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Ins 2.01 Estoppel by report of medical examiner. (3) DEFINITIONS. (a) Life or endowment insurance. The ba-

No company or fraternal benefit society shall issue in this state a
contract, based on a medical examination, providing for disability
benefits, the provisions of which are in conflict with ss. 632.50
and 632.71, Stats., or shall indulge in any practice which is at
variance with said section.

History: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No.
249, eff. 10-1-76.

Ins 2.03 Policies not dated back to lower insurance
age. (1) No company shall issue for delivery in this state any
policy or contract of life insurance which purports to be issued or
take effect as of a date more than 6 months before the application
therefor was made, if thereby the premium on such policy or con-
tract is reduced below the premium which would be payable
thereon as determined by the nearest birthday of the insured at
the time when such application was made. The date of applica-
tion must be considered to be the date on which the application
(Part I) or the medical examination (Part II) is completed, which-
ever is the later.

(2) This ruling does not prohibit the exchange, alteration or
conversion of policies of life insurance as of the original date of
such policies if the amount of insurance provided under the new
policy does not exceed the amount of insurance under the original
policy or the amount of insurance which the premium paid for the
original policy would have purchased if the new policy had been
originally applied for, whichever is greater; nor prohibit the exer-
cise of any conversion privilege contained in any policy or
contract.

Ins 2.05 Separate statement of premiums for cer-
tain disability insurance benefits included in life or en-
dowment insurance policies. (1) PURPOSE. This rule pro-
vides guidelines to determine which disability coverages may be
included in life or endowment insurance policies without a sepa-
rate statement of premium charge. This rule interprets and im-
plements the separation of premium requirements stated in s.
632.44 (1), Stats., as they relate to the inclusion of disability in-
surance by policy provision or rider in life or endowment insur-
ance policies such as authorized by s. Ins 6.70 and s. 627.06,
Stats.

(2) SCOPE. This rule shall apply to the kinds of disability in-
surance authorized by s. Ins 6.75 (1) (a) and (c), when such insur-
ance is provided in a life or endowment policy either by specific
policy provision or by a rider attached to such policy.

sic life or endowment insurance coverage provided by the policy
and additional disability benefits which have been determined by
the standards in sub. (4) to be benefits which are life or endow-
ment insurance or an integral part of such coverages.

(b) Disability insurance benefit. Insurance coverages written
under the authority of s. Ins 6.75 (1) (a) and (c), to indemnify per-
sons in whole or in part for financial loss due to bodily injury,
death by accident, or health of persons.

(c) Separate statement of premium. Individual statement of
the exact gross premium charged for each distinct disability insur-
ance coverage required by this rule to be stated separately from
the premium charge for the basic life or endowment insurance
coverage.

(4) STANDARDS AND PROCEDURES FOR DETERMINATION.
The following criteria or standards in pars. (a) through (e) shall
be used to determine whether a disability benefit, coverage, or
clause may be included in the basic life or endowment policy
without a separate statement of the premium charged for such
disability benefit. Subject to the approval of the commissioner of
insurance, a disability benefit, coverage, or clause which satisfies
the standards listed below may be included in the basic life or en-
dowment coverage without a separate statement of cost. Disabil-
ity coverages not meeting these standards may be included in or
attached to the policy only with a separate statement of the pre-
mium if they otherwise meet the statutory requirements in respect
to combination of coverages. The rule in no way requires that a
disability benefit, coverage, or clause be included in the premium
charge for the basic life or endowment coverage if the company
desires to show the premium separately.

(a) Small or very nominal cost for the disability coverage
when compared with the cost of the basic life or endowment
coverage.

(b) Logical reason for including the disability benefit without
a separate statement of premium.

(c) There is a demonstrated need for, and the applicant would
usually desire, the inclusion of the disability benefit.

(d) Inclusion of the disability coverage could be easily under-
stood by the applicant and is not subject to possible
misinterpretation.

(e) Custom of the insurance business has classed the disabil-
ity coverage as basically a life insurance benefit.

(5) DISABILITY BENEFITS WHICH REQUIRE A SEPARATE
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STATEMENT. The following list constitutes a partial listing of dis-
ability coverages considered by the commissioner to be addi-
tional benefits which generally require a separate statement of
premium charge if they are attached to or included in life or en-
dowment coverage in accordance with other statutory require-
ments. Any such benefit may be included in a life or endowment
insurance policy without a separate statement of premium if it is
demonstrated that it meets the requirements listed in sub. (4).

(a) Waiver of premium benefit for death and/or disability of
payor.

(b) Loss of sight and/or dismemberment benefit.

(c) Disability income benefit.

(d) Hospital insurance.

(e) Basic or primary medical insurance.

(f) Major medical benefit.

(g) Surgical benefit.

(6) DISABILITY BENEFITS NOT LISTED. Disability benefits
which are not specifically listed above will be examined at the
time of filing to determine whether a separate statement of pre-
mium is required.

(7) RESERVE VALUES. Reserve values, on account of in-
cluded provisions, will be based upon the requirements of s.
623.06, Stats., or other applicable statutes or, in the absence of
specific requirements, on such additional standards as the com-
missioner of insurance may prescribe.

(8) EFFECTIVE DATE. On or after April 1, 1965, no life insur-
ance policy shall be approved for use and no such policy hereto-
fore approved shall be issued or delivered in this state unless it
meets the requirements of this rule.

Note: See historical note relating to s. Ins 2.05 as printed with this rule as re-
leased in December, 1984.

History: 1-2-56; r. and recr. Register, March, 1965, No. 111, eff. 4-1-65; emerg.
am. (1), (2) and (3) (b), eff. 6-22-76; am. (1), (2) and (3)(b), Register, September,
1976, No. 249, eff. 10-1-76; am. (1), (2) and (3) (b), Register, March, 1979, No. 279,
eff. 4-1-79; . (9) under s. 13.93 (2m) (b) 16., Stats., Register December, 1984, No.
348; corrections made under s. 13.93 (2m) (b) 6., Stats., Register, June, 1997, No.
498.

Ins 2.07 Replacement of life insurance or annuity
contracts; disclosure requirements. (1) PURPOSE. The
purpose of this section is:

(a) Toregulate the activities of insurers and producers with re-
spect to the replacement of existing life insurance and annuities.

(b) To protect the interests of life insurance and annuity pur-
chasers by establishing minimum standards of conduct to be ob-
served in replacement or financed purchase transactions to assure
that purchasers receive information with which a decision can be
made in the purchaser’s best interest, reduce the opportunity for
misrepresentation and incomplete disclosure, and establish
penalties for failure to comply with requirements of this section.

(2) Scope. This section shall apply to the solicitation of life
insurance and annuities authorized by s. Ins 6.75 (1) (a) and (b),
covering residents of this state, and issued by insurers including
insurance corporations, fraternal benefit societies, or the State
Life Insurance Fund. Except as specifically stated, this section
shall not apply to transactions involving any of the following:

(a) Credit life insurance.

(b) Group life insurance or group annuities where there is no
direct solicitation of individuals by a producer. Direct solicita-
tion shall not include any group meeting held by a producer solely
for the purpose of educating or enrolling individuals or, when ini-
tiated by an individual member of the group, assisting with the
selection of investment options offered by a single insurer in con-
nection with enrolling that individual. Group life insurance or
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group annuity certificates marketed through direct response so-
licitation shall be subject to the provisions of sub. (8).

(c) Group life insurance and annuities used to fund prear-
ranged funeral contracts.

(d) An application to the existing insurer that issued the exist-
ing policy or contract when a contractual change or a conversion
privilege is being exercised; or, when the existing policy or con-
tract is being replaced by the same insurer pursuant to a program
filed with and approved by the commissioner; or, when a term
conversion privilege is exercised among corporate affiliates.

(e) Proposed life insurance that is to replace life insurance un-
der a binding or conditional receipt issued by the same insurer.

(f) Policies or contracts used to fund an employee pension or
welfare benefit plan that is covered by the Employee Retirement
Income Security Act, ERISA, 29 USC 1001 et. seq., a plan de-
scribed by sections 401(a), 401(k) or 403(b) of the Internal Rev-
enue Code, where the plan, for purposes of ERISA, is established
or maintained by an employer, a governmental or church plan de-
fined in section 414 of the Internal Revenue Code, a governmen-
tal or church welfare benefit plan, or a deferred compensation
plan of a state or local government or tax exempt organization un-
der Section 457 of the Internal Revenue Code, or a nonqualified
deferred compensation arrangement established or maintained by
an employer or plan sponsor. This section shall apply to policies
or contracts used to fund any plan or arrangement that is funded
solely by contributions an employee elects to make, whether on a
pre-tax or after-tax basis, and where the insurer has been notified
that plan participants may choose from among 2 or more insurers
and there is a direct solicitation of an individual employee by a
producer for the purchase of a contract or policy. As used in this
subsection, direct solicitation shall not include any group meeting
held by a producer solely for the purpose of educating individuals
about the plan or arrangement or enrolling individuals in the plan
or arrangement or, when initiated by an individual employee, as-
sisting with the selection of investment options offered by a sin-
gle insurer in connection with enrolling that individual employee.

(g) Where new coverage is provided under a life insurance
policy or contract and the cost is borne wholly by the insured’s
employer or by an association of which the insured is a member.

(h) Existing life insurance that is a non-convertible term life
insurance policy that will expire in 5 years or less from the date of
issue and cannot be renewed.

(1) Immediate annuities that are purchased with proceeds from
an existing annuity contract. Immediate annuities purchased
with proceeds from an existing life insurance policy are not ex-
empted from the requirements of this section.

(j) Structured settlements.

(k) Registered contracts shall be exempt from the require-
ments of subs. (6) (a) 2. and (7) (b) with respect to the provision
of illustrations or policy summaries; however, premium or con-
tract contribution amounts and identification of the appropriate
prospectus or offering circular shall be required instead.

(3) DEFINITIONS. In this section:

(a) “Direct response solicitation” means a solicitation through
a sponsoring or endorsing entity or individually solely through
mail, telephone, the Internet or other mass communication
media.

(b) “Existing insurer” means the insurer whose policy or con-
tract is or will be changed or affected in a manner described
within the definition of “replacement.”

(c) “Existing policy or contract” means an individual life in-
surance policy or annuity contract in force, including a policy un-
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der a binding or conditional receipt or a policy or contract that is
within an unconditional refund period.

(d) “Financed purchase” means the purchase of a new policy
involving the actual or intended use of funds obtained by the
withdrawal or surrender of, or by borrowing from values of an ex-
isting policy to pay all or part of any premium due on the new
policy. For purposes of a regulatory review of an individual
transaction only, if a withdrawal, surrender or borrowing involv-
ing the policy values of an existing policy is used to pay premi-
ums on a new policy owned by the same policyholder and issued
by the same insurer within 4 months before or 13 months after the
effective date of the new policy, it will be deemed prima facie ev-
idence of the policyholder’s intent to finance the purchase of the
new policy with existing policy values. This prima facie standard
is not intended to increase or decrease the monitoring obligations
contained in sub. (5) (a).

(e) “Illustration” means a presentation or depiction that in-
cludes non-guaranteed elements of a policy of life insurance over
a period of years as defined in s. Ins 2.17.

(f) “Policy summary” for policies or contracts other than uni-
versal life policies, means a written statement regarding a policy
or contract which shall contain to the extent applicable, but need
not be limited to, the following information: current death bene-
fit; annual contract premium; current cash surrender value; cur-
rent dividend; application of current dividend; and amount of
outstanding loan. For universal life policies “policy summary”
means a written statement that shall contain at least the following
information: the beginning and end date of the current report pe-
riod; the policy value at the end of the previous report period and
at the end of the current report period; the total amounts that have
been credited or debited to the policy value during the current re-
port period, identifying each by type, for example, interest, mor-
tality, expense and riders; the current death benefit at the end of
the current report period on each life covered by the policy; the
net cash surrender value of the policy as of the end of the current
report period; and the amount of outstanding loans, if any, as of
the end of the current report period.

(g) “Producer” shall include intermediaries, agents, brokers
and producers.

(h) “Registered contract” means a variable annuity contract or
variable life insurance policy subject to the prospectus delivery
requirements of the Securities Act of 1933, 15 USC 77a et. seq.

(i) “Replacement” means a transaction in which a new policy
or contract is to be purchased, and it is known or should be
known to the proposing producer, or to the proposing insurer if
there is no producer, that by reason of the transaction, an existing
policy or contract has been or is to be lapsed, forfeited, surren-
dered or partially surrendered, assigned to the replacing insurer
or otherwise terminated, converted to reduced paid-up insurance,
continued as extended term insurance, or otherwise reduced in
value by the use of nonforfeiture benefits or other policy values,
amended so as to effect either a reduction in benefits or in the
term for which coverage would otherwise remain in force or for
which benefits would be paid, reissued with any reduction in cash
value, or used in a financed purchase.

(j) “Replacing insurer” means the insurer that issues or pro-
poses to issue a new policy or contract that replaces an existing
policy or contract or is a financed purchase.

(k) “Sales material” means a sales illustration and any other
written, printed or electronically presented information created,
or completed or provided by the insurer or producer and used in
the presentation to the policy or contract owner related to the pol-
icy or contract purchased.

(4) DUTIES OF PRODUCERS. (a) A producer who initiates an
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application shall submit to the insurer, with or as part of the ap-
plication, a statement signed by both the applicant and the pro-
ducer as to whether the applicant has existing policies or con-
tracts. If the answer is “no,” the producer’s duties with respect to
replacement are complete.

(b) If the applicant answered “yes” to the question regarding
existing coverage referred to in par. (a), the producer shall present
and read to the applicant, not later than at the time of taking the
application, a notice regarding replacements in the form as de-
scribed in Appendix I or other substantially similar form ap-
proved by the commissioner. However, no approval shall be re-
quired when amendments to the notice are limited to the omis-
sion of references not applicable to the product being sold or re-
placed. The notice shall be signed by both the applicant and the
producer attesting that the notice has been read aloud by the pro-
ducer or that the applicant did not wish the notice to be read
aloud, in which case the producer need not have read the notice
aloud, and left with the applicant.

(c) The notice shall list all life insurance policies or annuities
proposed to be replaced, properly identified by name of insurer,
the insured or annuitant, and policy or contract number if avail-
able and shall include a statement as to whether each policy or
contract will be replaced or whether a policy will be used as a
source of financing for the new policy or contract. If a policy or
contract number has not been issued by the existing insurer, alter-
native identification, such as an application or receipt number,
shall be listed.

(d) In connection with a replacement transaction the producer
shall leave with the applicant at the time an application for a new
policy or contract is completed the original or a copy of all sales
material. With respect to electronically presented sales material,
it shall be provided to the policy or contract owner in printed
form no later than at the time of policy or contract delivery.

(e) Except as provided in sub. (6) (c), in connection with a re-
placement transaction the producer shall submit to the insurer to
which an application for a policy or contract is presented, a copy
of each document required by this section, a statement identify-
ing any preprinted or electronically presented company approved
sales materials used, and copies of any individualized sales mate-
rials, including any illustrations related to the specific policy or
contract purchased.

(5) DUTIES OF INSURERS THAT USE PRODUCERS. Each insurer
shall do all of the following:

(a) Maintain a system of supervision and control to insure
compliance with the requirements of this section that shall at a
minimum: inform its producers of the requirements of this sec-
tion and incorporate the requirements of this section into all rele-
vant producer training manuals prepared by the insurer, provide
to each producer a written statement of the insurer’s position with
respect to the acceptability of replacements providing guidance
to its producer as to the appropriateness of these transactions, es-
tablish and maintain a system to review the appropriateness of
each replacement transaction that the producer does not indicate
is in accord with the written statement of the insurer’s position
with respect to the acceptability of replacements, establish and
maintain procedures to confirm that the requirements of this sec-
tion have been met, and establish and maintain procedures to de-
tect transactions that are replacements of existing policies or con-
tracts by the existing insurer, but that have not been reported as
such by the applicant or producer. Compliance with this para-
graph may include systematic customer surveys, interviews, con-
firmation letters, or programs of internal monitoring.

