intention of the lC!j'lslature, when ll nactctl till ~ law, to restrict Insur­
ance com11a.nics In o. lOJ railzlng of ti.tr. Ir po llclcs whern no dl t" ' l lm1•i; 
to the ruisu1·c1 1 wu.a miul ro1· tl•I! :tdflcd benefit ant'.! w her ~uch a d<U­
tlonal bene fit woulll ~riot endanger the so tv ncy of lb ompam·. r on­
cl'Ude, after consltlerlng the statute ·n.r r11Uy , that w hat thP I gjF;lo•htre 
ha.1.l In mini! was ro.thei· a s !tuution wher' the company ·p.roposed to 
gJve benefit!l other t.Jrn.n death ant1 endowment llcneflts whl h !n v lv d 
additiona l premhun charges, In which vent tha company 111t111t ~pecifi­
co,lly state wha t tha t adaJUono.1 harge is. I ta.Im ft that th li;; pr·ovl2ion 
wo.s incorporn.tad so that th assul'ed mfi;ht know whut it W l J,.S paying 
for the b neflt p1·01nlscd ; tha. t' the co~t 111tould nol Jic ,~onccale :J jn n 
lump premium charge." 

Commissioner Cleary also commented on the rnct tho.l •v n l11ou"°h lhere 
is no significant premium charge there hi 1w inm· used compRny li1\blllty 
because of the provision and that a limited d!F;closnre ' n.s 11 cl d to obtnln 
approval. The last paragraph of the lette1· set~ rorll1 thts pos ition o.s fo llows: 

"'rhe.r cam be n quesllon that the ndded 1 neO ts pro1i1lsetl in these 
policies cost the COmpan>r somclltlng. '):h Uabttity oJ: th e c mnru1y on 
every outst.ancUng 11011 zy o~ttl In Ing L11l s provision is g rel\t r thi~n It 
woultl lJe Ir 1mrc lir or en rlow1ru:mt f.nsurnn ce w ro tho onlv benefits 
promised. It "'UJ be nl!ccsao.ry, therc.fOI'EI, to take t'h\11 tidclllloria,1 benefit 
into I\· o unt ln w.th1l1ti; lheH po)!ci e. 'Jl'OI' lbls reason U1e poUcy should, 
by o. printed or stamped pr'.lvi.sion In 01•pora:ted in t11e noll<'Y, state the 
ri111nunt estimat d as the os t t flUCh hen nt. This _pl'f>villlon may also 
stRt th!Lt Atleh sum l!i lnclotkd In the 11remlum char~ed. The sum so 
stated ~hould he adequate, and will b a guide t o aot11arhis In valuing 
th polld E>.s. 'rhe l\PrJrova.I hereby giver\ lo th poll<>ic!I is sub ject to th<' 
Incorporation of such a provislon." 

The above considerations provide a basis for the standards or criteria 
adopted In this rule. 

History: 1-2-56; r. and recr., Register, March, 1965, No. 111, eff. 4-1-65. 

Ins 2.06 Credit life insurance. (1) PURPOSE. This rule implements 
and interprets applicable statutes for the purpose of establishing 
minimum requirements for the transaction of credit life insurance. 

(2) POLICY PROVISIONS. (a) Credit life insurance policfos may in­
clude total and permanent disability benefits 01· may include credit 
accident and health benefits as dofrned in sedion 201.04 ( 4a), Wis. 
Stats. Credit llfe insurance policies ·which include cred.it accident and 
health insu.1·ance benefits shall contain all of the appxopl"late 1·equil'ed 
provisions relating to such insurance. 

(b) Each individual policy or group certificate of credit life insur-
ance shall, in addition to other filing requirements, set forth: 

1. The name and home office address of the insurer. 
2. The name of the debtor. 
3. The amount and term of the coverage by description, formula, 

schedule, or by equating both to the amount and term of the indebted­
ness. An insurer may submit other methods for indicating amount 

Regi~t~. r. llfarch, 1%G, No. 111 
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and term, subject to the approval of the commissioner, which it be­
lieves are equally clear. 

4. The amount of premium or identifiable charge separately for 
credit life insurance, for total and permanent disability benefits, and 
for credit accident and health insurance when the debtor has paid or 
obligated himself to pay all or any part of the premium or identifiable 
charge. 

5. A description of the coverage, including any exceptions, limita­
tions, or restrictions. 

6. A provision that the benefits shall be paid to the creditor to 
reduce or extinguish the unpaid indebtedness. 

7. A provision that the insurance on any debtor will be cancelled 
if his indebtedness is terminated through prepayment, refinancing, or 
otherwise. 

