COMMISSIONER OF INSURANCE 1oa2 29
n8

(8) FOREIGN COMPANIES, If the law or reguiation in the place of domicile
of a foreign company provides a degree of protection to the policyholders
and the pubhc which is substantially equal to that provided by this rule,
the commissioner, to the extent deemed appropriate by him in his discre-
tion, may consxder compliance with such law or regulation as compliance
with this rule.

(9) AGENT QUALIFICATIONS. Any person selling or offering for sale a
varible eontract must have a valid license as deseribed in s. Ins 6.59,
authorizing the solicitation of life insurance as listed ins, Ins 6.50 (2) (a);
and have passed any one of the following alternative security examina-
tions administered by the National Association of Securities Dealers:

1. General Securities Registered Representative Examination

2. Investment Company Products/Variable Contracts Limited
Representative Qualification Examination

3. SECO/NASD Non-Member General Securities Examination
4. General Securities Principal Qualification

b. Investment Company Products/Variable Contracts
Limited Principal Qualification Examination

History; Cr. Register, October, 1968, No, 164, eff, 11-1-68; emerg, am. (1), (2) (a), (4) (a)
and (g), eff. 6-22-76; am. (1), (2) (a), (4) (a) and {(g), Register, September, 1976, No. 249, eff,
10-1-76; amn, (6) (), Register, March, 1979, No, 279, eff. 4-1-79; T, (2) (d) 6., (3} (2), to (m)
and (p), am, (2) (b) to (d) (intro.), (8) (a}, (9) (a) to (l), er, (9) (g) to (1), renum. (9) (n) and
{0) to be (9) (j) and (k), Register, May, 1979, No. 28 , eff, 6= 1-79 r. and reer. (2) and (9),
Reglster, October, 1981, No. 310, eff. 11-1-81.

Ins 2.14 Life insurance solicitation. (1) PurroSE. The purpose of this
rule is to require insurers to deliver to purchasers of life insurance infor-
mation which will improve the buyer’s ability to select the most appro-
priate plan of life insurance for his or her needs, improve the buyer’s un-
derstandmg of the basie features of the policy which has been purchased
or which is under consideration and improve the ability of the buyer to
evaluate the relative costs of similar plans of life insurance, This rule
does not prohibit the use of additional material which is not in violation
of this rule or any other Wisconsin statute or rule, This rule interprets
and implements, ineluding but not limited to the following Wisconsin
Statutes: ss, 601.01 (3) (b), {¢), (g) and (j) and 628,34, ;

(2) Scor, (a) Except as hereafter exempted, this rule shall apply to
any solicitation, negotiation, or procurement of life insurance occurring
within this state, This rule shall apply to any issuer of life insurance con-
tracgs including fraternal benefit societies and the State Life Insurance
Fund,

(b) Unless otherwise specifically included, this rule shali not apply to:
1. Annuities,

2, Credit life insurance,

3. Group life insurance,

4, Life insurance policies issued in connection with pension and welfare
plans as defined by and which are subject to the federal Employee Retire-
ment Income Security Act of 1974 (ERISA).
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6. Variable life insurance under which the death benefits and cash val-
ues vary in accordance with unit values of investments held in a separate
account. '

3) DEﬁNITlONS. For the purposes of this rule, the following defini-
tions shall apply:

{a) Cash dividend. A cash dividend is the current illustrated dividend
which can be applied toward payment of the gross premium,

(b) Equivalent level death benefit. The equivalent level death benefit of a
policy or term life insurance rider is an amount caleulated as follows:

1, Aceumulate the gnaranteed amount payable upon death, regardless
of the cause of death, at the beginning of each policy year for 10 and 20
years at 5% interest compounded annually to the end of the tenth and
twentieth policy years, respectively.

2. Divide each accumulation of step 1 by an interest factor that con-
verts it into one equivalent level annual amount that, if paid at the be-
ginning of each year, would accrue to the value in step 1 over the respee-
tive periods stipulated in step 1, If the period is 10 years, the factor is
13.207 and if the period is 20 years, the factor is 34.719.