(b) Have the capacity to monitor each producer’s life insur-
ance policy and annuity contract replacements for that insurer,
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and shall produce, upon request, and make such records available
to the commissioner. The capacity to monitor shall include the
ability to produce records for each producer’s replacements, in-
cluding financed purchases, as a percentage of the producer’s to-
tal annual sales for life insurance, number of lapses of policies by
the producer as a percentage of the producer’s total annual sales
for life insurance, annuity contract replacements as a percentage
of the producer’s total annual annuity contract sales, number of
transactions that are unreported replacements of existing policies
or contracts by the existing insurer detected by the insurer’s mon-
itoring system, and replacements, indexed by replacing producer
and existing insurer.

(c) Require with or as a part of each application for life insur-
ance or an annuity a signed statement by both the applicant and
the producer as to whether the applicant has existing policies or
contracts.

(d) Require with each application for life insurance or an an-
nuity that indicates an existing policy or contract a completed no-
tice regarding replacements as contained in Appendix I.

(e) When the applicant has existing policies or contracts, each
insurer shall, upon request of the commissioner, produce copies
of any sales material required by sub. (4) (e), the basic illustration
and any supplemental illustrations related to the specific policy
or contract that is purchased, and the producer’s and applicant’s
signed statements with respect to financing and replacement for
at least 5 years after the termination or expiration of the proposed
policy or contract.

(f) Ascertain that the sales material and illustrations required
by sub. (4) (e) meet the requirements of this section and are com-
plete and accurate for the proposed policy or contract.

(g) If an application does not meet the requirements of this
section, notify the producer and applicant and fulfill the out-
standing requirements.

(h) Maintain records in paper, photograph, microprocess,
magnetic, mechanical or electronic media or by any process that
accurately reproduces the actual document.

(6) DUTIES OF REPLACING INSURERS THAT USE PRODUCERS.
(a) When a replacement is involved in a transaction, the replac-
ing insurer shall do all of the following:

1. Verify that the required forms are received and are in com-
pliance with this section.

2. Notify any other existing insurer that may be affected by
the proposed replacement within 5 business days of receipt of a
completed application indicating replacement or when the re-
placement is identified if not indicated on the application, and
mail a copy of the available illustration or policy summary for the
proposed policy or available disclosure document for the pro-
posed contract within 5 business days of a request from an exist-
ing insurer.

3. Be able to produce copies of the replacement notification
required in sub. (4) (b) indexed by producer, for at least 5 years or
until conclusion of the next regular examination conducted by the
insurance department of its state of domicile, whichever is later.

4. Provide to the policy or contract owner notice of the right
to return the policy or contract within 30 days of the delivery of
the contract and receive an unconditional full refund of all premi-
ums or considerations paid on it, including any policy fees or
charges or, in the case of a variable or market value adjustment
policy or contract, a payment of the cash surrender value pro-
vided under the policy or contract plus the fees and other charges
deducted from the gross premiums or considerations or imposed
under the policy or contract. The notice may be included in Ap-
pendix I or III.
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(b) In transactions where the replacing insurer and the exist-
ing insurer are the same or subsidiaries or affiliates under com-
mon ownership or control, allow credit for the period of time that
has elapsed under the replaced policy’s or contract’s incontesta-
bility and suicide period up to the face amount of the existing pol-
icy or contract. With regard to financed purchases, the credit may
be limited to the amount the face amount of the existing policy is
reduced by the use of existing policy values to fund the new pol-
icy or contract.

(c) If an insurer prohibits the use of sales material other than
that approved by the insurer, as an alternative to the requirements
made of an insurer pursuant to sub. (4) (e) the insurer may do all
of the following:

1. Require with each application a statement signed by the
producer that represents that the producer used only insurer-ap-
proved sales material, and states that copies of all sales material
were left with the applicant in accordance with sub. (4) (d).

2. Within 10 days of the issuance of the policy or contract
notify the applicant by sending a letter or by verbal communica-
tion with the applicant by a person whose duties are separate
from the marketing area of the insurer, that the producer has rep-
resented that copies of all sales material have been left with the
applicant in accordance with sub. (4) (d), provide the applicant
with a toll free number to contact insurer personnel involved in
the compliance function if such is not the case, and stress the im-
portance of retaining copies of the sales material for future refer-
ence, and be able to produce a copy of the letter or other verifica-
tion in the policy file for at least 5 years after the termination or
expiration of the policy or contract.

(7) DUTIES OF THE EXISTING INSURER. Where a replacement
is involved in the transaction, the existing insurer shall do all of
the following:

(a) Retain and be able to produce all replacement notifica-
tions received, indexed by replacing insurer, for at least 5 years or
until the conclusion of the next regular examination conducted by
the insurance department of its state of domicile, whichever is
later.

(b) Send a letter to the policy or contract owner of the right to
receive information regarding the existing policy or contract val-
ues including, if available, an in force illustration or policy sum-
mary if an in force illustration cannot be produced within 5 busi-
ness days of receipt of a notice that an existing policy or contract
is being replaced. The information shall be provided within 5
business days of receipt of the request from the policy or contract
owner.

(c) Upon receipt of a request to borrow, surrender or withdraw
any policy values, send a notice, advising the policy owner that
the release of policy values may affect the guaranteed elements,
non-guaranteed elements, face amount or surrender value of the
policy from which the values are released. The notice shall be
sent separately from the check if the check is sent to anyone other
than the policy owner. In the case of consecutive automatic pre-
mium loans, the insurer is only required to send the notice at the
time of the first loan.

(8) DUTIES OF INSURERS WITH RESPECT TO DIRECT RESPONSE
SOLICITATIONS. (a) In the case of an application that is initiated
as a result of a direct response solicitation, the insurer shall re-
quire, with or as part of each completed application for a policy
or contract, a statement asking whether the applicant, by applying
for the proposed policy or contract, intends to replace, discon-
tinue or change an existing policy or contract. If the applicant in-
dicates a replacement or change is not intended or if the applicant
fails to respond to the statement, the insurer shall send the appli-
cant, with the policy or contract, a notice regarding replacement
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as described in Appendix II, or other substantially similar form
approved by the commissioner.

(b) If the insurer has proposed the replacement or if the appli-
cant indicates a replacement is intended and the insurer continues
with the replacement, the insurer shall do all of the following:

1. Provide to applicants or prospective applicants with the
policy or contract a notice, as described in Appendix III, or other
substantially similar form approved by the commissioner. In
these instances the insurer may delete the references to the pro-
ducer, including the producer’s signature, and references not ap-
plicable to the product being sold or replaced, without having to
obtain approval of the form from the commissioner. The in-
surer’s obligation to obtain the applicant’s signature shall be sat-
isfied if it can demonstrate that it has made a diligent effort to se-
cure a signed copy of the notice referred to in this subdivision.
The requirement to make a diligent effort shall be deemed satis-
fied if the insurer includes in the mailing a self-addressed postage
prepaid envelope with instructions for the return of the signed no-
tice referred to in this subdivision.

2. Comply with the requirements of sub. (6) (a) 2., if the ap-
plicant furnishes the names of the existing insurers, and the re-
quirements of sub. (6) (a) 3. and 4. and (b).

(9) VIOLATION. (a) Any failure to comply with this section
shall be considered a violation of s. 628.34, Stats. Examples of
violations include any deceptive or misleading information set
forth in sales material, failing to ask the applicant in completing
the application the pertinent questions regarding the possibility
of financing or replacement, the intentional incorrect recording
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of an answer, advising an applicant to respond negatively to any
question regarding replacement in order to prevent notice to the
existing insurer, or advising a policy or contract owner to write
directly to the insurer in such a way as to attempt to obscure the
identity of the replacing producer or insurer.

(b) Policy and contract owners have the right to replace exist-
ing life insurance policies or annuity contracts after indicating in
or as a part of applications for new coverage that replacement is
not their intention; however, patterns of such action by policy or
contract owners of the same producer shall be deemed prima fa-
cie evidence of the producer’s knowledge that replacement was
intended in connection with the identified transactions, and these
patterns of action shall be deemed prima facie evidence of the
producer’s intent to violate this section.

(c) When it is determined that the requirements of this section
have not been met, the replacing insurer shall provide to the pol-
icy owner or contract owner an in force illustration if available or
policy summary for the replacement policy or available disclo-
sure document for the replacement contract and the appropriate
notice regarding replacements in Appendix I or III.

(d) Any violation of this section shall be subject to s. 601.64,
Stats. Failure to comply with the requirements of this section
shall not alter the requirements of any insurer with respect to

claims.

History: Cr. Register, March, 1972, No. 195, eff. 6-1-72; emerg. am. (1) and (2)
eff. 6-22-76; am. (1) and (2); Register, September, 1976, No. 249, eff. 10-1-76; am.
(2), Register, March, 1979, No. 279, eff. 4-1-79; r. and recr. Register, January, 1982,
No. 313, eff. 3-1-82; r. (8), under s. 13.93 (2m) (b) 16., Stats., Register, December,
1984, No. 348; CR 08-107: r. and recr. Register June 2009 No. 642, eff. 7-1-09.
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Ins 2.07 Appendix |
IMPORTANT NOTICE:
REPLACEMENT OF LIFE INSURANCE OR ANNUITIES

This document must be signed by the applicant and the producer, if there is one, and a copy left with the applicant.

You are contemplating the purchase of a life insurance policy or annuity contract. In some cases this purchase may involve discon-
tinuing or changing an existing policy or contract. If so, a replacement is occurring. Financed purchases are also considered
replacements.

A replacement occurs when a new policy or contract is purchased and, in connection with the sale, you discontinue making pre-
mium payments on the existing policy or contract, or an existing policy or contract is surrendered, forfeited, assigned to the replacing
insurer, or otherwise terminated or used in a financed purchase.

A financed purchase occurs when the purchase of a new life insurance policy involves the use of funds obtained by the withdrawal
or surrender of or by borrowing some or all of the policy values, including accumulated dividends, of an existing policy to pay all or
part of any premium or payment due on the new policy. A financed purchase is a replacement.

You should carefully consider whether a replacement is in your best interests. You will pay acquisition costs and there may be sur-
render costs deducted from your policy or contract. You may be able to make changes to your existing policy or contract to meet your
insurance needs at less cost. A financed purchase will reduce the value of your existing policy and may reduce the amount paid upon
the death of the insured.

‘We want you to understand the effects of replacements before you make your purchase decision and ask that you answer the follow-
ing questions and consider the questions on the back of this form.

1. Are you considering discontinuing making premium payments, surrendering, forfeiting, assigning to the insurer, or otherwise ter-
minating your existing policy or contract? YES NO

2. Are you considering using funds from your existing policies or contracts to pay premiums due on the new policy or contract?
YES__NO

If you answered “yes” to either of the above questions, list each existing policy or contract you are contemplating replacing (include
the name of the insurer, the insured or annuitant, and the policy or contract number if available) and whether each policy or contract
will be replaced or used as a source of financing:

INSURER

NAME

CONTRACT OR POLICY #
INSURED OR ANNUITANT
REPLACED (R) OR FINANCING (F)
1.

2.

3

Make sure you know the facts. Contact your existing insurer or its agent for information about the existing policy or contract. If you
request one, an in force illustration, policy summary or available disclosure documents must be sent to you by the existing insurer. Ask
for and retain all sales material used by the agent in the sales presentation. Be sure that you are making an informed decision.

The existing policy or contract is being replaced because

I certity that the responses herein are, to the best of my knowledge, accurate:

Applicant’s Signature and Printed Name and Date

Producer’s Signature and Printed Name and Date
I do not want this notice read aloud to me. (Applicants must initial only if they do not want the notice read aloud.)

A replacement may not be in your best interest, or your decision could be a good one. You should make a careful comparison of the
costs and benefits of your existing policy or contract and the proposed policy or contract. One way to do this is to ask the insurer or
agent that sold you your existing policy or contract to provide you with information concerning your existing policy or contract. This
may include an illustration of how your existing policy or contract is working now and how it would perform in the future based on cer-
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tain assumptions. Illustrations should not, however, be used as a sole basis to compare policies or contracts. You should discuss the
following with your agent to determine whether replacement or financing your purchase makes sense:

PREMIUMS: Are they affordable?

Could they change?

You’re older—are premiums higher for the proposed new policy?

How long will you have to pay premiums on the new policy? On the existing policy?

POLICY VALUES: New policies usually take longer to build cash values and to pay dividends.
Acquisition costs for the existing policy may have been paid, you will incur costs for the new one.
‘What surrender charges do the policies have?

What expense and sales charges will you pay on the new policy?

Does the new policy provide more insurance coverage?

INSURABILITY: If your health has changed since you bought your existing policy, the new one could cost you more, or you could
be turned down.

You may need a medical exam for a new policy.

Claims on most new policies for up to the first two years can be denied based on inaccurate statements.
Suicide limitations may begin anew on the new coverage.

IF YOU ARE KEEPING THE EXISTING POLICY AS WELL AS THE NEW POLICY:

How are premiums for both policies being paid?

How will the premiums on your existing policy be affected?

Will a loan be deducted from death benefits?

What values from the existing policy are being used to pay premiums?

IF YOU ARE SURRENDERING AN ANNUITY OR INTEREST SENSITIVE LIFE PRODUCT:
Will you pay surrender charges on your existing contract?

What are the interest rate guarantees for the new contract?

Have you compared the contract charges or other policy expenses?

OTHER ISSUES TO CONSIDER FOR ALL TRANSACTIONS:

What are the tax consequences of buying the new policy?

Is this a tax free exchange? (See your tax advisor.)

Is there a benefit from favorable “grandfathered” treatment of the existing policy under the federal tax code?
Will the existing insurer be willing to modify the existing policy?

How does the quality and financial stability of the new insurer compare with your existing insurer?
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Ins 2.07 Appendix I
NOTICE REGARDING REPLACEMENT
REPLACING YOUR LIFE INSURANCE POLICY OR ANNUITY?

Are you thinking about buying a new life insurance policy or annuity and discontinuing or changing an existing one? If you are, your
decision could be a good one — or a mistake. You will not know for sure unless you make a careful comparison of your existing ben-
efits and the proposed policy or contract’s benefits.

Make sure you understand the facts. You should ask the insurer or agent that sold you your existing policy or contract to give you
information about it.

Hear both sides before you decide. This way you can be sure you are making a decision that is in your best interest.

Ins 2.07 Appendix Il
IMPORTANT NOTICE:
REPLACEMENT OF LIFE INSURANCE OR ANNUITIES

You are contemplating the purchase of a life insurance policy or annuity contract. In some cases this purchase may involve discon-
tinuing or changing an existing policy or contract. If so, a replacement is occurring. Financed purchases are also considered
replacements.

A replacement occurs when a new policy or contract is purchased and, in connection with the sale, you discontinue making pre-
mium payments on the existing policy or contract, or an existing policy or contract is surrendered, forfeited, assigned to the replacing
insurer, or otherwise terminated or used in a financed purchase.

A financed purchase occurs when the purchase of a new life insurance policy involves the use of funds obtained by the withdrawal
or surrender of or by borrowing some or all of the policy values, including accumulated dividends, of an existing policy, to pay all or
part of any premium or payment due on the new policy. A financed purchase is a replacement.

You should carefully consider whether a replacement is in your best interests. You will pay acquisition costs and there may be sur-
render costs deducted from your policy or contract. You may be able to make changes to your existing policy or contract to meet your
insurance needs at less cost.

A financed purchase will reduce the value of your existing policy and may reduce the amount paid upon the death of the insured.

‘We want you to understand the effects of replacements and ask that you answer the following questions and consider the questions
on the back of this form.

1. Are you considering discontinuing making premium payments, surrendering, forfeiting, assigning to the insurer, or otherwise ter-
minating your existing policy or contract? YES NO

2. Are you considering using funds from your existing policies or contracts to pay premiums due on the new policy or contract?
YES__NO

Please list each existing policy or contract you are contemplating replacing (include the name of the insurer, the insured, and the
policy or contract number if available) and whether each policy or contract will be replaced or used as a source of financing:

INSURER

NAME

CONTRACT OR POLICY #
INSURED OR ANNUITANT
REPLACED (R) OR FINANCING (F)
1.