8. A provision that a refund will be granted in the event of cancella­
tion or termination. The individual policy or group certificate shall 
either describe the method of computing the refund or state that the 
formula or schedule for such computation has been filed with the com­
missioner of insurance. This provision shall not be required if the 
debtor has not paid or obligated himself to pay all or any part of the 
premium or identifiable charge. 

( c) If a contract of credit life insurance provides for a limitation of 
the amount of coverage related to credit life insurance provided by 
other contracts in force on the life of the debtor, such limitation shall 
be explained to the debtor at the time the indebtedness is incurred and 
shall be acknowledged in writing by him in an instrument separate 
from the individual policy or group certificate. Alternatively, the in­
dividual policy or group certificate shall include a brief description or 
separate statement referring to the limitation of amount of coverage. 
The brief description or separate statement, if used to meet the fore­
going requirement, shall be printed on the first page of the individual 
policy or group certificate in type more prominent than that used in 
the text of the policy or certificate and shall clearly indicate the limita-
tion. I 

Register, March, 1965, No. 111 
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(d) If a contract of credit life insurance provides for a limitatio~ \ 
of coverage related to the age of the debtor, such limitation shall be ; 
explained to the debtor at the time the indebtedness is incurred and ' 
shall be acknowledged in writing by him in an instrument separate · 
from the individual policy or group certificate. Alternatively, the in­
dividual policy or group certificate shall include a brief description or 
separate statemenb referring to the age limitation. The brief descrip­
tion or sepa1·ate statement, if used to meet the foregoing requirement, 
shall be printed on the first page of the individual policy or group 
certificate in type more prominent than that used in the text of the 
policy or certificate and shall clearly indicate the limitation. 

(3) TERM OF' CREDIT LIFE INSURANCE. The term of any credit life 
insurance shall, subject to acceptance by the insurer, commence on 
the date when the debtor becomes obligated to the creditor, except 
that, where a group policy p1·ovides coverage with respect to existing 
obligations, the insurance on a debtor with respect to such indebted­
ness shall commence on the effective date of the policy. The term of 
such insurance shall not extend more than 15 days beyond the sched­
uled maturity date of the indebtedness except when extended without 
additional cost to the debtor or when provided by a group policy the 
additional premium for which is paid by the policyholder without 
any additional direct identifiable charge to the debtor. 

( 4) AMOUNT OF CREDIT LIFE INSURANCE. The amount of credit life 
insurance shall not exceed the maximum set forth in section 206.63 ./ 
(2) (a), Wis. Stats. 

(5) REFUNDS IN EVENT OF CANCELLATION OF' INSURANCE. Schedules 
for computing refunds in event of cancellation of credit life insurance 
prior to the scheduled maturity date of the indebtedness must meet 
the following minimum requirements: 

(a) Schedules used to compute the refund in connection with de­
creasing life insurance contracts must provide for a return at least 
equal to that which would be provided by application of the so-called 
"Rule of 78" sometimes referred to as the "sum of the digits rule." 

(b) Schedules used to compute the refund in connection with level 
amount credit life insurance written on single payment, irregular, or 
balloon note transactions m.ust provide for a refund at least equal to 
the amount which would be granted if the so-called "calendar pro 
rata method" were used. 

( c) Refunds shall be based upon the number of full months pre­
paid from the maturity date of the policy, counting a fractional 
month of 16 days or more as a full month. 

(d) Upon termination of indebtedness repayable in a single sum 
prior to the scheduled maturity date, the refund shall be computed 
from the date of termination to the maturity date with allowance for 
a full month for an unexpired fractional period of 15 days or more. 
For example, consider a credit life insurance policy issued in connec­
tion with an indebtedness incurred January 1, 1958, to be repaid 
January 1, 1959. If the indebtedness terminated June 15, 1958, use 
June 1, 1958, to compute the refund for 7 months. If the indebtedness 
terminated June 16, 1958, use July 1 to compute the refund for 6 
months. 

Register, February, 1965, No. 110 
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(e) Credit must be given to the debtor for all refunds, regardless of 
amount, provided that no refund or credit need be made by an in­
surer if the amount thereof is less than one dollar. If credit life in­
surance and credit accident and health insurance have been in force 
on the same indebtedness, the sum of the refunds due on all such 
contracts shall be used to determine if a refund is due the debtor. 