(¢) Generic name. Generic Name means a short title which is deserip-
tive of the premium and benefit patterns of a policy or a rider,

(d) Life tnsurance indexes. 1. Surrender Cost Index. The Surrender
Cost Index is calculated by applying the following steps: -

a. Determine the guaranteéd cash surrender value, if any, available at
the end of the tenth and twentleth policy years.

b. For participating policies, add the terminal dividend payabie upon
surrender, if any, to the accumulation of the annual Cash Dividends at
5% interest compounded annually to the end of the period selected and
add this sum to the amount determined in step a.

¢. Divide the result of step b (step a for guaranteed—cost policies) by an
interest factor that converts it into an eqguivalent level annual amount
that if paid at the beginning of each year, would accrue to the value in
step b (step a for guaranteed-cost policies) over the respective periods
stipulated in step a. If the period is 10 years, the factor is 13.207 and if
the period is 20 years, the factor is 34.719.

d. Determine the equivalent level premium by accumulating each an-
nual premium payable for the basic policy or rider (if the annual pre-
mium includes supplemental benefits without separate identifiable
charge, a reasonable adjustment may be made) at 5% interest com-
pounded annually to the end of the period stipulated in step a and divid-
ing the result by the respective factors stated in step ¢. (This amount is
the annual premium payable for a level premium plan).

e. Subtract the result of step ¢ from step d.

i. Dmde the result of step e by the number of thousands of the
Equivalent Level Death Benefit fo arrive at the Surrender Cost Index.

. Register, May, 1984, No. 341
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2. Net Payment Cost Index. The Net Payment Cost Index is ealeu-
lated in the same manner as the comparable Surrender Cost Index except
that the cash surrender value and any terminal dividend are set at zero,

3. Equivalent Level Annual Dividend, The Equivalent Level Annual
Dividend is caleuiated by applying the following steps:

a. Accumulate the annual cash dividends at 5% interest ‘compounded
annually to the end of the tenth and twentieth policy years.

b. Divide each accumulation of step a by an interest factor that con-
verts it into one equivalent level annual amount that, if paid at the be-
ginning of each year, would acerue to the values in step a over the respec-
tive periods stipulated in step a. If the period is 10 years, the factor is
13.207 and if the period is 20 years, the factor is 34,719,

¢. Divide the results of step b by the number of thousands of the
Equivalent Level Death Beneﬁt to arrwe at the Equivalent Level An-
nual Dividend.

4. Average Annual Rate of Return Index, This index is ealculated on
cash value policies using the Linton yield method_.

a. The Linton yield method solves for a level, effective, annually com-
pounded interest rate, or yield. This yield is determmed by equating the
cash available at the end of a speeified number of years from 2 different
protection/savings programs, each with identical yearly death benefits,
and then solving for the annual yield that must be achieved on the sepa-
rate savings fund of the second program in order to produce the cash
equivalency with the first program. The 2 programs compared are:

i, A life insurance policy on, normally but not necessarily, some perma-
nent plan, The cash used at the end of the specified year is the policy’s
guaranteed cash surrender value plus the terminal dividend payable
upon surrender and the dividend payable at the end of the specified year,

ii. A combination of a savings fund and yearly renewable term (YRT)
insurance. The amount deposited in the savings fund each year is as-
sumed to be equal to the annual premium payable under the alternate
program for the permanent life insurance policy (less any dividend pay-
able at the end of the preceding year) less an assumed premium payable
for YRT insurance. The amount of 'YRT purchased each year is that
which would be adequate to bring the combined death benefit from the
savings plan and the YRT to the same as that payable under the perma-
nent life insurance policy, The cash used for comparison with the perma-
nent policy is the amount accumulated in the savings fund at the end of
the specified year.

b. Average Annual Rate of Return index figures given out in Wisconsin
by insurers or intermediaries shall be calculated separately for males and
ferales and shall be based upon the following assumptions:

i, As to YRT premium rates:

YRT premiums = (1,000 qﬁ() (K) + $0.90 + $25/S where K equals
1.00 for ages 0 through 14 and 0.95 for ages 15 and above, S equals policy
size in thousands and 1000 qx equals the mortality rate for age x shown in
sub. (8);

Register, May, 1984, No. 341
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it. As to elements entering into the caleulation: Gross premiums shall
include the total premiums charged for all life insurance benefits; divi-
dends shall be total illustrated dividends excluding any separately iden-
tifiable dividends payable for benefits other than life insurance,

Note: A discussion of the Linton yield method may be found on pp. 28-30 in the Analysis of
Life Insurance Cost Comparison Index Methods, prepared by the Saclety of Actuarles Commit-
tee on Cost Comparison Methods and Related Tssues {Special), September, 1974, Further dis-
cussion on the “low” YRT rates to be used in coraputing the Linton yield, which are the rates
specified in this rule, may be found in Appendix B, pp. 187-192 of that same publication.

(e) Policy summary. 1. For the purposes of this rule, Policy Summary
means a written statement in substantially the same format for all com-
panies and describing the elements of the policy including but not limited

a A prominentiy placed title as follows: STATEMENT OF FOLICY
COST AND BENEFIT INFORMATION, a : '

b. The name and address of the insurance intermediary, or, if no inter-
mediary is involved, a statement of the procedure to be followed in order
to receive responses to inquiries regarding the Policy S_ummary.

¢, The full name and home office or administrative office address of the
company in which the life insurance poliey is_, to be or has been written.

d. The Generic Name of the basic policy and each rider.

e. The following amounts, where applicable, for the first 5 policy years
and representative policy years thereafter sufficient to clearly illustrate
the premium and benefit patterns, including but not necessarily limited
to, the years for which the Surrender Cost Index is displayed and at least
one age from 60 through 656 or maturity whichever is earlier: :

i, The annual premium for the basic policy.
ii, The annual premium for each optional rider. -

iii, Guaranteed amount payable upon death, at the beginning of the
policy year regardless of the cause of death other than suicide, or other
specifically enumerated exclusions, which is provided by the basic policy
and each optional rider, with benefits provided under the basic policy
and each rider shown separately. _

iv. Total guaranteed cash surrender values at the end of the year with
values shown separately for the basic policy and each rider.

v, Cash Dividends payable at the end of the year with values shown
separately for the basle policy and each rider. (Dividends need not be
displayed beyond the twentieth policy year.)

vl. Guaranteed endowment amounts payable under the policy which
are not included under guaranteed cash surrender vaiues above. "

f. The effective policy loan annual percentage interest rate, if the pol-
icy contains this provision, specifying whether this rate is applied in ad-
vance or in arrears. If the policy loan interest is variable, the Policy Sum-
mary shall include the maximum annual percentage rate, -

g. Surrender Cost Indexes for 10 and 20 years. Separate indexes are
displayed for the basic policy and for each optional term life insurance
rider, Such indexes need not be included for optional riders which are
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limited to benefits such as accidental death benefits, disability waiver of
premium, preliminary term life insurance coverage of less than 12
months and guaranteed insurability benefits nor for the basic policies or
optional riders covering more than one life,

h. A Policy Summary which includes dividends shall also include &
statement that dividends are based on the company's current dividend
scale and are not guaranteed,

i, A statement in close proximity to the Surrender Cost Index {and
other cost indexes) as follows: A further explanation of the intended use
of this (these) index{es) is provided in the Life Insurance Buyer's Guide.

j- The date on which the Policy Summary is prepared,

2, The Policy Summary must consist of a separate document, All infor-
mation required to be disclosed must be sat out in a manner as to not
minimize or render any portion thereof obscure. Any amounts which re-
main level for 2 or more years of the policy may be represented by a
single number if it is clearly indicated what amounts are applicable for
each policy year. Amounts in subd, 1.e. above shall be listed in total, not
on a per thousand nor per unit basis, If more than one insured is covered
under one policy or rider, guaranteed death benefits shall be displayed
separately for each insured or for each class of insureds if death benefits
do not differ within the class, Zero amounts shall be displayed as zero and
shall not be displayed as a blank space,

{4) DISCLOSURE REQUIREMENTS, (a) The insurer shall provide a Policy
Summary upon delivery of the policy.