2.

3.

Make sure you know the facts. Contact your existing insurer or its agent for information about the existing policy or contract. If you
request one, an in force illustration, policy summary or available disclosure documents must be sent to you by the existing insurer. Ask
for and retain all sales material used by the agent in the sales presentation. Be sure that you are making an informed decision.

I certify that the responses herein are, to the best of my knowledge, accurate:

Applicant’s Signature and Printed Name and Date
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A replacement may not be in your best interest, or your decision could be a good one. You should make a careful comparison of the
costs and benefits of your existing policy or contract and the proposed policy or contract. One way to do this is to ask the insurer or
agent that sold you your existing policy or contract to provide you with information concerning your existing policy or contract. This
may include an illustration of how your existing policy or contract is working now and how it would perform in the future based on cer-
tain assumptions. Illustrations should not, however, be used as a sole basis to compare policies or contracts. You should discuss the
following with your agent to determine whether replacement or financing your purchase makes sense:

PREMIUMS: Are they affordable?

Could they change?

You’re older — are premiums higher for the proposed new policy?

How long will you have to pay premiums on the new policy? On the existing policy?

POLICY VALUES: New policies usually take longer to build cash values and to pay dividends.
Acquisition costs for the existing policy may have been paid, you will incur costs for the new one.
What surrender charges do the policies have?

What expense and sales charges will you pay on the new policy?

Does the new policy provide more insurance coverage?

INSURABILITY: If your health has changed since you bought your existing policy, the new one could cost you more, or you could
be turned down.

You may need a medical exam for a new policy.

Claims on most new policies for up to the first two years can be denied based on inaccurate statements.
Suicide limitations may begin anew on the new coverage.

IF YOU ARE KEEPING THE EXISTING POLICY AS WELL AS THE NEW POLICY:

How are premiums for both policies being paid?

How will the premiums on your existing policy be affected?

Will a loan be deducted from death benefits?

What values from the existing policy are being used to pay premiums?

IF YOU ARE SURRENDERING AN ANNUITY OR INTEREST SENSITIVE LIFE PRODUCT:
Will you pay surrender charges on your existing contract?

What are the interest rate guarantees for the new contract?

Have you compared the contract charges or other policy expenses?

OTHER ISSUES TO CONSIDER FOR ALL TRANSACTIONS:

What are the tax consequences of buying the new policy?

Is this a tax free exchange? (See your tax advisor.)

Is there a benefit from favorable “grandfathered” treatment of the existing policy under the federal tax code?
Will the existing insurer be willing to modify the existing policy?

How does the quality and financial stability of the new insurer compare with your existing insurer?
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Ins 2.08 Special policies and provisions; prohibi-
tions, regulations, and disclosure requirements. (1)
PURPOSE. The interest of the public and the maintenance of a fair
and honest life insurance market must be safeguarded by identify-
ing and prohibiting certain types of policy forms and policy pro-
visions and by requiring certain insurance premiums to be sepa-
rately stated. This rule implements and interprets applicable
statutes including ss. 628.34, 631.20, 632.44 (1) and 632.62,
Stats.

(2) ScopE. This rule shall apply to the kinds of insurance au-
thorized by s. Ins 6.75 (1) (a), and shall also apply to fraternal
benefit societies.

(3) DEFINITIONS. For the purpose of this rule certain life in-
surance policy forms and provisions referred to herein shall have
the following meaning:

(a) “Coupon policy” is any policy form which includes a se-
ries of coupons prominently and attractively featured in combina-
tion with an insurance contract. Such coupons are one-year pure
endowments whether or not so identified and whether or not
physically attached to the insurance contract. The coupons are
devised to give the appearance of the interest coupons that are
frequently attached to investment bonds. Although the face
amount of the coupon benefit is essentially a refund of premium
previously paid by a policyholder, it is frequently represented that
is the earnings or return on the investment of the policyholder in
life insurance.

(b) “Charter policy” is a term or name assigned by an insur-
ance company to a policy form. Such a policy is usually issued
by a newly organized company and it is sold on the basis that its
availability will be limited to a specific predetermined number of
units of a fixed dollar amount. Such policies generally provide
that the policyholder shall participate in the earnings resulting
from either or both participating policies and non-participating
policies. It is characteristic of such a policy that in its presenta-
tion to the public it is represented that the policyholder will re-
ceive a special advantage in any future distribution of earnings,
profits, dividends or abatement of premium. It is also repre-
sented that such advantage will not be made available to the per-
sons holding other types of policies issued by the company.
Other names such as Founders, President, and Executive Special
are frequently used for policies of the type herein described, and
for the purpose of this rule when they are so used they shall be
considered as charter policies.

(c) A “Profit-sharing policy” is any policy form which con-
tains provisions representing that the policyholder will be eligible
to participate, with special advantage not available to the persons
holding other types of policies issued by the same company, in
any future distribution of general corporate profits. Such policy
forms are so drafted that it appears to a prospective policyholder
that he or she is purchasing a preferential share of the future
profit and earnings of the insurance corporation rather than pur-
chasing a life insurance policy which may be subject to refund of
excess premium payments. The provisions of the policy may in-
correctly represent the amount and source of surplus that will be
available for apportionment and return to policyholders in the
form of dividends. Policy forms using such terms as profits, sur-
plus, or surplus-sharing in the manner herein described shall, for
the purpose of this rule, be considered as profit-sharing policies.

(4) PROHIBITIONS, REGULATIONS, AND DISCLOSURE RE-
QUIREMENTS. In accordance with the purpose expressed in sub.
(1) and in consideration of the apparent intent of the legislature,
the use in this state of certain types of policy forms and policy
provisions shall be subject to the following prohibitions and
regulations:
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(a) Coupon policy forms misrepresent, distort, and disguise
the true nature of the insurance purchased. Therefore, no coupon
policy shall be approved for use and no coupon policy heretofore
approved shall be issued or delivered in this state on or after June
15, 1962.

(b) Any policy, except a policy which is only used as a fund-
ing medium to provide gifts to a corporation without profit, as
provided in s. 615.04, Stats., containing a series of one-year pure
endowments or a series of guaranteed periodic benefits maturing
during the premium-paying period of the policy in which the
amount of any pure endowment or periodic benefit or benefits
payable during any policy year is less than the total annual policy
premium for such year has special characteristics making such
policy peculiarly susceptible to misrepresentation and misunder-
standing. Such policies are founded on the utmost good faith of
the company, and the public interest requires that the premium
charged for such benefits shall be fully and fairly disclosed to the
policyholder without deception or misrepresentation. Therefore,
on or after April 1, 1965, no such policy herein described shall be
approved for use and no such policy heretofore approved shall be
issued or delivered in this state unless:

Note: Section 615.04, Stats., was repealed.

1. The policy is nonparticipating.

2. The payment of a pure endowment or guaranteed periodic
benefit is not contingent on the payment of premiums falling due
on or after the time such pure endowment has matured,

3. The gross premium for the pure endowment or guaranteed
periodic benefits is shown prominently and separately in the pol-
icy distinct from the regular insurance premium,

4. The gross premium for the pure endowment or guaranteed
periodic benefits is based on reasonable assumptions as to inter-
est, mortality, and expense,

5. The number of one-year endowment or guaranteed peri-
odic benefits provided by the policy equals the number of annual
premiums for such benefits,

6. All advertisements, sales materials, agent’s presentations,
and other representations of the policy to the public represent the
pure endowment or guaranteed periodic benefits of the policy to
be nothing other than insurance benefits for which a premium is
being paid,

7. All representations of the total premium for the policy
contract also show the gross premium for the pure endowment or
guaranteed periodic benefits to an extent such that the prospect or
purchaser is fully informed as to the separate costs involved.

(c) Charter policy forms are defined by s. 628.33, 1987 stats.,
to be an unfair method of competition. They purport to provide a
means to an end result that is not authorized by statute and an end
result that is without reasonable expectation of achievement.
Such policy forms misrepresent the responsibility and obligation
of the company for equitable distribution of dividends or abate-
ment of premiums. Therefore, no charter policy shall be ap-
proved for use and no charter policy heretofore approved shall be
issued or delivered in this state on or after June 15, 1962.

(d) Profit-sharing policy forms are contrary to statute and the
public interest by representing as an inducement to insurance that
the person who purchases such a policy is procuring a preferential
interest in the future profits and earnings of the insurance corpo-
ration. Any distribution to a policyholder of the company of
earnings, profits, or surplus is a refund of the excess premiums
paid by that policyholder. Such distribution must be fair and eq-
uitable to all policyholders, it must not discriminate unfairly be-
tween individuals of the same class and equal expectation of life,
and it must be in the best interest of the company and its policy-
holders. Therefore, no profit-sharing policy shall be approved for
use and no profit-sharing policy heretofore approved shall be is-
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sued or delivered in this state on or after June 15, 1962. Further,
on or after June 15, 1962, no participating policy shall be ap-
proved and no participating policy heretofore approved shall be
issued or delivered in this state unless the policy provides without
deception or misrepresentation that the source of any dividends
or abatement of premium is limited to the divisible surplus de-
rived from participating business.

Note: See historical note relating to s. Ins 2.08 as printed with this rule as re-
leased in December, 1984.

History: Cr. Register, May, 1962, No. 77, eff. 6-15-62; am. (4) (b), Register, Au-
gust 1964, No. 104, eff. 12-1-64; am. (4) (b) (intro. par.), Register, March, 1965, No.
111, eff. 4-1-65. emerg. am. (1) and (2), eff. 6-22-76; am. (1) and (2), Register, Sep-
tember, 1976, No. 249, eff. 10-1-76; am. (2), Register, March, 1979, No. 279, eff. 4-
1-79; am. (4) (b) (intro.), Register, January, 1984, No. 337, eff. 2-1-84; r. (5) under s.
13.93 (2m) (b) 16., Stats., Register, December, 1984, No. 348; correction in (4) (c)
made under s. 13.93 (2m) (b) 7., Stats., Register, April, 1992, No. 436; correction in
(2) (c) made under s. 13.93 (2m) (b) 5., Stats., Register, June, 1997, No. 498.

Ins 2.09 Separate and distinct representations of
life insurance. (1) PURPOSE. The interests of policyholders
and purchasers of life insurance which is sold in connection with
any security must be safeguarded by providing them with clear
and unambiguous written proposals and statements in which all
material relating to life insurance is set forth separately from any
other material. This rule implements and interprets s. 628.34,
Stats., by establishing minimum standards for the form of propos-
als and statements used to solicit, service, or collect premiums for
life insurance which is sold in connection with a mutual fund or
other security.

(2) Scopk. This rule shall apply to the solicitation of, negoti-
ation for, procurement of, or joint billing of any insurance speci-
fied in s. Ins 6.75 (1) (a), within this state or involving a resident
of this state where it is known to the insurer or the insurance
agent that the sale of any mutual fund or other security has been,
may become, or is a part of any such transaction.

(3) DEFINITIONS. For the purposes of this rule:

(a) “Proposal” includes any estimate, illustration, or state-
ment which involves a representation of any premium charge,
dividends, terms, or benefits of any policy of life insurance
within sub. (2).

(b) “Life insurance” includes life insurance, annuities, and
endowments.

(4) RESPONSIBILITY OF INSURER AND AGENT. No insurer and
no insurance agent shall make, in connection with any transaction
within sub. (2), a proposal or billing other than in accordance
with this rule. Every insurer must inform its agents involved with
the solicitation of life insurance on residents of this state of the
requirements of this rule.

(5) WRITTEN PROPOSAL. In any solicitation or sale within
sub. (2), the prospect or policyholder must be furnished with a
copy of a clear and unambiguous written proposal not later than
at the time the solicitation or proposal is made.

(6) CONTENTS OF PROPOSAL. Any proposal referred to in this
rule must:

(a) Be dated and signed by the insurance agent or by the in-
surer if no agent is involved;

(b) State the name of the company in which the life insurance
is to be written;

(c) Be accurate and complete;

(d) Contain no misrepresentations or false, deceptive or mis-
leading statements;

(e) Show the premium charge for life insurance separately
from any other charge;

(f) If values which may accrue prior to the death of the in-
sured are involved in the presentation, show the value of the life
insurance separately from any other values;

Ins 2.13

(g) Show, if it is involved in the presentation, the amount of
the death benefit for the life insurance separately from any other
benefit which may accrue upon the death of the insured;

(h) Set forth all matters pertaining to life insurance separately
from any matter not pertaining to life insurance;

(1) Contain only such representations as will accurately reflect
the actual conditions applicable to the proposed insured.

(7) STATEMENTS TO BE SEPARATE. Any bill, statement, or
representation sent or delivered to any prospect or policyholder
must show the premium charge for the life insurance and any
other information mentioned concerning life insurance separately
from any other charges or values shown in the same billing.

(8) VIOLATION. Any violation of this rule shall be deemed to
be a misrepresentation of the nature of the life insurance
involved.

History: Cr. Register, October, 1963, No. 94, eff. 11-1-63; emerg. am. (1) and
(2), eff. 6-22-76; am. (1) and (2), Register, September, 1976, No. 249, eff. 10-1-76;
am. (1) and (2), Register, March, 1979, No. 279, eff. 4-1-79; r. (9) under s. 13.93
(2m) (b) 16, Stats., Register, December, 1984, No. 348.

Ins 2.12 Exceptions to unfair discrimination. The
following practices, without being all-inclusive, shall not be con-
sidered unfairly discriminatory as considered by s. 628.34, Stats.:

(1) Issuing life insurance policies or life annuity contracts on
a salary savings, salary allotment, bank draft, pre-authorized
check, or payroll deduction plan or other similar plan at a reduced
rate or with special underwriting considerations reasonably re-
lated to the savings made by use of such plan.

(2) Issuing life insurance policies or annuity contracts at pre-
miums determined by rating plans which provide for modifica-
tion of premiums based on the amount of insurance; but any such
rating plans shall not result in reduction in premiums in excess of
the savings reasonably related to the savings made by use of the
plan. All cost factors must be given proper recognition in order to
preserve equity between various classes of policyholders.

(3) Issuing so-called “family plan’ life insurance policies
which include insured, spouse, and their children with the pre-
mium calculated on the basis of the family unit. The rating plan
must give recognition to all cost factors in order to preserve eq-
uity between various classes of policyholders.

(4) Issuing policies under the authority of s. Ins 6.75 (1) (a),
with the premium calculated on the basis of the average age of
those insured or calculated in some other manner which is appro-
priate for the coverage offered, provided that the rate must be rea-
sonably related to the coverage provided and to the savings made
by use of the rating procedure.

(5) Issuing life insurance policies or life annuity contracts at
special rates or with special underwriting considerations, reason-
ably related to the savings made, in connection with:

(a) Employee benefit trusts or plans conforming to the re-
quirements of s. 815.18 (3) (j), Stats.

(b) Plans used to fund retirement benefits under the Federal
Self-Employed Individuals Tax Retirement Act of 1962.

(c) Plans used to fund retirement benefits for employees of
certain organizations exempt from Federal income tax and public
schools (so-called tax sheltered annuity plans).

History: Cr. Register, May, 1964, No. 101, eff. 6-1-64; emerg. am. (intro.), (4)
and (5) (d), eff. 6-22-76; am. (intro.), (4) and (5) (d), Register, September, 1976, No.
249, eff. 10-1-76; am. (4) and (5) (a), Register, March, 1979, No. 279, eff. 4-1-79; r.
(5) (d), Register, June, 1982, No. 318, eff. 7-1-82; reprinted to correct error in (5),
Register, August, 1982, No. 320; correction in (5) (a) made under s. 13.93 (2m) (b)
7., Stats., Register, April, 1992, No. 436.

Ins 2.13 Separate accounts and variable contracts.
(1) PURPOSE. This section creates standards for establishing
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separate accounts and for issuing contracts on a variable basis,
both as provided by ss. 611.25 and 632.45 (1), Stats.