(6) EVIDENCE OF INSURANCE. If an individual policy or group cer­
tificate of insurance is not delivered to the debtor at the time the 
indebtedness is incurred, a copy of the application for such policy or 
a notice of proposed insurance shall be delivered at such time to the 
debtor. The copy of the application for, or notice of proposed insur­
ance, shall be signed by the debtor and shall set forth the name of the 
debtor, a description of the coverage, the amounts of premium or 
identifiable charge separately in connection with credit life insur­
ance and credit accident and health insurance. The copy of the appli­
cation for or notice of proposed insurance shall also refer exclusively 
to insurance coverage, and shall be separate and apart from the loan, 
sale or other credit statement of account, instrument or agreement 
unless the information required by this subsection is prominently set 
forth therein. U pan acceptance of the insurance by the insurer and 
within 30 days of the date upon which the indebtedness is incurred the 
insurer shall cause the individual policy or group certificate of insur­
ance to be delivered to the debtor. Said application or notice of pro­
posed insurance shall state that upon acceptance by the insurer the 
insurance shall become effective as provided in subsection (3) of this 
rule. 

(7) APPROVAL OF FORMS AND RATES. (a) All forms of policies, 
riders, endorsements, certificates, applications, notices of proposed 
insurance, or other instruments which will be issued or delivered in 
Wisconsin as a part of a credit life insurance contract shall be sub­
mitted to the commissioner of insurance for approval under the terms 
of this rule. 

(b) No policy, rider, endorsement, certificate, application, notice of 
proposed insurance or other form pertaining to a credit life insurance 
contract shall be issued or delivered nor shall a refund schedule be 
used in Wisconsin on or after the effective date of this rule unless such 
form and refund schedule are filed with the commissioner of insurance 
and approved by him. No credit life insurance shall be effected on a 
debtor under an existing group policy, commencing with the policy 
anniversary date on or after the effective date of this regulation, 
unless a certificate of group insurance or a notice of proposed group 
insurance, as required herein, is delivered to the debtor on a form 
filed with the commissioner of insurance and approved by him. 

(c) In considering a form of policy, rider, or endorsement for 
approval, the commissioner of insurance will also consider informa­
tion submitted in the rate schedule which shall accompany such form. 
The rate schedule shall also be subject to approval by the commis­
sioner of insurance and shall contain or be accompanied by the fol· 
lowing information: 

1. The form number or identification symbol of each policy, rider, 
or endorsement to which the rates apply. 

2. A schedule of rates including variations, if any, based on age, 
sex, occupation, or other classification. 

Register, February, 1965, No. 110 
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3. An indication of the anticipated benefits payable under the policy, 
including loss ratio. 

4. If the rate filing is a revision of a prior filing, the new filing 
shall be accompanied by a statement of the experience on the form 
and the anticipated loss ratio under the revised rate filing. 

(d) If an identifiable charge is made to the debtor under a policy 
of credit life insurance, such identifiable charge shall not exceed the 
premium set forth in the rate schedule filed with the commissioner 
of insurance. 

(e) On or before February 16, 1959, each insurer authorized to do 
business in Wisconsin shall furnish the commissioner of insurance a 
list of all policies, riders, endorsements, certificates, applications, 
notices of proposed insurance, or any other instruments which it 
intends to issue to insure residents of Wisconsin for credit life 
insurance. 

(8) ACCOUNTING. Insurers shall maintain records regarding pre­
miums, losses, and other benefits and expenses separately for credit 
life insurance, for total and permanent disability benefits, and for 
credit accident and health insurance provided by a policy form so 
that such experience may be filed with the commissioner of insurance 
at such times and in such manner as may be prescribed by him. The 
commissioner of insurance may r equir e insurer s to file with him such 
other information as he may deem necessary for the administration 
of credit life insurance. 

(9) NONWAIVER OF OTHER REQUIREMENTS. This rule does not confer l 
any rights on lenders or other creditors which are not permitted by 
the laws which apply to them. -

m11to11"y1 Cr. Reglster~_December, 1958_, No. 36, et!. 1-1-59; am. (5) (c), 
R egis t e r , Ma.rc h, 1 ~ 6 9, NO. 39, efl'. 4-1-o9; am. (2) (b) 3 and 8; (2) (c) 
nnd (d): (6) ( e ); (6) and (7) (b), Register, October, 1961, No. 70, efr. 
U-1- 61.; t t m, (3 ) , Regi ste r, August, 1962, No. 80, efl'. 9-1-62. 

Ins 2.065 Replacement of life insurance policies; disclosure require­
ments. 

Hl11tory1 Cr. Registe r, March , 1962, No. 75, eff. 5-15-62; am. (3) and 
(9) (Intro. par.) , Register, A pri l, 1965, No. 112. e:ff. 5-1-G6; a.m. (2), Regis­
ter, June, 1968, No. 150, ett. 7-1-08 ; r e num. I ns i.07 Lo b Tnii 2. 065, a nd 
er. (10). Regis ter , '.Ma1·ch, 1972, No. 195, eff. ~-1-72: cxpl reH Ju n e 1, 1972. 