(b) The insurer may provide information concerning life insurance
cost indexes other than the surrender cost index so long as the informa-
tion and its method of presentation is in conformance with this rule,

{e) For policies already issued and paying premiums on the effective
date of this rule, polieyholders shall have the right to obtain a Policy
Summary at cost. The company may charge a reasonable fee for prepat-
ing this summary, not to exceed $5, and may utilize reasonable assump-
tions in providing the cost disclosure information, so long as they are
clearly disclosed,

(6) GENERAL RULES, (a) Fach insurer shall maintain at its home office
or principal office, a complete file containing one copy of each document
authorized by the insurer for use pursuant to this rule. Such file shall
contain one copy of each authorized form for a period of 3 years following
the date of its last authorized use.

(b) An intermediary shall inform the prospective purchaser, prior to
commencing a life insurance sales presentation, that he is acting as a life
insurance intermediary and inform the prospective purchaser of the full
name of the insurance company which he is representing to the buyer. In
sales situations in which an intermediary is not involved, the insurer
shall identify its full name.

(e) Terms such as financial planner, investment advisor, financial con-
sultant, or financial counseling shall not be used in such a way asto impl
that the insurance intermediary is generally engaged in an advisory busi-
nﬁss in which compensation is unrelated to sales unless such is actually
the case,

Register, May, 1984, No. 341
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{d) Any reference to policy dividends must include a statement that
dividends are not guaranteed, '

(e) Any sales presentation which repeatedly refersto an insurance pre-
mium or element of the insurance premium as a deposit, an investment, a
savings or in any other phrase of similar import, and does not disclose the
Average Annual Rate of Return Index figures for 10 and 20 years is an
unfair marketing practice, within the meaning of 5. 628.34, Stats.

(f) The purchase or replacement of any life insurance contract or annu-
ity shall not be recommended by any insurer or intermediary without
reasonable grounds to belteve that the recommendation is not unsuitahle
for the applicant on the basis of information furnished by such person
after reasonable inquiry as may be necessary under the eircumstances
concerning the prospective buyers insurance and annuity needs and
means, : : . ‘

(8) A system or presentation which does not recognize the time value
of money through the use of appropriate interest adjustments shall not
be used for comparing the cost of 2 or more life insurance policies,

" (h) A presentation of benefits shall not display guaranteed and
nonguaranteed benefits as & single sum unless they are shown separately
in close proximity thereto,

(i) A statement regarding the use of the Surrender Cost Index shall
include an explanation to the effect that the index is useful only for the
comparison of the relative costs of 2 or more similar policies,

(i) A Life Insurance Index which reflects dividends or an Equivalent
Leve] Annual Dividend shall be accompanied by a statement that it is
based on the company’s current dividend seale and is not guaranteed.

(k) For the purposes of this rule, the annual premtum for a basie policy
or rider, for which the company reserves the right to change the pre-
mium, shall be the maximum annual premium.

{6) ErrECTIVE DATE. This rule shall apply to all solicitations of life
insurance which commence on or after January 1, 1979, except that the
requirements of sub. (4) (a) shall apply to solicitations which commence
on or after February 1, 1980,

(7) UNUSUAL CIRCUMSTANCES. Insurers with unique difficulties in im-
plementing sections of this rule may petition the commissioner for allow-
ance ﬁo meet the requirements of the rule through alternative ap-
proaches,

(8) YEARLY RENEWABLE TERM INSURANCE MORTALITY RATES, The fol-
lowing mortality rates are to be used in determining YRT premiums for
calculating Average Annual Rate of Return Index figures.