(2) DEFINITIONS. In this section:

(a) “Agent” means a person who sells or offers to sell any
contract on a variable basis.

(b) “Contract on a variable basis” or “variable contrac-
t”means a policy or contract which provides for insurance or an-
nuity benefits which may vary according to the investment expe-
rience of any separate account maintained by the insurer as to the
policy or contract, as provided for in s. 632.45 (1), Stats., includ-
ing contracts defined in pars. (e) and (f).

(c) “Interest credits” means all interest that is credited to a
policy or contract.

(d) “Issue” means to issue for delivery or deliver.

(e) “Modified guaranteed annuity” means a deferred annuity
contract, the underlying assets of which are held in a separate ac-
count and the values of which are guaranteed if held for specified
periods, containing nonforfeiture values based on a market-value
adjustment formula if held for shorter periods, which formula
may or may not reflect the value of assets held in the separate
account.

(f) “Modified guaranteed life insurance policy” means an in-
dividual policy of life insurance, the underlying assets of which
are held in a separate account and the values of which are guaran-
teed if held for specified periods, containing nonforfeiture values
based on a market-value adjustment formula if held for shorter
periods, which formula may or may not reflect the value of assets
held in the separate account.

(g) “Policy processing day” means the day on which charges
authorized in the policy are deducted from the policy’s cash
value.

(3) QUALIFICATION OF INSURER TO ISSUE VARIABLE CON-
TRACTS. (a) No insurer may issue variable contracts in this state
unless:

1. Itis licensed or organized to do a life insurance or annuity
business in this state; and

2. The commissioner is satisfied that its condition or method
of operation in connection with the issuance of variable contracts
will not render its operation hazardous to the public or its policy-
holders in this state. In determining the qualification of an in-
surer requesting authority to issue variable contracts in this state,
the commissioner shall consider among other things:

a. The history and financial condition of the insurer;

b. The character, responsibility and fitness of the officers
and directors of the insurer; and

c. The law and regulation under which the insurer is autho-
rized in the state of domicile to issue variable contracts.

(b) If the insurer is a subsidiary of an admitted life insurance
company, or affiliated with an admitted life insurance company
by common management or ownership, the commissioner may
deem it to have satisfied par. (a) 2. if either it or the admitted life
insurance company satisfies the provisions of par. (a) 2. The
commissioner may deem any licensed insurer which has a satis-
factory record of doing business in this state for a period of at
least 3 years to have satisfied the provisions of par. (a) 2.

(c) Before any insurer issues variable contracts in this state, it
shall submit to the commissioner:

1. A general description of the kinds of variable contracts it
intends to issue;

2. If requested by the commissioner, a copy of the statutes
and regulations of its state of domicile under which it is autho-
rized to issue variable contracts; and
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3. If requested by the commissioner, biographical data with
respect to its officers and directors.

(4) SEPARATE ACCOUNTS. (a) A domestic insurer issuing
variable contracts shall establish one or more separate accounts
pursuant to s. 611.25, Stats., subject to the following provisions:

1. Except as provided in this subsection, an insurer may in-
vest and reinvest amounts allocated to and accumulating in any
separate account without regard to any requirements or limita-
tions prescribed by the laws of this state governing the invest-
ments of life insurance companies. This subdivision applies only
if the insurer maintains in any separate account its reserve liabil-
ity with regard to benefits guaranteed as to amount and duration
and funds guaranteed as to principal or rate of interest, and a por-
tion of the assets of the separate account at least equal to the re-
serve liability, or another amount approved by the commissioner,
is invested in accordance with the laws of this state governing the
investments of life insurance companies. No investments in a
separate account may be taken into account in applying the in-
vestment limitations applicable to the investments of the insurer.

2. With respect to 75% of the market value of the total assets
in a separate account, no insurer may purchase or otherwise ac-
quire the securities of any issuer, other than securities issued or
guaranteed as to principal or interest by the United States if, im-
mediately after the purchase or acquisition, the market value of
the investment, together with prior investments of the separate ac-
count in the security taken at market, would exceed 10% of the
market value of the assets of the separate account. The commis-
sioner may waive this limitation if he or she believes that the
waiver will not render the operation of the separate account haz-
ardous to the public or the insurer’s policyholders in this state.

3. No insurer may, either for its separate accounts or other-
wise, invest in the voting securities of a single issuer in an amount
exceeding 10% of the total issued and outstanding voting securi-
ties of the issuer. This limitation does not apply with respect to
securities held in separate accounts, the voting rights in which are
exercisable only in accordance with instructions from persons
having interests in the accounts.

4. The limitations provided in subds. 2. and 3. do not apply to
the investment with respect to a separate amount in the securities
of an investment company registered under the investment com-
pany act of 1940, 29 USC 80a-1 to 80a-64, as amended, if the in-
vestments of the investment company comply in substance with
subds. 2. and 3.

(b) Unless otherwise approved by the commissioner, an in-
surer shall value assets allocated to a separate account at their
market value on the date of valuation, or if there is no readily
available market, then as provided under the terms of the contract
or the rules or other written agreement applicable to the separate
account, except that the insurer shall value the portion of the as-
sets of the separate account equal to the insurer’s reserve liability
with regard to the benefits and funds described in par. (a) 1., if
any, in accordance with the rules otherwise applicable to the in-
surer’s assets.

(c) To the extent provided under any applicable contract, no
portion of the assets of any separate account established under
this subsection equal to the reserves and other applicable contract
liabilities of the account are chargeable with liabilities arising out
of any other business the insurer may conduct.

(d) Notwithstanding any other provision of law, an insurer
may:

1. With respect to any separate account registered with the
securities and exchange commission as a unit investment trust,
exercise voting rights in connection with any securities of a regu-
lated investment company registered under the investment com-
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pany act of 1940, 15 USC 80a-1 to 80a-64, as amended, which
are held in separate accounts in accordance with instructions
from persons having interests in the accounts ratably as deter-
mined by the insurer; or

2. a. With respect to any separate account registered with the
securities and exchange commission as a management investment
company, establish for the account a committee, board or other
body, the members of which may or may not be otherwise affili-
ated with the insurer and may be elected to membership by the
vote of persons having interests in the account ratably as deter-
mined by the insurer.

b. A committee, board or other body established under subd.
2. a. may, alone or in conjunction with others, manage the sepa-
rate account and the investment of its assets.

c. An insurer or a committee, board or other body estab-
lished under subd. 2. a. may make other provisions for any sepa-
rate account established under this subsection in order to facili-
tate compliance with federal or state law, if the commissioner ap-
proves the provisions as not hazardous to the public or the in-
surer’s policyholders in this state.

(e) 1. An insurer may not transfer assets between any of its
separate accounts or between any other investment account and a
separate account except that an insurer may transfer assets into a
separate account solely to establish the account or to support the
operation of the contracts with respect to the separate account to
which the transfer is made.

2. An insurer may transfer assets under subd. 1. only as
follows:

a. By a transfer of cash; or

b. By a transfer of securities having a readily determined
market value, if the transfer is approved by the commissioner.

3. Notwithstanding subd. 2., the commissioner may autho-
rize other transfers among accounts if he or she believes that the
transfers would not be inequitable.

(f) The insurer shall maintain in each separate account estab-
lished under this subsection assets with a value at least equal to
the reserves and other contract liabilities with respect to the ac-
count, except as otherwise approved by the commissioner.

(g) Section 611.60, Stats., applies to the members of any sep-
arate account’s committee, board or other body established under
par. (d) 2. a. No officer or director of the insurer nor any member
of a committee, board or body of a separate account may receive
directly or indirectly any commission or any other compensation
with respect to the purchase or sale of assets of the separate
account.

(5) FILING OF CONTRACT FORMS. (a) No variable contract
may be issued in this state until the commissioner has approved
the form or until the form and rates have been filed with the com-
missioner for 30 days.

(b) The filing letter shall be in duplicate and shall contain the
following information:

1. An identifying form number and title for each form
submitted.

2. A general description of each form.

3. Alisting of the types of policies to which rider or endorse-
ment forms will be attached.

4. The form number and date of approval by the commis-
sioner of any form to be superseded.

(c) One copy of all forms or rates submitted or approval shall
be submitted with a copy of the application attached if the appli-
cation is to be a part of the contract. If the application was previ-
ously approved, the form number and date of approval will
suffice.
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(d) Each form shall include hypothetical data showing its use,
a correct table of values and an explanation of all variable
information.

(e) Each filing shall include an actuarial statement of methods
used to calculate values in the contract.

(6) VARIABLE BENEFITS. (a) Any variable contract issued in
this state shall contain a statement of the essential features of the
procedures to be followed by the insurer in determining the
amount of the variable benefits. Each variable contract, includ-
ing a group contract and any certificate issued under a group con-
tract, shall state that the amount of benefits will vary to reflect in-
vestment experience and shall contain on its first page, in a prom-
inent position, a clear statement that the benefits under the con-
tract are on a variable basis and the location in the contract of the
details of the variable provisions.

(b) No illustration of benefits payable under any variable con-
tract may include a projection of past investment experience into
the future or a prediction of future investment experience. This
paragraph does not prohibit the use of hypothetical assumed rates
of return to illustrate possible levels of benefits.

(c) No insurer may issue an individual variable annuity con-
tract calling for periodic stipulated payments in this state unless
the contract contains in substance all of the following provisions
or provisions which in the opinion of the commissioner are more
favorable to the holder of the contract:

1. A grace period of 30 days or one month within which the
holder may make any stipulated payment, other than the first pay-
ment, due the insurer. During the grace period the contract shall
continue in force. The contract may include a statement of the
basis on which the insurer determines the date that it will apply
any stipulated payment received during the grace period to pro-
duce the values under the contract arising from the application of
the payment.

2. A right to reinstatement of the contract at any time within
3 years from the date of default in making periodic stipulated
payments to the insurer during the life of the annuitant, upon pay-
ment to the insurer of the overdue payments as required by the
contract, and of all indebtedness, including interest, on the con-
tract. The right to reinstatement does not apply if the insurer has
paid the cash surrender value of the contract. The contract may
include a statement of the basis on which the insurer determines
the date that it will apply the amount to cover the overdue pay-
ments and indebtedness to produce the values under the contract
arising from the application of the payment.

3. The options available in the event of default in a periodic
stipulated payment. The options may include an option to surren-
der the contract for a cash value as determined by the contract,
and shall include an option to receive a paid-up annuity if the
contract is not surrendered for cash. The amount of the paid-up
annuity shall be determined by applying the value of the contract
at the annuity commencement date in accordance with the terms
of the contract.

(d) Any individual variable annuity contract issued in this
state shall stipulate the expense, mortality and investment incre-
ment factors to be used in computing the amount of variable ben-
efits or other contractual payments or values, and may guarantee
that no expense or mortality results, or both, will adversely affect
the amount of benefits. The expense factors may exclude some or
all taxes, as stipulated in the contract. In computing the amount
of variable benefits or other contractual payments or values under
an individual variable annuity contract:

1. No annual net investment increment assumption may ex-
ceed 5%, except with the approval of the commissioner; and

2. To the extent that the level of benefits may be affected by
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mortality results, the insurer shall determine the mortality factor
from the 1983 Table ‘a’, as defined in s. Ins 2.30 (2) (b), or any
modification of that table not having a higher mortality rate at
any age.

(e) The insurer shall establish the reserve liability for variable
annuities under s. 623.06, Stats., in accordance with actuarial
procedures that recognize the variable nature of the benefits
provided.

(7) MODIFIED GUARANTEED LIFE INSURANCE. (a) An insurer
that issues modified guaranteed life insurance policies in this
state shall comply with all of the following requirements:

1. The insurer shall bear mortality and expense risks. The
mortality and expense charges shall be subject to the maximum
stated in the contract.

2. For scheduled premium policies, the insurer shall provide
a minimum death benefit in an amount at least equal to the initial
face amount of the policy as long as premiums are paid, subject to
par. (d) 2.

3. The insurer shall determine the cash value of each policy
at least monthly. Each policy shall describe the method of com-
puting cash values and other nonforfeiture benefits and shall state
the market-value adjustment formula the insurer uses to deter-
mine nonforfeiture benefits. The formula shall apply to both up-
ward and downward adjustments.

4. With the form filing under s. 631.20, Stats., the insurer
shall submit an actuarial statement of the basis for the market-
value adjustment formula which states that the formula provides
reasonable equity to both the policyholder and the insurer. The
form filing shall demonstrate that, if the interest credits at all
times during which the policy is in effect equal those guaranteed
in the policy, with premiums and benefits determined under the
terms of the policy, then, ignoring any market-value adjustment,
the resulting cash values and other nonforfeiture benefits shall be
at least equal to the minimum values required by s. 632.43, Stats.,
for a fixed benefit general account policy with the same premi-
ums and benefits.

5. Guaranteed interest credits in each year for any period of
time for which interest credits are guaranteed shall be reasonably
related to the average guaranteed interest credits over that period
of time.

6. At the end of any specified guarantee period, the policy-
holder may select a new guarantee period of not more than 5
years or until the end of the coverage period, whichever is shorter.

(b) Each modified guaranteed life insurance policy form filed
for approval shall contain all of the following:

1. A cover page, or pages corresponding to a cover page,
which shall include all of the following:

a. A prominent statement that cash values may increase or
decrease in accordance with the market-value adjustment
formula.

b. A captioned notice that the policyholder may return the
policy within 10 days of its receipt, and receive a refund equal to
the sum of (i) the difference between premiums paid, including
policy fees and other charges, and the amounts allocated to any
separate accounts under the policy, and (ii) the value of the
amounts allocated to any separate accounts under the policy, on
the date the insurer or its agent receives the returned policy, as de-
termined by the market-value adjustment formula.

c. Any other item required by statute or administrative rule
for fixed benefit life insurance policies which is not inconsistent
with this section.

2. If settlement options are provided, a provision that at least
one of the options shall be provided on a fixed basis only.
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3. A description of the basis for computing the cash value
and the surrender value under the policy.

4. A separate statement of premiums or charges for inciden-
tal insurance benefits.

5. Any other policy provision required by this section.

6. Any other item required by statute or administrative rule
for fixed benefit life insurance policies which is not inconsistent
with this section.

7. A provision for nonforfeiture insurance benefits. The in-
surer may establish a reasonable minimum cash value below
which any nonforfeiture insurance options will not be available.

(c) Each modified guaranteed life insurance policy issued in
this state shall provide that the policyholder may borrow at least
75% of the policy’s cash surrender value after the policy has been
in force for at least 3 years unless the policy includes a policy loan
provision that is no less favorable to the policyholder. Each pol-
icy loan provision shall provide all of the following:

1. The amount borrowed shall bear interest as provided un-
der s. 632.475, Stats.

2. The insurer shall deduct any indebtedness from the pro-
ceeds payable on death.

3. The insurer shall deduct any indebtedness from the cash
surrender value upon surrender or in determining any nonforfei-
ture benefit.

4. For scheduled premium policies, whenever the indebted-
ness exceeds the cash surrender value, the insurer shall give no-
tice of any intent to cancel the policy if the excess indebtedness is
not repaid within 31 days after the date the notice is mailed. For
flexible premium policies, whenever the total charges authorized
by the policy that are necessary to keep the policy in force until
the next policy processing day exceed the amount available under
the policy to pay those charges, the insurer shall mail the policy-
holder a report containing the information specified in par. (g) 2.

5. If the policy specifies a minimum amount which may be
borrowed, the minimum may not apply to any automatic pre-
mium loan provision.

6. The policy loan provision does not apply if the policy is
under an extended insurance nonforfeiture option.

7. A policyholder who has not exercised the policy loan pro-
vision may not be disadvantaged by exercising it.

8. Upon the exercise of any policy loan provision, the insurer
shall withdraw from the separate account the amount paid to the
policyholder and shall return that amount to the separate account
upon repayment, except that a stock insurer may provide the
amount for a policy loan from the general account.