Ins 2.07 Replacement of life insun m ce _policie ; disclosure .1·equire­
ments. (1) Pum,"OSE. The in terest of the life insura nce and annuity 
policyholders must be protected by establishlng min imum standards 
of conduct to be obiierved iJ1 the replacement or proposed r epla ement 
o:.(' such poli cies; by makin availa ble full and clear information 011 

which an aPlilicant can make a decision in Ms own best i.nt el'est; by 
reducing t he oppo1tunity foi · mis,·epres n tation in rnplacorn nt or 
possible replacement s ituatimi.s, and by precluding unfair methods of 
compet ition and tlllfai.r pract ices 'n the business.}! insurnnce. This i/' 
rule implements and ~111i.·ets sections 20 ._53 .(13) , ~0.6.41 (10) (a) 8., 
and 207.04 (1) (a ) ~is. Stats., by establislung nun1mum standard s 
f or t he replaceme11t of l ife insw;ance and arnmities. 

(2) SCOPEl . This rule shall apply to .the solfoitat;jon of life. insurance 
and amrnities authorized by section 201.04 (3) }"Wis. Stats., covering 
-t•esidents of this state, and issued by In suran ce corpo1·a tions, fratemal 
'bene fl.t societies, the federal government or the state life iusmance 

"lleglster, },:l'ny, 1972. No. 197 
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fm1.d. The proce~1·es reqnil·ed >y this l'lll shall not a-pply to the 
solicitation of gr U]l, iq.ciustrial r credit life msu:rance described by 
subsections (3a) (3b) ti,nd (3c) of section 201.04, Wis. Stats., nor to 
the solicitation of insimmce which is 11ot in fol'C but which may be 
purchased under a guaranteed insm·ability option, nor to the solicita­
tion of sho1·t term nonr newable life insurance policies w1·itten :for 
pe1'iods not in e..xcess of 31 days, nor to conversions of term insurance 
to permanent insurn:nc · within the same company. All of the provi­
sions of this rule shall apply to non-group annuities except those pro­
visions relating to the P:roposal form described in Exhibit A. 

(3) DgFINITION. For the pm·pose of this rule, ''replacement" is any 
transaction wherein new life insurance 01· a n w ammi~y is to be 
purchased and it is known to the agent or company at the time of 
application that as a part of the t"ransaction, existing life insurance 
or an e>..isting annuity has been or is to be lapsed, surrendered, con­
ve1·ted into paid-up insm•auco, become extended insm·anc , be subject d 
to suJ1stantial bonowing of loan values whether in a single loan or 
under a schedule of borrowing over a period of time, or changed to a 
lower cash value plan of insurance. For the purposes of this paragraph 
the word substantial shall be construed to mean either a loan of $250 
or more or a loan in excess of 50% of the policy tabular loan values. 

(4) DUTIES OF THE AGENT. (a) The agent must: 
1. Obtain with or as a part of each application for life insurance or 

an annuity a statement signed by the applicant as to whether such 
insurance will replace existing life insurance or an existing annuity 
on the same life and he must leave a copy of the statement with the 
applicant for his records; 

2. Snbnµt to bis ompany in connedion with encl1 application for 
life insurance 01· an annuity a sta:tem nt as to whether, to the best 
of his knowledge, replaceme.11t is involved in the transaction; mid th 
name of v ry company whose policy 11 has reaso11 to believe may 
be replaced. 

(b) Where replacement is involved, the agent must: 
1. Present a written proposal to each prospect solicited not later 

than at the time of taking the application and leave it with the 
applicant for his records; 

2. Submit with the application to his company a copy of the pro­
posal an~elated sales material or a clear identification of the sales 
material; 

3. Immediately notify every applicable company of the possibility 
of replacement, and promptly furnish a copy of th~ proposal, and 
related sales material to ea ·h. ap1;1li cable cot'l'.l.lJany; / 

4. Present the notice requh'ed by subsection (9)Vof this rule and 
related sales material to each prospect solicited not later than at the 
time of taking the application and leave it with the applicant for his 
records. 

(5) DUTIES OF THE COMPANY. (a) If agents are involved with the 
solicitation of life insurance or annuities on residents of this state, 
every authorized company must inform its agents of the requirements 
of this rule and: 

1. Secure with or as part of the application a statement signed by 
the applicant as to whether the new insurance or annuity 'will replace 
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