" Register, May, 1984, No, 341
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MORTALITY RATES PER 1,000

Attained Male Female  Attained Male Female
Age (x) Lives Lives Age (x) Lives Lives
0 5.80 4.80 48 571 3.20
1 1.33 1.22 49 6.34 8.52
2 0.84 0.72 50 6,94 3.84
3 0.66 0.56 51 7.66 4.15
4 - (.53 0.48 52 8.32 4,48
& 0.48 0.42 63 9.20 484
6 0.42 0.37 b4 © 10,09 5,23
7 0.39 0.33 bb 11.00 5.87
8 0.35 0.29 b6 12.06 6.16
9 0.32 0.22 57 13.26 6.70
10 0.31 0.25 58 14,60 7.27
11 0.31 0.26 59 16.06 7.87
12 0.33 0.27 60 17.69 8.52
13 0.42 0.29 61 19.65 9.21
14 0.562 0.31 62 21.61 10.00
16 0.73 0.36 63 23.75 10.83
16 0.87 0.36 64 25.83 11.81
17 1.02 0.37 65 27.99 18.07
18 1.18 0.38 66 30.34 14.72
19 1,29 0.40 67 33.04 - 16,80
20 1.87 0.41 68 35.92 19.28
21 1.46 0.44 69 39.27 22.28
22 1.62 0.48 70 42.90 25.69
23 147 0.568 " 46.46 29,43
24 1.32 0,60 72 49.96 83.48
25 1.256 0.66 78 63.72 37.30
26 1.22 0.70 T4 "~ 58,16 40,72
27 1.19 0.70 76 63.36 43.59
28 147 0.70 76 69.04 46.36
29 1.13 0.71 Vi 76.09 49.38
30 1.16 0.75 78 81.98 58.45
31 1.22 0.83 79 89.68 59.01
32 1.28 0.93 B0 97.68 66.03
33 1.32 1.04 81 106.42 73.80
34 1.34 1.14 82 113,40 79.38
35 1.40 1.21 83 122.90 86,03
36 1.49 1.23 84 135.00 94.50
37 1.60 1.26 85 149.17 107.40
33 1.76 1.29 86 165.94 122,80
39 1.91 1.87 87 182,12 138.41
40 2.12 147 88 196.71 163.48
41 2.36 1.59 -89 213.26 170.61
42 2.66 1.74 90 229.66 188.32
43 8.02 1.91 91 246,98 207.47
44 3.4b 2.10 92 262.08 225.34
46 3.96 2.32 93 276.79 243,68
46 4,51 2.68 94 302.02 271.82
47 5.09 2.88 95 388.33 311.26

Note: The mortality rates [or ages § through 14 are from the 1965-1970 Select Baste Tables
;‘}ubiished on pages 202 and 203 of the Transactions of the Soclety of Actuaries Publication
ear 1974, Number 3, 1973 Reports of Mortality and Morbidity Experience, The mortality
rates for ages 16 and above are from the Ultimate Basic Tables, Males lives (1957-1960 Expe-

Reglster, January, 1984, No. 837
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rience), Female Lives (1957-1960 Experience) published on page 48 of the Transactions of the
Society of Actuarles, Publication Year 1963, Number 2, 1962 Reports of Mortality and Mor-
bidity Experience.

(9) PENALTY, Violations of this rule shall subject the violator to s.
601.64, Stats.

(10) SEPARABILITY, If any provision of this rule shall be held invalid,
the remainder of the rule shall not be affected thereby,

Note: In Aetna Ins. Co, v, Mifchell, 101 Wia, 2d 90, the Wisconsin supreme court upheld a
Dane county circuit court decision which declared Ins 2,14 (3) (a) and (f) and Appendix 1, 2
and 3 invalid, By extension, this decision also invalidates Ins 2.14 (4) {a) and {c). The Invali-
dated!portiona of Ins 2,14 have been repealed and the rale has been renurbered to reflect this
repeal, :

History: Cr. Register, March, 1972, No, 195, eff, 4-1-72; emerg. am, (1) and (2), eff, 5-22-76;
am. (1) and (2), Register, 1976, No. 249, eff, 10-1-76; r. and recr. Register, November, 1978,
No. 275, eff. 1-1-79; am, (3} (a) and (6), r. and recr. appendices, Register, January, 1980, No.
289, eff. 2-1-80; r. (8} (a) and (f), (4) (a) and (¢}, Appendices 1, 2 & 3, renum, (8) (b} to (e) and
(g) gll:oe_éF) {a) to (e), (4) (b), (d) and {e) to be {4) (a} ta (¢), Register, May, 1984, No. 341,
eff. .