(d) A modified guaranteed life insurance policy or related
form issued in this state may, in substance, include one or more of
the following provisions:

1. An exclusion for suicide within 2 years after the date the
policy takes effect, except that, if the policy includes an increased
death benefit as a result of the policyholder’s application after the
date the policy takes effect, the exclusion applies only to the
amount of the increased benefit.

2. Incidental insurance benefits on a fixed or variable basis.

3. If the policy is issued on a participating basis, an offer to
pay dividends in cash and other dividend options.

4. A provision allowing a policyholder to elect in writing, ei-
ther in the application or after issuance of the policy, an auto-
matic premium loan on a basis not less favorable than the require-
ments under par. (c), except that the insurer may restrict this pro-
vision to the payment of not more than 2 consecutive premiums.

5. A provision allowing the policyholder to make partial
withdrawals.

6. Any other policy provision approved by the commissioner.


http://docs.legis.wisconsin.gov/code/admin_code
https://docs.legis.wisconsin.gov/document/register/827/B/toc

File inserted into Admin. Code 12-1-2024. May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code

15 COMMISSIONER OF INSURANCE

(e) 1. An insurer issuing any modified guaranteed life insur-
ance policy in this state shall, before or at the time the application
is taken, deliver to the applicant and obtain from the applicant a
written acknowledgment of receipt of all of the following
information:

a. A non-technical summary of the principal features of the
policy, including a description of the manner in which the nonfor-
feiture benefits will be affected by the market-value adjustment
formula and the factors which affect the variation. The summary
shall include the notice required by par. (b) 1. b.

b. A summary of the federal income tax aspects of the policy
applicable to the insured, the policyholder and the beneficiary.

c. Illustrations, prepared by the insurer, of benefits payable
under the policy. No illustration may include a projection of past
investment experience into the future or a prediction of future in-
vestment experience. This subparagraph does not prohibit the
use of hypothetical assumed rates of return to illustrate possible
levels of benefits if the insurer makes it clear that such assumed
rates are hypothetical only.

2. An insurer may satisfy the requirements of subd. 1. by de-
livering to the policyholder a disclosure containing the informa-
tion required by subd. 1., either in the form of a prospectus which
is part of an effective registration statement under the securities
act of 1933, 15 USC 77a to 77aa or, if the policies are exempt
from the registration requirements of the securities act of 1933,
all information and reports required by the federal employee re-
tirement income security act of 1974, 29 USC 1001 to 1461.

(f) The application for a modified guaranteed life insurance
policy shall contain all of the following:

1. Immediately before the signature line, a statement that
amounts payable under the policy are subject to a market-value
adjustment before a date or dates specified in the policy.

2. A request for information which will enable the insurer to
determine the suitability of modified guaranteed life insurance
for the applicant.

(g) 1. In this paragraph, “unadjusted cash value” means the
cash value before applying any surrender charge or market-value
adjustment formula.

2. An insurer shall mail to each holder of a modified guaran-
teed life insurance policy, at his or her last known address, an an-
nual report showing the unadjusted cash value, the cash surrender
value, death benefit, any partial withdrawal or policy loan, any in-
terest charge and any optional payments allowed under the policy.
The report shall also specify the surrender charge and market-
value adjustment formula used to determine the cash surrender
value. Each report shall state that the cash values may increase or
decrease in accordance with the market-value adjustment for-
mula. The report shall prominently identify any stated value that
may be recomputed before the next annual report.

3. For flexible premium policies, if the unadjusted cash value
and cash surrender value are different, the annual report shall
contain a reconciliation of these values based on payments made
less deductions for expense charges, withdrawals, investment ex-
perience, insurance charges and any other charges made against
the cash value. The annual report shall also show the projected
unadjusted cash value and cash surrender value, if different, as of
one year from the end of the period covered by the report assum-
ing all of the following:

a. Planned periodic premiums, if any, are paid as scheduled.

b. Guaranteed costs of insurance are deducted.

c. Interest is credited at the guaranteed rate or, in the absence
of a guaranteed rate, at a rate not greater than zero. If the pro-
jected unadjusted cash value is less than zero, the report shall in-
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clude a warning stating that the policy may be in danger of termi-
nating without value in the next 12 months unless additional pre-
mium is paid.

4. The insurer shall mail each annual report within 30 days
after one of the following dates:

a. The policy anniversary date, in which case the amounts re-
ported shall be computed as of the policy anniversary date.

b. Another date specified in the policy, in which case the
amounts reported shall be computed as of a date no earlier than
60 days before the mailing date.

(h) For flexible premium policies, the insurer shall also send
a report to the policyholder whenever the amount available under
the policy on any policy processing day to pay the charges autho-
rized by the policy are less than the amount necessary to keep the
policy in force until the next policy processing day. The report
shall state the minimum payment required under the terms of the
policy to keep it in force and the length of the grace period for
payment.

(8) MODIFIED GUARANTEED ANNUITIES. (a) Each insurer is-
suing modified guaranteed annuities in this state shall provide
each contract holder with an annual report showing both the ac-
count value and the cash surrender value. The report shall clearly
state that the account value does not include the application of
any surrender charge or market-value adjustment formula. The
annual report shall also specify the surrender charge and market-
value adjustment formula used to determine the cash surrender
value.

(b) 1. Each modified guaranteed annuity contract issued in
this state shall describe the essential features of the procedures
the insurer uses in determining the amount of nonforfeiture
benefits.

2. No insurer may issue in this state a modified guaranteed
annuity contract calling for periodic stipulated payments unless it
contains in substance all of the following provisions:

a. A grace period of 30 days or one month within which the
policyholder may make any stipulated payment, other than the
first payment, due the insurer. During the grace period the con-
tract shall continue in force. The contract may include a state-
ment of the basis on which the insurer determines the date that it
will apply any stipulated payment received during the grace pe-
riod to produce the values under the contract arising from the ap-
plication of the payment.

b. A right to reinstatement of the contract at any time within
one year from the date of default in making periodic stipulated
payments to the insurer during the life of the annuitant, upon pay-
ment to the insurer of the overdue payments as required by the
contract, and of all indebtedness, including interest, on the con-
tract. The right to reinstatement does not apply if the insurer has
paid the cash surrender value of the contract. The contract may
include a statement of the basis on which the insurer determines
the date that it will apply the amount to cover the overdue pay-
ments and indebtedness to produce the values under the contract
arising from the application of the payment.

3. Each modified guaranteed annuity contract shall state the
market-value adjustment formula the insurer uses to determine
nonforfeiture benefits. The formula shall apply to both upward
and downward adjustments. With each policy form filed under s.
631.20, Stats., the insurer shall submit an actuarial statement of
the basis for the market-value adjustment formula which states
that the formula provides reasonable equity to both the contract
holder and the insurer.

4. Unless provided under any applicable contract, the portion
of the assets of any separate account equal to the reserves and
other applicable contract liabilities of the account are not charge-
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able with liabilities arising out of any other business of the

insurer.
(© 1.

following:

a. Reinsurance.

b. A group annuity contract purchased in connection with a
retirement plan or deferred compensation plan established or
maintained by or for one or more employers, including partner-
ships, sole proprietorships, employee organizations or any com-
bination thereof, other than plans providing individual retirement
accounts or individual retirement annuities under 26 USC 408, as
amended.

c. A premium deposit fund.

d. An investment annuity.

e. An immediate annuity.

f. A deferred annuity contract after annuity payments have
commenced.

g. A reversionary annuity.

h. A contract which will be issued outside this state through
an agent or other representative of the insurer.

2. No insurer may issue a modified guaranteed annuity con-
tract in this state unless it contains in substance all of the follow-
ing provisions:

a. A plan that complies with subd. 4. for granting a paid-up
annuity benefit upon cessation of payment of considerations un-
der the contract. The contract shall describe the plan and shall in-
clude a statement of the mortality table, if any, and guaranteed or
assumed interest rates used in calculating annuity payments.

b. If the contract provides for a lump sum settlement at matu-
rity or at any other time, a provision for the payment of a cash sur-
render benefit that complies with subd. 5. instead of a paid-up an-
nuity benefit, upon surrender of the contract at or before the com-
mencement of annuity payments. The contract shall describe the
cash surrender benefit and may provide that the insurer may defer
payment of the cash surrender benefit for a period of 6 months af-
ter demand.

3. In establishing the minimum value of a paid-up annuity,
cash surrender or death benefit available under a modified guar-
anteed annuity contract, the insurer shall base the value on non-
forfeiture amounts meeting the requirements of this subdivision
and subd. 4. The unadjusted minimum nonforfeiture amount on
any date before the annuity commencement date shall equal the
percentages of net considerations, as specified in subd. 4., in-
creased by the interest credits allocated to the percentage of net
considerations. The insurer shall reduce this amount to reflect
the effect of all of the following:

a. Any partial withdrawals from or partial surrender of the
contract.

b. The amount of any indebtedness on the contract, including
interest due and accrued.

¢. An annual contract charge which shall equal the lesser of
$30 or 2% of the end-of-year contract value less the amount of
any annual contract charge deducted from any gross considera-
tions credited to the contract during the contract years. The con-
tract charge may not be less than $0.00.

d. A transaction charge of $10 for each transfer to another in-
vestment division with the same contract.

4. For purposes of subd. 3.:

a. Guaranteed interest credits in each year for any period of
time for which interest credits are guaranteed shall be reasonably
related to the average guaranteed interest credits over that period
of time.

b. The minimum nonforfeiture amount shall be the unad-

Subdivisions 2. to 10. do not apply to any of the
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justed minimum nonforfeiture amount adjusted by the market-
value adjustment formula contained in the contract.

c. The annual contract charge of $30 and the transaction
charge of $10 shall be adjusted to reflect changes in the consumer
price index as provided in subd. 5. c.

5. The percentages of net considerations used to define the
minimum nonforfeiture amount under subd. 3. shall meet all of
the following requirements:

a. If the contract provides for periodic considerations, the net
considerations for a given contract year used to define the mini-
mum nonforfeiture amount shall not be less than $0.00 and shall
equal the corresponding gross considerations credited to the con-
tract during that contract year less an annual contract charge of
$30 and less a collection charge of $1.25 per consideration cred-
ited to the contract during that contract year and less any charge
for premium taxes. The percentages of net considerations shall
be 65% for the first contract year and 87)5% for the 2nd and sub-
sequent contract years except that the percentage shall be 65% of
the portion of the total net consideration for any renewal contract
year which exceeds, by not more than 2 times, the sum of those
portions of the net considerations in all prior contract years for
which the percentage was 65%.

b. With respect to contracts providing for a single considera-
tion, the net consideration used to define the minimum nonforfei-
ture amount shall be the gross consideration less a contract
charge of $75 and less any charge for premium taxes. The per-
centage of the net consideration shall be 90%.

c. The annual contract charge of $30 and the collection
charge of $1.25 under subd. 5. a. and the single consideration
contract charge of $75 under subd. 5. b., shall be adjusted annu-
ally to reflect changes in the consumer price index by multiplying
each charge by the ratio of the consumer price index for June of
the year preceding the date of filing to the consumer price index
for June, 1979. “Consumer price index” means the index for all
urban consumers for all items as published by the bureau of labor
statistics of the United States department of labor or any succes-
sor agency. If publication of the consumer price index ceases, or
if the index otherwise becomes unavailable or is altered so as to
be unusable for purposes of this paragraph, the commissioner
may substitute another suitable index.

6. An insurer shall use any paid-up annuity benefit available
under a modified guaranteed annuity contract that has a present
value on the annuity commencement date that is at least equal to
the minimum nonforfeiture amount on the date. The insurer shall
compute the present value using the mortality table, if any, and
the guaranteed or assumed interest rates used in calculating the
annuity payments.

7. For modified guaranteed annuity contracts which provide
cash surrender benefits, the cash surrender benefit at any time be-
fore the annuity commencement date shall be equal to or greater
than the minimum nonforfeiture amount next computed after the
insurer receives a request for surrender. The death benefit under
the contract shall be at least equal to the cash surrender benefit.

8. Any modified guaranteed annuity contract which does not
provide either a cash surrender benefit or a death benefit at least
equal to the minimum nonforfeiture amount before the annuity
commencement date shall include, in a prominent place in the
contract, a statement that these benefits are not provided.

9. Notwithstanding any other requirement of this paragraph,
a modified guaranteed annuity contract may provide that the in-
surer, at its option, may cancel the annuity and pay the contract
holder the larger of the unadjusted minimum nonforfeiture
amount or the minimum nonforfeiture amount, and that the pay-
ment shall release the insurer from any further obligation under
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the contract. This option shall apply only under one of the fol-
lowing conditions:

a. At the time the annuity becomes payable, the larger of the
unadjusted minimum nonforfeiture amount or the minimum non-
forfeiture amount is less than $2,000, or would provide an in-
come the initial amount of which is less than $20 per month.

b. Before the annuity becomes payable under a periodic pay-
ment contract, the insurer has not received any considerations un-
der the contract for a period of 2 years and the total consideration
paid before the 2-year period, reduced to reflect any partial with-
drawals from or partial surrenders of the contract, plus the larger
of the unadjusted minimum nonforfeiture amount or the mini-
mum nonforfeiture amount is less than $2,000.

10. For any modified guaranteed annuity contract which pro-
vides in the same contract, by rider or supplemental contract pro-
vision, both annuity benefits and life insurance benefits that ex-
ceed the greater of cash surrender benefits or a return of the gross
considerations with interest, the minimum nonforfeiture benefits
shall equal the sum of the minimum nonforfeiture benefits for the
annuity portion and the minimum nonforfeiture benefits, if any,
for the insurance portion computed as if each portion were a sep-
arate contract. Notwithstanding subd. 2., in determining the min-
imum nonforfeiture amounts and paid-up annuity, cash surrender
and death benefits required by this paragraph, the insurer shall
disregard additional benefits payable in the event of the total and
permanent disability of the contract holder, as reversionary annu-
ity or deferred reversionary annuity benefits or as other policy
benefits additional to life insurance, endowment and annuity ben-
efits and considerations for all such additional benefits. The in-
clusion of such additional benefits is not required in any paid-up
benefits unless the additional benefits would, if provided sepa-
rately, require minimum nonforfeiture amounts and paid-up an-
nuity, cash surrender and death benefits.

(d) The application for a modified guaranteed annuity shall
contain, immediately before the signature line, a prominent state-
ment that amounts payable under the contract are subject to a
market-value adjustment before a date or dates specified in the
contract.

(9) PROVISIONS APPLICABLE TO MODIFIED GUARANTEED LIFE
INSURANCE AND ANNUITIES. (a) Before any insurer issues any
modified guaranteed life insurance policy or modified guaran-
teed annuity contract in this state, the commissioner may require
the insurer to file a copy of any prospectus or other sales material
to be used in connection with the marketing of the modified guar-
anteed life insurance policy or modified guaranteed annuity con-
tract. The sales material shall clearly illustrate that there can be
both upward and downward adjustments due to the application of
the market-value adjustment formula in determining nonforfei-
ture benefits.

(b) An insurer issuing a modified guaranteed life insurance
policy or a modified guaranteed annuity in this state shall submit
to the commissioner all of the following:

1. A separate account annual statement which shall include
the business of these policies or contracts.

2. Any additional information required by the commissioner.

(c) The commissioner may disapprove any material required
to be filed if the commissioner finds that the material does not
comply with this section.

(d) The statutes and administrative rules governing individual
life insurance and individual annuity form filings also apply to
modified guaranteed life insurance policies and modified guaran-
teed annuity contracts. Each filing shall demonstrate in a form
satisfactory to the commissioner that the nonforfeiture provisions
of the policy or contract comply with this section.
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(e) 1. An insurer shall establish reserve liabilities in accor-
dance with actuarial procedures that recognize all of the
following:

a. The market-value basis of the assets of the separate
account.

b. The variable nature of the benefits provided.

c. Any mortality guarantees.