Ins 2.15 Annuity benefif solicitation, (1) FINDINGS. Information on filein
the office of the commissioner of insurance and submitted as Exhibit 4 at
the hearing February 28, 1980 shows that some of the brochures,
presentations, iliustrations and other sales material which have been
used by insurers and their representatives to sell annuity contracts to
Wisconsin residents are confusing, misleading and incomplete, and that
annuity purchasers are not receiving the information needed to make
sound purchase decisions. The commissioner of insurance finds that such
presentations and sales material are misleading, deceptive and restrain
competition unreasonably as considered by s. 628.34 (12), Stats., and
that their continued use would constitute an unfair trade practice under
8. 628.34 (12), Stats, and would result in misrepresentation as defined
and prohibited in s, 628.34 (1), Stats.

(2) PURPOSE. {a) The purpose of this section is to require insurers to
deliver to prospects for deferred annuity contracts or deposit funds, rid-
ers or provisions aceepted in conjunction with insurance policies or annu-
ity contracts, information which helps the prospect select an annuity
benefit appropriate to the prospect’s needs, improves the prospect’s un-
derstanding of the basie features of the plan under consideration and im-
proves the prospect’s ability to evaluate the relative benefits of similar
plans. This section does not prohibit the use of additional material which
18 not in violation of any other Wisconsin rule or statute,

(b) This section interprets and implements s, 628.34 (12), Stats.

(3) Scorg. (a) Except as specified in par. (b), this section shall apply to
any solicitation, negotiation or procurement of annuity or deposit fund
arrangements oceurring within this state. This section shall apply to any
issuer of life insurance policies or annuity contracts, including fraternal
benefit societies.

(b} This section shall not apply to:
1. Variable annuities;

2. Contracts registered with the federal securities and exchange com-
mission; .
Register, January, 1984, NO, 337
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3. Group annuity and pure endowment contracts purchased under a
- retirement plan or plans of deferred compensation established or main-

tained by an employer (includin%a partnership or sole proprietorship) or
by an employe organization, or hoth;

4. Immediate annuity contracts (arrangements under which payments
begin within 13 months of the issue date);

5. Policies or contracts issued in connection with employe benefit plans
as defined by section 3 (3) of the federal employe retirement income se-
curity act of 1974 (ERISA) as amended from time to time, except poli-
cies or contracts issued in connection with plans providing for the
purchase of annuity contracts solely by reason of salary reduction agree-
ments under section 403(b) of the Internal Revenue Code;

6. Individual retirement accounts and individual retirement annuities
a8 described in section 408 of the Internal Revenue Code;

7. A single advance payment of specified premiums equal to the dis-
counted value of such premiums;

8. A policyholder’s deposit account established solely to facilitate pay-
ment of regular premiums;

9, Settlement options under life insurance or annuity contracts,

{4) DERNITIONS. (a) “‘Preliminary Statement of Benefit Information®
means a written statement to be provided to the buyer prior to sale
which describes the elements of the annuity contract or deposit fund in
the manner set out in sub, (5);

(b) “Wisconsin Buyer's Guide to Annuities’ means the document
&him cgntains, and is limited to, the language set forth in Appendix I to
is section;

{¢) “Statement of Benefit Information” means a written statement to
be provided to the buyer at the time of contract delivery deseribing the
eleﬁngi):s of the annuity contract or deposit fund in the manner set out in
sub, (6);

Next page is numhbered 42-6
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— The size and frequency of premium paymenis. Some contracts specify
how much a_nd how often you must pay premiums. These are called
seheduled premivm annuilies, Others allow you to pay as much as you
wish whenever you want to, within specified limits. These are called flezi- -
ble premium annuities. There are also single premium annuilies which re-
quire only one premium payment. .

— The cash surrender benefits, Except for immediate annuities, most an-
nuities build up cash values which you will get-back if you surrender
before benefits begin. This amount will vary from contract to contract. If
you surrender in the early years, you may get back less than you have
paid to the company.

— The death benefits. Death benefits in a deferred annulty are usually
equal to either the premiums paid to the company or the cash value,
whichever is greater.

WHICH ANNUI’I‘Y SHOULD I BUY?

It is up to you to dec1de which type of annulty fits your needs. You
should ask yourself —

. — Do I want fixed or variable benefits?

— Do I want an income just for myself or do I want to leave something
- to a beneficiary?

— Do I want to pay one single premium or a scheduled or flexible series
of preminms?

— Am I sure that I can afford the premiums and that I won’t have to
cancel the contract in the early years?

— Do I want to combine my annuity with a life insurance contract?

FINDING A GOOD BUY

Buying an annuity is a major financial decision which should be constd-
ered carefully. Here are some tips on what to look for;

— You must be given a Preliminary Statement of Benefit Information
- when you are thinking of buying an annuity. You will receive a
complete Statement of Benefit Information when the annuity is de-
livered, and you can get one now if you ask for i{, By obtaining
Statements of Benefit Information for similar annuities from sev-
eral companies and comparing them, you can select the best buy.

. — Use the Statement of Benefit Information to compare the size of
income benefits received under similar annuities, as well as the size
of premiums. You should also be aware of the size of the cash sur-
render values, how long you will be putting money in, and the way
the benefits are paid,

— If a sales presentation emphasizes the investment properties of an-
nuities, be sure you know the “effective yields at maturity’’, These
are the interest rates at which the total amount of your premiums
will accumulate to the illustrated and guaranteed cash values for
the year henefits begin. Sometimes higher interest rates are quoted,
but these are applied to only part of your premiums.

. Register, May, 1984, No. 341
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— The “effective yields at maturity” are useful for the comparison of
- similar annuities and for comparison with any “yield" or “return”
which you may have been shown. Do NO'T use these yields, how-
ever, to compare the annuity with alternative investments.

— Check the size of the cash surrender values in the early years of the

. contract compared to the premiums paid in, If you surrender an

annuity contract during the first few years, you of ten will get back
less than you have paid in. .

— Be sure to distinguish hetween: guaranteed and non—g’uaranf:eed
values in the contract. “Illustrated’” values are based on current
interest and dividend levels whtch may or may not apply in the
futiure. Compare annuities using both illustrated and guaranteed
values

— Be quite sure that you can afford the premium payments. Find out
what happens if you stop payments before benefits begin.

'— 'If you are thinking of buying an individual retirement account
{IRA), be sure that you are eligible for the IRA and that you un-

derstand what will happen if you lose your eligibility or are unable

to continue payments for some other reason,

e ‘When tax savings are ﬂlustrated find out what assumptions are
being made, If the assumptions do not apply to your case, the illus-
-.trations will not be meaningful. -

— Find a professional who understands annmtles as part of a total
finaneial picture. You may want {o get advme from several people
before making a final decision, . .

If you have a specific complaint or cannot get the answers you need from
an agent or a company, please contact the

Office of the Commissioner of Insurance
123 West Washington Avenue
Madlson, ‘Wisconsin 53702 B

(608) 266- 0103 ‘

‘ Ins 2, 16 Life insurance advertlsement, unfalr trade practice. (1) FmNp-
INGS. (a) Information gathered by the office of the commissioner of insur-
ance shows that many solicitations, representations and advertisements
for life insurance display yields on cash values which are lmsleadmg be-
cause they do not disclose the way in which this yield is used, what
amounts are guaranteed, or other factors which affect the rate of return,

(b) The commissioner of insurance finds that such solicitations, repre-
sentations and advertisements are misleading, deceptive, provide an un-
fair inducement and restrain competition unreasonably and therefore
constitute an unfair trade practice under s, 628,34 (12), Stats., and that

the information required in this rule is consistent with ss. 601.01 and

628.34, Stats., and will improve the ability of prospective buyers of life
insurance to select appropriate coverage under s. 628.38, Stats.