2. The separate account liability shall equal the surrender
value based on the market-value adjustment formula contained in
the modified guaranteed life insurance policy or modified guar-
anteed annuity contract. If that liability is greater than the market
value of the assets, the insurer shall transfer assets into the sepa-
rate account so that the market value of the assets at least equals
that of the liabilities. The insurer shall establish any additional
reserve that is needed to cover future guaranteed benefits.

3. An insurer shall consider the market-value adjustment for-
mula, the interest guarantees and the degree to which projected
cash flow of assets and liabilities are matched. The statement of
actuarial opinion accompanying each annual statement shall in-
clude an opinion on whether the assets in the separate account are
adequate to provide all future guaranteed benefits.

4. An insurer shall maintain in the general account reserve li-
abilities for all fixed incidental insurance benefits and any guar-
antees associated with variable incidental insurance benefits.

(10) REQUIRED REPORTS. (a) Each insurer issuing individual
variable contracts shall mail to each contractholder, at least once
in each contract year after the first, at his or her last address
known to the insurer, a statement reporting the investments held
in the separate account and, in the case of contracts under which
payments have not yet commenced, a statement reporting either
of the following as of a date not more than 4 months before the
date of mailing:

1. The number of accumulation units credited to the contract
and the dollar value of a unit.
2. The value of the contractholder’s account.

(b) The insurer shall submit annually to the commissioner a
statement of the business of each of its separate accounts in the
form as required by the annual statement form designated as Life
and Accident and Health Association Edition-Variable Life In-
surance Separate Account.

(11) FOREIGN COMPANIES. If the law or regulation in the
place of domicile of a foreign insurer provides protection to the
policyholders and the public which is substantially equal to that
provided by this section, the commissioner, to the extent he or she
considers appropriate, may consider compliance with that law or
regulation as compliance with this section.

(12) AGENT QUALIFICATIONS. Prior to April 1, 2010, any
person selling or offering for sale a variable contract shall have a
valid license under s. Ins 6.59 (4) (an) authorizing the solicitation
of variable life insurance and variable annuity products as de-
fined in s. Ins 6.50 (2) (a) 6. or a valid license under s. Ins 6.59,
authorizing the solicitation of life insurance as listed in s. Ins 6.50
(2) (a), and shall provide verification of required registration by
the Financial Industry Regulatory Authority (FINRA) registered
for Series 6 or Series 7.

(a) General  Securities
Examination.

(b) Investment Company Products/Variable Contracts Lim-
ited Representative Qualification Examination.

(c) NASD Non-Member General Securities Examination.

(d) General Securities Principal Qualification.

(e) Investment Company Products/Variable Contracts Lim-
ited Principal Qualification Examination.

Registered  Representation

Register November 2024 No. 827


http://docs.legis.wisconsin.gov/code/admin_code
https://docs.legis.wisconsin.gov/document/register/827/B/toc

File inserted into Admin. Code 12-1-2024. May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code

Ins 2.13

(12m) AGENT QUALIFICATIONS. On or after April 1, 2010,
any person selling or offering for sale a variable contract shall
have a valid license under s. Ins 6.59 (4) (an), authorizing the so-
licitation of variable life insurance and variable annuity products
as defined in s. Ins 6.50 (2) (a) 6.

(13) NONAPPLICABILITY. To the extent that any provision of
sub. (7) or (8) is inconsistent with a provision of sub. (6) or (10),
sub. (6) or (10) does not apply to a policy or contract described in
sub. (7) or (8).

History: Cr. Register, October, 1968, No. 154, 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; am. (6) (e), Register, March, 1979, No. 279, eff. 4-1-79;
r. (2) (d) 5., (9) (g), to (m) and (p), am. (2) (b) to (d) (intro.), (6) (a), (9) (a) to (f), cr.
(9) (g) to (i), renum. (9) (n) and (0) to be (9) (j) and (k), Register, May, 1979, No.
281, eff. 6-1-79; r. and recr. (2) and (9), Register, October, 1981, No. 310, eff. 11-1-
81; am. (1), (3) (a) (intro.) and 2., (b), (c) (intro.), 2. and 3., (4) (a) to (g), (5) (a), (b)
2., (d), (e) and (6), renum. (2) (a) and (b), (7) to (9) to be (2) (b) and (a), (10) to (12)
and am. (2) (a) and (b), (10) (a) (intro.) and 1., (b), (11) and (12), cr. (2) (intro.), (c)
to (g), (7) to (9) and (13), Register, April, 1990, No. 412. eff. 5-1-90; CR 09-022:
am. (12) (intro.), cr. (12m) Register August 2009 No. 644, eff. 9-1-09; CR 14-076:
am. (6) (d) 2. Register August 2015 No. 716, eff. 9-1-15.

Ins 2.14 Life insurance solicitation. (1) PURPOSE.
The purpose of this section is to require insurers to deliver to pur-
chasers of life insurance information which will improve the
buyer’s ability to select the most appropriate plan of life insur-
ance for the buyer’s needs, improve the buyer’s understanding of
the basic features of the policy, and improve the ability of the
buyer to evaluate the relative costs of similar plans of life insur-
ance. This section does not prohibit the use of additional mate-
rial which is not in violation of this section or any other Wiscon-
sin statute or rule. This section interprets ss. 628.34 and 628.38,
Stats. This section is in addition to and not a substitute for the re-
quirements set forth in ss. Ins 2.16 and 2.17.

(2) Scope. (a) Except as stated in par. (b), this section ap-
plies to any solicitation, negotiation, or procurement of life insur-
ance occurring within this state. This section applies to any is-
suer of life insurance contracts including fraternal benefit soci-
eties and the state life Insurance fund.

(b) Unless otherwise specifically included, this section does
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 fed-
eral employee retirement income security act of 1974 (ERISA),
29 U.S.C. sections 1001 to 1461.

5. Variable life insurance under which the death benefits and
cash values vary in accordance with unit values of investments
held in a separate account.

(3) DEFINITIONS. For the purposes of this section, the follow-
ing definitions shall apply:

(a) “Cost comparison index” means a number corresponding
to the cost of a policy, which can be used to compare similar poli-
cies within a company or between companies.

(b) “Equivalent level death benefit” of a policy or term life in-
surance rider is an amount calculated as follows:

1. Accumulate the guaranteed 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 subd. 1. by an interest factor
that converts it into one equivalent level annual amount that, if
paid at the beginning of each year, would accrue to the value in
subd. 1. over the respective periods stipulated in subd. 1. If the
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period is 10 years, the factor is 13.207 and if the period is 20
years, the factor is 34.719.

(c) “Generic name” means a short title which is descriptive of
the premium and benefit patterns of a policy or a rider.

(d) “Life insurance buyer’s guide” means the document pub-
lished by the national association of insurance commissioners en-
titled life insurance buyer’s guide.

(e) “Net payment cost index” means a cost comparison index
calculated in the same manner as the comparable surrender cost
index except that the cash surrender value is set at zero.

(f) “Policy summary” means a written statement in substan-
tially the same format for all companies and describing only the
guaranteed elements of the policy including but not limited to:

1. A prominently placed title as follows: STATEMENT OF
POLICY COST AND BENEFIT INFORMATION.

2. The name and address of the insurance intermediary, or, if
no insurance intermediary is involved, a statement of the proce-
dure to be followed in order to receive responses to inquiries re-
garding the policy summary.

3. The full name and home office or administrative office
address of the company in which the life insurance policy is to be
or has been written.

4. The generic name of the basic policy and each rider.

5. The following amounts, where applicable, for the first 20
policy years and at least one age from 60 through 65 or maturity
whichever is earlier:

a. The annual premium for the basic policy.

b. The annual premium for each optional rider.

c. Guaranteed amount payable upon death, at the beginning
of the policy year regardless of the cause of death other than sui-
cide, or other specifically enumerated exclusions, which is pro-
vided by the basic policy and each optional rider, with benefits
provided under the basic policy and each rider shown separately.

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

e. Guaranteed endowment amounts payable under the policy
which are not included under guaranteed cash surrender values in
subd. 5. d.

6. The effective policy loan annual percentage interest rate, if
the policy contains this provision, specifying whether this rate is
applied in advance or in arrears. If the policy loan interest is vari-
able, the policy summary shall include the maximum annual per-
centage rate.

7. The date on which the policy summary is prepared.

(g) “Surrender cost index” means a cost comparison index
calculated by applying the following steps:

1. Determine the guaranteed cash surrender value, if any,
available at the end of the tenth and twentieth policy years.

2. Divide the result of subd. 1. by an interest factor that con-
verts it into an equivalent level annual amount that, if paid at the
beginning of each year, would accrue to the value in subd. 1. over
the respective periods stipulated in subd. 1. If the period is 10
years, the factor is 13.207 and if the period is 20 years, the factor
is 34.719.

3. Determine the equivalent level premium by accumulating
each annual premium payable for the basic policy or rider (if the
annual premium includes supplemental benefits without a sepa-
rate identifiable charge, a reasonable adjustment may be made) at
5% interest compounded annually to the end of the period stipu-
lated in subd. 1. and dividing the result by the respective factors
stated in subd. 2. This amount is the annual premium payable for
a level premium plan.
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4. Subtract the result of subd. 2. from subd. 3.

5. Divide the result of subd. 4. by the number of thousands of
the equivalent level death benefit to arrive at the surrender cost
index.

(4) DISCLOSURE REQUIREMENTS. (a) The insurer shall pro-
vide a policy summary upon delivery of the policy, if the policy
form was identified by the insurer under s. Ins 2.17 (4) as one to
be marketed without an illustration.

(b) The policy summary shall consist of a separate document.
All information required to be disclosed shall be set out in a man-
ner that does not minimize any information or make any informa-
tion obscure. Any amounts which remain 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. 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 insured 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.

(c) The insurer shall provide to all prospective purchasers of
any policy subject to this section a copy of the latest published
version of the life insurance buyer’s guide, at the time the appli-
cation is taken, except that insurers which do not market policies
through an intermediary may provide the life insurance buyer’s
guide at the time the policy is delivered provided they guarantee
to the policyholder a 30 calendar day right to return the policy for
a full refund of premium.

Note: Copies of the life insurance buyer’s guide can be obtained from the Na-
tional Association of Insurance Commissioners, 120 West 12th Street, Suite 1100,
Kansas City, MO 64105-1925.

(d) Cost comparison indexes, if illustrated, shall be represen-
tative of guaranteed values only.

(e) The surrender cost index and the net payment cost index
are the only cost comparison indexes which may be illustrated.

(f) Cost comparison indexes, if illustrated, must be shown for
year 10 and year 20. Additionally, separate indexes must be dis-
played for the basic policy and for each optional term life insur-
ance rider. Such indexes need not be included for optional riders
which are 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 ben-
efits nor for the basic policies or optional riders covering more
than one life.

(g) If cost comparison indexes are illustrated, the insurer shall
provide a statement regarding the use of the cost comparison in-
dexes, including an explanation to the effect that indexes are use-
ful only for the comparison of the relative costs of 2 or more sim-
ilar policies.

(5) GENERAL REQUIREMENTS. (a) Each insurer shall main-
tain at its home office or principal office, a complete file contain-
ing one copy of each document authorized by the insurer for use
pursuant to this section. The file shall contain one copy of each
authorized form for a period of 3 years following the date of its
last authorized use. The requirements of this paragraph are in ad-
dition to the requirements set forth in ss. Ins 2.16 (30) and 2.17
(8) (d).

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

(c) Terms such as financial planner, investment advisor, fi-
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nancial consultant, or financial counseling shall not be used in
such a way as to imply that the insurance intermediary is gener-
ally engaged in an advisory business in which compensation is
unrelated to sales unless such is actually the case.

(d) Any reference to policy dividends shall include a state-
ment that dividends are not guaranteed. If dividends are illus-
trated, such illustration must comply with the requirements of s.
Ins 2.17.

(e) Any sales presentation subject to this section shall comply
with the requirements of s. Ins 2.16 (7) (b) and (c).

(f) Recommendations made by a person subject to this section
concerning the purchase or replacement of any life insurance pol-
icy are subject to the requirements of s. Ins 2.16 (6);

(g) A system or presentation which does not recognize the
time value of money through the use of appropriate interest ad-
justments shall not be used for comparing the cost of 2 or more
life insurance policies.

(h) Except for an illustration as defined in s. Ins 2.17 (3) (i) no
presentation of benefits may display guaranteed and nonguaran-
teed benefits as a single sum unless the guaranteed benefits are
shown separately in close proximity and with equal prominence.
The requirements of this paragraph are in addition to the require-
ments set forth in s. Ins 2.16 (21).

(i) For the purposes of this section, the annual premium for a
basic policy or rider, for which the company reserves the right to
change the premium, shall be the maximum annual premium.

(6) UNUSUAL CIRCUMSTANCES. Insurers with unique diffi-
culties in implementing provisions of this section may petition
the commissioner for allowance to meet the requirements of the
section through alternative approaches.

History: Cr. Register, March, 1972, No. 195, eff. 4-1-72; emerg. am. (1) and (2),
eff. 6-22-76; am. (1) and (2), Register, 1976, No. 249, eff. 10-1-76; r. and recr. Reg-
ister, November, 1978, No. 275, eff. 1-1-79; am. (3) (a) and (6), r. and recr. appen-
dices, Register, January, 1980, No. 289, eff. 2-1-80; r. (3) (a) and (f), (4) (a) and (c),
Appendices 1, 2 & 3, renum. (3) (b) to (e) and (g) to be (3) (a) to (e), (4) (b), (d) and
(e) to be (4) (a) to (c), Register, May, 1984, No. 341, eff. 6-1-84; r. (10) under s.
13.93 (2m) (b) 16., Stats., Register, December, 1984, No. 348; am. (1) and (3) (e) 1.
i., cr. (4) (am) and appendix 1, Register, October, 1986, No. 370, eff. 11-1-86; am.
(1), (2) (a) and (b) (intro.) and 4., (3) (intro.), (e) 1., (4) (b) and (c), (5) (a), (h) and
(k), . (3) (d) 4., (6), (8) and (9), r. and recr. (5) (e) and (f), renum. (7) to be (6) and
am. Register, July, 1989, No. 403, eff. 8-1-89; correction in (3) (e) made under s.
13.93 2m) (b) 1., Stats., Register, April, 1992, No. 436; correction in (3) (f) and (5)
(b) made under s. 13.93 (2m) (b) 5. and 7., Stats., Register, June, 1997, No. 498; r.
and recr. Register, March, 1998, No. 507, eff. 4-1-98; CR 14-075: cons. (4) (g) (in-
tro.), 2., renum. to (4) (g) and am., r. (4) (g) 1. Register August 2015 No. 716, eff. 9-
1-15.

Ins 2.15 Annuity benefit solicitations. (1) FINDINGS.
Information on file in 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, illustrations 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 pur-
chasers 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 un-
fair trade practice under s. 628.34 (12), Stats., and would result in
misrepresentation as defined and prohibited in s. 628.34 (1),
Stats.

(2) (a) The purpose of this section is to require insurers to de-
liver to prospects for deferred annuity contracts or deposit funds,
riders or provisions accepted in conjunction with insurance poli-
cies or annuity contracts, information which helps the prospect
select an annuity benefit appropriate to the prospect’s needs, im-
proves the prospect’s understanding of the basic features of the
plan under consideration and improves the prospect’s ability to

Register November 2024 No. 827


http://docs.legis.wisconsin.gov/code/admin_code
https://docs.legis.wisconsin.gov/document/register/827/B/toc

File inserted into Admin. Code 12-1-2024. May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code

Ins 2.15

evaluate the relative benefits of similar plans. This section does
not prohibit the use of additional material which is not in viola-
tion of any other Wisconsin rule or statute. This section is in ad-
dition to and not a substitute for the requirements set forth in s.
Ins 2.16.

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

(3) ScopE. (a) Except as specified in par. (b), this section
shall apply to any solicitation, negotiation or procurement of an-
nuity or deposit fund arrangements occurring 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. Non-registered variable annuities issued exclusively to an
accredited investor or qualified purchaser as those terms are de-
fined by the Securities Act of 1933 (15 U.S.C. Section 77a et
seq.), the Investment Company Act of 1940 (15 U.S.C. Section
80a-1 et seq.), or the regulations promulgated under either of
those acts, and offered for sale and sold in a transaction that is ex-
empt from registration under the Securities Act of 1933 (15
U.S.C. Section 77a et seq.);

2. Transactions involving variable annuities and other regis-
tered products in compliance with Securities and Exchange Com-
mission (SEC) rules and Financial Industry Regulatory Authority
(FINRA) rules relating to disclosures and illustrations;

a. Notwithstanding subdivision 2. above, the delivery of the
applicable Buyer’s Guide is required in sales of variable annuities
and, when appropriate, in sales of other registered products.

b. Nothing in this subdivision will limit the Commissioner’s
ability to enforce the provisions of this regulation or to require
additional disclosures.

3. Group annuity and pure endowment contracts purchased
under a retirement plan or plans of deferred compensation estab-
lished or maintained by an employer (including a partnership or
sole proprietorship) or by an employee organization, or both;

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

5. Policies or contracts issued in connection with employee
benefit plans as defined by 29 USC 1002 (3) of the federal em-
ployee retirement income security act of 1974 (ERISA), except
policies or contracts issued in connection with plans providing
for the purchase of annuity contracts solely by reason of salary re-
duction agreements under 26 USC 403 (b) of the internal revenue
code;

6. Individual retirement accounts and individual retirement
annuities as described in 26 USC 408 of the internal revenue
code;

7. A single advance payment of specified premiums equal to
the discounted value of such premiums;

8. A policyholder’s deposit account established solely to fa-
cilitate payment of regular premiums;

9. Settlement options under life insurance or annuity
contracts.

(4) DEFINITIONS. (a) “Contract Summary”means a written
statement to be provided to the buyer at the time of contract deliv-
ery describing the elements of the annuity contract or deposit
fund in the manner set out in sub. (6).

(b) “Preliminary Contract Summary” means a written state-
ment 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).

(¢) “Buyer’s Guide” means one of the following buyer’s
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guides adopted by the National Association of Insurance Com-
missioners (NAIC):

1. With respect to sales of fixed or fixed indexed annuities,
either:

a. The Buyer’s Guide for Deferred Annuities (2013); or

b. The Buyer’s Guide for Deferred Annuities Fixed (2013).

2. With respect to sales of variable annuities, either:

a. The Buyer’s Guide for Deferred Annuities (2013); or

b. The Buyer’s Guide for Deferred Annuities Variable
(2013).

(d) “Yields” means those effective annual interest rates at
which the accumulation of 100% of all gross considerations
would be equal to the guaranteed and illustrated cash surrender
values at the points specified. For contracts without surrender
values the yields shall be figured on the basis of the contract val-
ues used to determine annuity payments at the points specified.

(5) PRELIMINARY CONTRACT SUMMARY. The Preliminary
Contract Summary shall include:

(a) A prominently placed title, PRELIMINARY CON-
TRACT SUMMARY, followed by an identification of the ar-
rangement to which the statement applies;

(b) The name and address of the insurance intermediary or, if
no intermediary is involved, a statement of the procedure to be
followed in order to receive responses to inquiries;

(c) The full name and home office or administrative office ad-
dress of the insurer;

(d) A statement as to whether the arrangement provides any
guaranteed death benefits during the deferral period;

(e) A prominent statement that the contract does not provide
cash surrender values, if such is the case;

(f) For arrangements under which guaranteed cash surrender
values at any duration are less than the total scheduled considera-
tions paid, a prominent statement that such contract or fund may
result in loss if kept for only a few years;

(g2) Any minimum or maximum premium limitations;

(h) A prominent description of all fees, charges, and loading
amounts that are or may be deducted from initial or subsequent
considerations paid or that are or may be deducted from the con-
tract or fund values prior to or at contract maturity, including but
not limited to, any surrender penalties, discontinuance fees, par-
tial surrender or withdrawal penalties or fees, transaction fees,
and account maintenance fees;

(1) In the event any sales promotion literature or oral represen-
tation illustrates values or annuity payments which are based on
dividends, excess interest credits, or current annuity rates, then
the Preliminary Contract Summary shall contain a statement that
such dividends, excess interest credits, and current annuity pur-
chase rates are not guaranteed and that any corresponding values
and annuity amounts are illustrations only and are not
guaranteed;

(j) A statement that the insurer shall provide the prospective
customer a Contract Summary upon request.

(6) CONTRACT SUMMARY. The Contract Summary shall
include:

(a) A prominently placed title, CONTRACT SUMMARY,
followed by an identification of the arrangement to which the
statement applies;

(b) The name and address of the insurance intermediary or, if
no intermediary is involved, a statement of the procedure to be
followed in order to receive responses to inquiries;

(c) The full name and home office or administrative office ad-
dress of the insurer;
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(d) Any guaranteed death benefits during the deferral period,
and the form of annuity payment selected for pars. (f), (g) and (i);

(e) A prominent statement that the contract does not provide
cash surrender values if such is the case;

(f) The amount of the guaranteed annuity payments at the
scheduled commencement thereof, based on the assumption that
all scheduled considerations are paid and there are no prior with-
drawals from or partial surrenders of the arrangement and no in-
debtedness to the insurer on the contract;

(g) Nlustrative annuity payments on a current basis, if shown,
must be on the same basis as for par. (f) except for guarantees,
and may not be greater in amount than those based on:

1. The current dividend scale and the interest rate currently
used to accumulate dividends under such arrangements, or the
current excess interest rate credited by the insurer, and

2. Current annuity purchase rates;

(h) For arrangements under which guaranteed cash surrender
values at any duration are less than the total considerations paid,
a prominent statement that such contract or fund may result in
loss if kept for only a few years and showing the number of years
such a relationship exists, together with a reference to the sched-
ule of guaranteed cash surrender values required by par. (i) 3.;

(1) The following amounts, where applicable, for the first 5
years and representative years thereafter sufficient to illustrate
clearly the patterns of considerations and benefits, including but
not limited to the tenth and twentieth contract years and at least
one age from 60 through 65 or the scheduled commencement of
annuity payments:

1. The gross consideration for the arrangement;

2. Any minimum or maximum premium limitation;

3. The total guaranteed cash surrender value at the end of the
year or, if no guaranteed cash surrender values are provided, the
total guaranteed paid-up annuity at the end of the year;

4. 1If other than guaranteed cash values are shown, the total
illustrative cash value or paid-up annuity at the end of the year
may not be greater in amount than that based on:

a. The current dividend scale and the interest rate currently
used to accumulate dividends under such arrangements or the
current excess interest rate credited by the insurer, and

b. Current annuity purchase rates.

(im) If the annuity payments have not yet commenced, the
yield on gross considerations at the end of 10 years and at the
scheduled commencement of annuity payments. For contracts
without surrender values, only the yield at the scheduled com-
mencement of annuity payments need be shown. The yield shall
be figured on the basis of the contract value used to determine the
annuity payments. These yield figures shall be shown on a guar-
anteed basis and, if current annuity payments or cash surrender
values are shown, on an illustrative basis also.

(in) A statement of the interest rates used in calculating the
guaranteed and illustrative contract or fund values.

(j) For a Contract Summary which includes values based on
the current dividend scale or the current dividend accumulation
or excess interest rate, a statement that such values are illustra-
tions and are not guaranteed;

(k) The date on which the Contract Summary is prepared.

(7) PREPARATION OF PRELIMINARY CONTRACT SUMMARY
AND CONTRACT SUMMARY. The following must be considered in
preparing the Preliminary Contract Summary and the Contract
Summary:

(a) The Preliminary Contract Summary and the Contract
Summary must be separate documents;

(b) All information required to be disclosed must be set out in
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such a manner as not to minimize or render any portion thereof
obscure;

(c) Any amounts which remain level for 2 years or more con-
tract years may be represented by a single number if it is clearly
indicated what amounts are applicable for each contract year;

(d) Amounts in sub. (6) (d), (), (g) and (i) shall, in the case of
flexible premium annuity arrangements, be determined either ac-
cording to an anticipated pattern of consideration payments or on
the assumption that considerations payable will be a specified
level amount, such as $100 or $1,000 per year;

(e) If not specified in the contract, annuity payments shall be
assumed to commence at age 65 or 10 years from issue, which-
ever is later;

(f) A dividend scale or excess interest rate which has been
publicly declared by the insurer with an effective date not more
than two months subsequent to the date of declaration shall be
considered a current dividend scale or a current excess interest
rate.

(8) DISCLOSURE REQUIREMENTS. (a) The insurer and its in-
termediaries shall provide, to all prospective purchasers of any
contract or arrangement subject to this section, a buyer’s guide
and a properly completed Preliminary Contract Summary or
Contract Summary prior to accepting the applicant’s initial con-
sideration for the annuity contract, or, in the case of a rider or
provision, prior to acceptance of the applicant’s initial considera-
tion for the associated insurance policy or annuity contract. In-
surers which do not market contracts through an intermediary
may provide the Contract Summary, and a buyer’s guide at the
point of contract delivery provided they:

1. Guarantee to the contractholder the right to return the con-
tract for a full refund of premium any time during a 30 day period
commencing on the date such contractholder receives the Con-
tract Summary and a buyer’s guide;

2. Alert the prospective contractholder, in advertisements or
direct mail solicitations, of his or her right to obtain a buyer’s
guide and a Preliminary Contract Summary prior to the sale.

(b) The insurer and its intermediaries shall provide a Contract
Summary upon delivery of the contract, if it has not been deliv-
ered beforehand;

(c) The insurer and its intermediaries shall provide a buyer’s
guide and a Contract Summary to individual prospective pur-
chasers upon reasonable request;

(d) Any statement provided subsequent to sale to a contrac-
tholder which purports to show the then current value of an ar-
rangement subject to this section shall show the then current
guaranteed cash surrender value or, if no guaranteed cash surren-
der value is provided the then current guaranteed paid-up
annuity.

(9) GENERAL REQUIREMENTS. (a) Each insurer shall main-
tain at its home office or principal office a complete file contain-
ing one copy of each document authorized by the insurer for use
pursuant to this section. The file shall contain one copy of each
authorized form for a period of at least 3 years following the date
of its last authorized use. The requirements of this paragraph are
in addition to the requirements set forth in s. Ins 2.16 (30);

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

(c) Terms such as financial planner, investment advisor, fi-
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nancial consultant, or financial counseling shall not be used in
such a way as to imply that the insurance intermediary is gener-
ally engaged in an advisory business in which compensation is
unrelated to sales, unless such is actually the case;

(d) Any reference to dividends or to excess interest credits
must include a statement that such dividends or credits are not
guaranteed;

(f) Recommendations made by any person subject to this sec-
tion concerning the purchase or replacement of any arrangement
subject to this section are subject to the requirements of s. Ins
2.16 (6);

(g) No presentation of benefits may display guaranteed and
non-guaranteed benefits as a single sum unless guaranteed bene-
fits are shown separately in close proximity thereto and with
equal prominence. The requirements of this paragraph are in ad-
dition to the requirements set forth in s. Ins 2.16 (21);

(h) Sales promotion literature and contract forms shall not
state or imply that annuity arrangements are the same as savings
accounts or deposits in banking or savings institutions. The use
of policies or certificates which resemble savings bank passbooks
is prohibited. If savings accounts or deposits in banking and sav-
ings institutions are utilized in connection with such annuity ar-
rangements, this shall not prohibit the use of an accurate descrip-
tion of the annuity arrangement.

History: Cr. Register, October, 1980, No. 298, eff. 1-1-81; am. (1) and (2) (b)
and appendix I, Register, June, 1982, No. 318, eff. 7-1-82; r. (11) under s. 13.93
(2m) (b) 16., Stats., Register, December, 1984, No. 348; r. and recr. (4) and appendix
1, am. (5) (intro.), (a), (i) and (j), (6) (intro.), (a), (j) and (k), (7) (intro.), (a), (8) (a),
(b) and (c), cr. (6) (im) and (in), r. (9) (e) and (12), Register, July, 1987, No. 379, eff.
8-1-87; reprinted to correct error in appendix I, Register, October, 1987, No. 382;
am. (2) (a), (3) (b) 5. and 6., (9) (a) and (g), r. and recr. (9) (f), . (10), Register, July,
1989, No. 403, eff. 8-1-89; CR 14-075: am. (3) (b) 1., 2., (4) (c), (8) Register August
2015 No. 716, eff. 9-1-15; correction in (3) (b) 2. b., (8) (a) 1., 2. under s. 35.17,
Stats. Register August 2015 No. 716.

Ins 2.16 Advertisements of and deceptive prac-
tices in life insurance and annuities. (1) PURPOSE. This
section safeguards the interests of prospective purchasers of life
insurance and annuities by providing the prospective purchasers
with clear and unambiguous statements, explanations, advertise-
ments and written proposals concerning the life insurance poli-
cies and annuity contracts offered to them. The commissioner
may best achieve this purpose by establishing certain minimum
standards of and guidelines for conduct in the advertising and sale
of life insurance and annuities. These minimum standards and
guidelines prevent unfair competition among insurers and are
conducive to the accurate presentation and description to the in-
surance buying public of policies or contracts of life insurance
and annuities. This section interprets and implements, including
but not limited to, the following Wisconsin statutes: ss. 601.01
(2) and (3) and 628.34, Stats. The requirements of this section
are in addition to and not a substitute for the requirements set
forth in ss. Ins 2.14, 2.15, and 2.17.

(2) ScopE. (a) Unless otherwise provided under a particular
provision of this section, the section applies to any person who
makes, directly or indirectly on behalf of an insurer, fraternal
benefit society, or intermediary, an advertisement, representa-
tion, or solicitation in this state of any insurance specified in s.
Ins 6.75 (1) (a).

(b) This section does not apply to:

1. Credit life insurance.

2. Group life insurance purchased, established, or main-
tained by an employer including a corporation, partnership, or
sole proprietorship, or by an employee organization, or both, ex-
cept for group life insurance purchased, established or main-
tained by these persons in connection with a multiple employer
welfare arrangement as defined under 29 USC 1002 (40).
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3. Life insurance policies issued in connection with pension
and welfare plans as defined by and which are subject to the fed-
eral employee retirement income security act of 1974 (ERISA),
29 USC 1001 to 1461.

4. Variable life insurance policies under which the death
benefits and cash values vary in accordance with unit values of
investments held in a separate account.

5. Variable annuities.

6. Group annuity and pure endowment contracts purchased
under a retirement plan or plans of deferred compensation estab-
lished or maintained by an employer, including a partnership or
sole proprietorship, or by an employee organization, or both.

7. Immediate annuity contracts, which are arrangements un-
der which payments begin within 13 months of the issue date.

8. Annuity contracts issued in connection with employee
benefit plans as defined by 29 USC 1002 (3) of the federal em-
ployee retirement income security act of 1974 (ERISA), except
annuity contracts issued in connection with plans providing for
the purchase of annuity contracts solely by reason of salary re-
duction agreements under 26 USC 403 (b) of the internal revenue
code.

9. A policyholder’s deposit account established solely to fa-
cilitate payment of regular premiums.

10. Settlement options under life insurance or annuity
contracts.

(3) DEFINITIONS. In this section:

(a) 1. “Advertisement” means:

a. Printed and published material, audio visual material and
descriptive literature of an insurer or intermediary used in direct
mail, newspapers, magazines, other periodicals, radio and TV
scripts, billboards and similar displays, excluding advertisements
prepared for the sole purpose of obtaining employees, intermedi-
aries or agencies;

b. Descriptive literature and sales aids of all kinds authored,
issued, distributed or used by an insurer, intermediary or third
party for presentation to members of the public, including but not
limited to circulars, leaflets, booklets, depictions, illustrations
and form letters. Descriptive literature and sales aids do not in-
clude material in house organs of insurers, communications
within an insurer’s own organization not intended for dissemina-
tion to the public, individual communications of a personal na-
ture, and correspondence between a prospective group or blanket
policyholder and an insurer in the course of negotiating a group
or blanket policy, and general announcements from group or
blanket policyholders to eligible individuals that a contract has
been written;

c. Prepared sales talks, presentations and material for use by
intermediaries and representations made by intermediaries in ac-
cordance therewith, excluding materials to be used solely by an
insurer for the training and education of its employees or interme-
diaries; and

d. Packaging, including but not limited to envelopes, used in
connection with subd. 1. a., b., and c.