(2) PURPOSE. {a) The purpose of this section is to require insurers to
include in advertisements for life insurance which show a rate of return
on eash values or premiums, information on the factors which affect the
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calculation of the yield. This section also places restrictions on the use of
nonguaranteed amounts in hfe insurance advertisements.

(b) This section interprets and 1mplements ss. 628.34 (12) and 628.38,
Stat;s :

3 DEFINiTlONS. In this section:

(a) “Guaranteed interest rate’’ on a policy means the lowest rate of
interest which may be paid on cash values during the hietlme of the con-
tract. .

(b} “Illustrated rate” means a rate shown in a solicitation, representa-
tion or advertisement, which may be guaranteed for a limited period of
_ time, but is not guaranteed for the lifetime of the contract.. - v

(4) ScoPE. (a) Except as provided in par. (b), this section applies to
any solicitation, representation or advertisement in this state of any life
insurance specified in s. Ins 6.75 (1) (a) or (b), made directly or indireetly
by or on behalf of any insurer, fraternal benefit society, agent, or the
state life insurance fund.

(b} This section shall not apply to:
1. Annuities

2, Credit life insurance

3. Group life insurance

4, Life insurance policies issued in connection with pension and welfare
plans as defined by and which are subject to the federal employee retire-
ment income security act of 1974 (ERISA).

5. Life insurance policies registered as securities,

(5) DiscLosURE. {a) AH life insurance solicitations, representations,
and advertisements used in Wisconsin which show a specific rate of re-
turn on premiums or cash values shall also include:

1, A general statement describing the existence of first year and annual
expense charges, mortality charges and surrender charges which will be
deducted from the premium before the interest rate is appled;

2. The guaranteed rate of interest paid on the cash value;

3. The amounts of the cash value or premium to which the guaranteed
and the illustrated rates are applied; for example, if interest on the first
$1,000 of cash value is limited to the guaranteed rate this shall be dis-
closed;

4. An indication that the inferest rate credited on eash value amounts
which have been borrowed is different from that for cash values which
have not been borrowed, if that is the case;

5. An indication of any other significant factors which affect the man-
ner in which cash values are computed.

(b) All information required to be disclosed shall be set out in such a
manner as not to minimize or render any portion obseure.
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(6) NONGUARANTEED AMOUNTS, Nonguaranteed features of a policy, if
illustrated in a life insurance solicitation, representation or advertise-
ment, may not be more favorable to the policyholder than those based on
the current interest rates, dividend scales, and other variable compo-
nents currently used by the insurer. For purposes of this paragraph, an
interest rate, dividend scale, or other variable component which has been

. publicly declared by the insurer with an effective date not more than 3
months subsequent to the date of declaration shall be considered current.

(7) SEVERABILITY, If any provisions of this section or its application to

any person or circumstance is held invalid, the invalidity does not affect

other provisions or applications of this section which can be given effect
without the invalid provision or applieation, and to this end the parts of
this section are declared to be severable,

Note: Section Ins 2.16 (5) (b) 1. and 2. and {(6) (b) haye been repéa]ed to comply with the
deelsion in Dane county clreuit court, Case No. 82-CV5425, Acacia Nalional Lifeet al. v, Ann
J. Haney, Commissioner of Insurance, and Office of the Commissioner of Insurance.

History; Cr. Register, Qctober, 1982, No. 322, eff. 11-1-82; . (6) (b) 1, and 2. and (6) (b},
Register, May, 1984, No. 841, eff, 6-1-84. )
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