2. Advertisement does not include a policy summary as de-
fined in s. Ins 2.14 (3) (d), the “buyer’s guide to life insurance” as
set forth in s. Ins 2.14, an illustration as defined in s. Ins 2.17 (3)
(i), a contract summary as defined in s. Ins 2.15 (4) (a), a prelim-
inary contract summary as defined in s. Ins 2.15 (4) (b), and a
buyer’s guide as defined in s. Ins 2.15 (4) (c).

(b) “Analysis” means the separation of a life insurance policy
or annuity contract into constituent parts for comparison, special
emphasis, or other purposes.

(c) “Appraisal” means an evaluation or estimate of the quality
or other features of a life insurance policy or annuity contract.
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Appraisal does not include a statement which is also an endorse-
ment or testimonial.

(d) “Endorsement” means any statement promoting the in-
surer, its policy, or both, made by an individual, group of individ-
uals, society, association or other organization which makes no
reference to the endorser’s experience under the policy.

(e) “Guaranteed interest rate” means the lowest rate of inter-
est which an insurer may pay under the terms of a policy during
the duration of the policy.

(f) “Illustrated rate” means a rate shown in an advertisement,
representation, or solicitation which an insurer may guarantee for
a limited period of time, but not guarantee for the duration of the
policy.

(g) “Individual policy issued on a group basis” means an indi-
vidual policy issued for which:

1. Coverage is provided to employees or members or classes
of employees or members defined in terms of conditions pertain-
ing to employment or membership in an association or other
group which is eligible for franchise or group insurance as de-
fined in s. 600.03 (22) and (23), Stats.;

2. The coverage is not available to the general public and can
be obtained and maintained only because of the covered person’s
membership in or connection with the group;

3. The employer, association or other group, or a designated
person acting on behalf of one of these persons, pays premiums
or subscription charges to the insurer; and

4. The employer, association or other group sponsors the in-
surance plan.

(h) “Institutional advertisement” means an advertisement
which is prepared solely to promote the reader’s or listener’s in-
terest in the concept of life insurance or annuities, or of promot-
ing the insurer sponsoring the advertisement, or both.

(i) “Intermediary” has the meaning provided in s. 628.02 (1),
Stats.

(j) “Policy” means any document, including a policy, plan,
contract, agreement, rider or endorsement, used to set forth in
writing life insurance or annuity benefits.

(k) “Representation” means any communication, other than
an advertisement or solicitation, relating to an insurance policy,
the insurance business, any insurer, or any intermediary.

(L) “Solicitation” means an attempt to persuade a person to
make an application for an insurance policy.

(m) “Testimonial” means any statement made by a policy-
holder, certificate holder or other person covered by the insurer
which promotes the insurer and its policy or contract by describ-
ing the person’s benefits, favorable treatment or other experience
under the policy or contract.

(4) APPLICATION OF THIS SECTION. (a) The commissioner
shall construe this section in a manner which does not unduly re-
strict, inhibit or retard the promotion, sale and expansion of life
insurance policies or annuity contracts. The commissioner shall
consider differences in the purposes served by various advertise-
ments and in the insurance product being advertised when inter-
preting this section. When applying this section to a specific ad-
vertisement, the commissioner shall consider the detail, charac-
ter, purpose, use and entire content of the advertisement.

(b) The extent to which a person subject to this section shall
disclose policy provisions in an advertisement will depend on the
content, detail, character, purpose and use of the advertisement
and the nature of any qualifications involved. The principal crite-
rion is whether the advertisement has the capacity or tendency to
mislead or deceive if such a provision is not disclosed.

(¢) The commissioner shall determine whether an advertise-
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ment has the capacity or tendency to mislead or deceive from the
overall impression that the advertisement may be reasonably ex-
pected to create upon a person of average education or intelli-
gence within the segment of the public to which it is directed.

(5) ADVERTISEMENTS, REPRESENTATIONS, AND SOLICITA-
TIONS IN GENERAL. (a) Advertisements, representations, and so-
licitations shall be truthful and not misleading in fact or in impli-
cation and shall accurately describe the policy, the insurance
business, any insurer, or any intermediary to which they apply.
No advertisement may contain words or phrases the meaning of
which is clear only by implication or by familiarity with insur-
ance terminology.

(b) Oral representations and solicitations shall conform to the
requirements of this section.

(6) SUITABILITY OF POLICIES. No insurer or intermediary
may recommend to a prospective buyer the purchase or replace-
ment of any individual life insurance policy or annuity contract
without reasonable grounds to believe that the recommendation
is not unsuitable to the applicant. The insurer or intermediary
shall make all necessary inquiries under the circumstances to de-
termine that the purchase of the insurance is not unsuitable for
the prospective buyer. This subsection does not apply to an indi-
vidual policy issued on a group basis.

(7) DECEPTIVE WORDS, PHRASES OR ILLUSTRATIONS. (a) No
person subject to this section may use an advertisement that exag-
gerates a benefit or minimizes cost by overstatement, understate-
ment or incompleteness. No advertisement may omit informa-
tion or contain words, phrases, statements, references or illustra-
tions if the omission or use has the capacity, tendency, or effect of
misleading or deceiving purchasers or prospective purchasers as
to the nature or extent of any policy benefit payable, loss covered,
premium payable or state or federal tax consequences. An adver-
tisement referring to any policy benefit payable, loss covered,
premium payable, or state or federal tax consequences shall be
sufficiently complete and clear as to avoid deception or the ca-
pacity or tendency to mislead or deceive.

(b) No advertisement may state or imply that life insurance ar-
rangements are the same as savings accounts or deposits in bank-
ing or savings institutions. No person subject to this section may
use policies which resemble savings bank passbooks. If savings
accounts or deposits in banking and savings institutions are uti-
lized in connection with life insurance arrangements, this para-
graph does not prohibit the use of an accurate description of the
life insurance arrangement.

h)Note: Annuity contracts are subject to the same limitations under s. Ins 2.15 (9)
(h).

(c) No advertisement may contain the terms “investment,”
“investment plan,” “founder’s plan,” “charter plan,” “deposit,”
“expansion plan,” “profit,” “profits,” “profit sharing,” “interest
plan,” “savings,” “savings plan,” or other similar terms in con-
nection with a policy in a context or under circumstances or con-
ditions as to have the capacity or tendency to mislead a purchaser
or prospective purchaser of the policy to believe that he or she
will receive, or that it is possible that he or she will receive, some-
thing other than a policy or some benefit not available to other
persons of the same class and equal expectation of life.

(d) An advertisement may refer to immediate coverage or
guaranteed issuance of a policy only if suitable administrative
procedures exist so that the policy is issued within a reasonable
time after the application is received.

(e) No advertisement may refer to a policy or coverage as“spe-
cial” unless a person subject to this section can show that a rea-
sonable basis exists for the use of this term.

(8) IDENTITY OF INSURER. (a) Each advertisement shall
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clearly identify the insurer. If an application is a part of the ad-
vertisement, the application shall show the name of the insurer.

(b) No advertisement may contain a trade name, an insurance
group designation, the name of the parent company of the insurer,
the name of a government agency or program, the name of a de-
partment or division of an insurer, the name of an agency, the
name of any other organization, a service mark, a slogan, a sym-
bol or any other device which has the capacity or tendency to
mislead or deceive as to the identity of the insurer or create the
impression that an entity other than the insurer has any responsi-
bility for the financial obligation under any policy.

(c) No advertisement may contain any combination of words,
symbols or materials which, by its content, phraseology, shape,
color, nature or other characteristics, is so similar to combina-
tions of words, symbols or materials used by federal, state or lo-
cal government agencies that it tends to confuse or mislead
prospective buyers into believing that the solicitation is in some
manner connected with such a government agency.

(d) No advertisement may refer to an affiliate of the insurer
without disclosing that the 2 organizations are separate legal
entities.

(e) No advertisement may indicate an address for an insurer in
any manner that may mislead or deceive as to the insurer’s iden-
tity or licensing status. An advertisement which indicates an ad-
dress for an insurer other than that of its home office shall clearly
identify the address other than that of its home office and clearly
disclose the actual city and state of domicile of the insurer.

(9) TESTIMONIALS, ENDORSEMENTS, APPRAISALS, ANALYSIS
OR COMMENDATIONS BY THIRD PARTIES. (a) No advertisement
may contain a testimonial, endorsement or other commendatory
statement concerning the insurer, its policies or activities by any
person who receives any pay or remuneration, directly or indi-
rectly, from the insurer in connection with the testimonial, en-
dorsement or statement unless the advertisement, testimonial or
endorsement includes a full and prominent disclosure therein of
the relationship, direct or indirect, including but not limited to the
existence of any financial interest, remuneration, or both, be-
tween the insurer and the person making the testimonial, en-
dorsement or statement. The provisions of this paragraph do not
apply to any person holding a Wisconsin intermediary’s license
nor to any radio or television announcer or other person em-
ployed or compensated on a salaried or union wage scale basis.

(b) A testimonial, endorsement, appraisal, or analysis used in
an advertisement shall be genuine, represent the current opinion
of the author, apply to the policy advertised and be accurately
reproduced.

(c) No person subject to this section may use a testimonial,
endorsement, appraisal or analysis:

1. Which is fictional;

2. If the insurer has information indicating a substantial
change of view on the part of the author;

3. If a reasonable person would conclude that the views ex-
pressed do not correctly reflect the current opinion of the author;

4. For more than 2 years after the date on which it was origi-
nally given or 2 years after the date of a prior confirmation with-
out obtaining a confirmation that the statement represents the au-
thor’s current opinion;

5. Which does not accurately reflect the present practices of
the insurer;

6. To advertise a policy other than the policy for which the
author gave the statement, unless the statement clearly has some
reasonable application to the second policy;

7. Which effects a change or omission which alters or dis-
torts its meaning or intent as originally written; or
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8. Which does not disclose the true nature of the insurance
coverage under which the benefits were paid if it contains a de-
scription of benefit payments.

(d) No advertisement may state or imply, unless true, that an
individual, group of individuals, society, association or other or-
ganization approves or endorses an insurer or a policy. An adver-
tisement shall disclose any affiliated relationship between the so-
ciety, association or other organization and the insurer. If the in-
surer or the person or persons who own or control the insurer has
formed or owns or controls the society, association or other orga-
nization, the advertisement shall clearly disclose this fact.

(e) If a testimonial refers to benefits received under a policy,
the insurer shall retain a summary of the pertinent claim informa-
tion including claim number and date of loss with the advertise-
ment in the advertising file required by sub. (30).

(f) No advertisement may state or imply that a government
publication commends or recommends the insurer or its policy.

(10) JURISDICTIONAL LICENSING; APPROVAL BY GOVERN-
MENTAL AGENCY. (a) No advertisement which may be seen or
heard beyond the limits of the jurisdiction in which the insurer is
licensed may state or imply licensing beyond those limits.

(b) In any advertisement any reference to licensing shall con-
tain an appropriate disclaimer that the viewer, listener, or reader
should not construe the reference as an endorsement or implied
endorsement of the insurer or its products by any agency of this
state or the commissioner of insurance.

(c) No advertisement may state or imply that the insurer, its fi-
nancial condition or status, the payment of its claims, its policy
forms or the merits or desirability of its policy forms or kinds or
plans of insurance are approved, endorsed or accredited by any
agency of this state or the federal government.

(d) No advertisement may contain a reproduction of a portion
of a state insurance department report of examination.

(11) INTRODUCTORY, INITIAL OR SPECIAL OFFERS AND LIM-
ITED ENROLLMENT PERIODS. (a) No advertisement may state or
imply, unless true, that a policy or combination of policies is an
introductory, initial or special offer and that the applicant will re-
ceive advantages not available at a later date by accepting the of-
fer, that only a limited number of policies will be sold, that a time
is fixed for the discontinuance of the sale of the policy advertised
because of special advantages available in the policy, or that an
individual will receive special advantages by enrolling within an
open enrollment period or by a deadline date.

(b) No advertisement may state or imply that enrollment un-
der a policy is limited to a specific period unless the advertise-
ment discloses the period of time permitted to enroll. This period
of time may not be less than 10 days and not more than 40 days
from the date of the advertisement.

(c) If the insurer making an introductory, initial or special of-
fer has previously offered the same or similar policy on the same
basis or intends to repeat the current offer for the same or similar
policy, the advertisement shall disclose this fact.

(d) No insurer may establish for residents of this state a lim-
ited enrollment period within which a person may purchase an in-
dividual policy less than 6 months after the close of an earlier
limited enrollment period for the same or similar policy. The re-
striction shall apply to all advertisements in newspapers, maga-
zines and other periodicals circulated in this state, all mail adver-
tisements sent to residents of this state and all radio and TV ad-
vertisements broadcast in this state. This restriction does not ap-
ply to the solicitation of enrollments under individual policies is-
sued on a group basis.

(e) Where an insurer is an affiliate of a group of insurers un-
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der common management and control, the word “insurer” for the
purposes of this subsection means the insurance group. The re-
quirements and restrictions applicable to an insurer shall apply to
the insurance group.

(12) MAIL ORDER REFUSAL FORM. No person subject to this
section may use a mail order advertisement which requires the re-
cipient, in order to refuse a policy, to sign a refusal form and re-
turn it to a specified person or insurer.

(13) GROUP, QUASI-GROUP OR SPECIAL CLASS IMPLICATIONS.
No advertisement may state or imply, unless true, that prospective
policyholders or members of a particular class of individuals be-
come group or quasi-group members or are uniquely eligible for
a special policy or coverage and will be subject to special rates or
underwriting privileges or that a particular coverage or policy is
exclusively for preferred risks, a particular segment of people, or
a particular age group or groups.

(14) INSPECTION OF POLICY. (a) An offer in an advertise-
ment of free inspection of a policy or an offer of a premium re-
fund shall not be a cure for misleading or deceptive statements
contained in such advertisement.

(b) An advertisement which refers to the provision in the pol-
icy advertised regarding the right to return the policy shall dis-
close the time limitation applicable to this right.

(15) IDENTIFICATION OF PLAN OR NUMBER OF POLICIES. (a)
When an advertisement refers to a choice regarding benefit
amounts, it shall disclose that the benefit amounts provided will
depend upon the plan selected and that the premium will vary
with the amount of the benefits.

(b) When an advertisement refers to various benefits, all of
which can be obtained only by purchasing 2 or more policies, it
shall disclose that the benefits are provided only through a com-
bination of such policies.

(16) USE OF STATISTICS. (a) An advertisement which sets
out the dollar amounts of claims paid, the number of persons in-
sured or other statistical information shall identify the source of
the statistical information. No person subject to this section may
use an advertisement unless it accurately reflects all of the rele-
vant facts. No advertisement may contain irrelevant statistical
data.

(b) No advertisement may imply that the statistical informa-
tion given is derived from the insurer’s experience under the pol-
icy advertised unless true. The advertisement shall specifically
so state if the information applies to other policies or plans.

(¢) An advertisement which sets out the dollar amounts of
claims paid shall also indicate the period during which such
claims have been paid.

(17) Crams. No advertisement may:

(a) Contain untrue statements with respect to the time within
which claims are paid;

(b) State or imply that claim settlements will be liberal or gen-
erous or use words of similar import;

(c) State or imply that claim settlements will be beyond the
actual terms of the policy; or

(d) Contain a description of a claim which involves unique or
highly unusual circumstances.

(18) STATEMENTS ABOUT AN INSURER. No advertisement
may contain untrue statements or statements that by implication
mislead with respect to the insurer’s assets, corporate structure,
financial standing, age, experience or relative position in the in-
surance business.

(19) DISPARAGING COMPARISONS AND STATEMENTS. No ad-
vertisement may directly or indirectly contain unfair or incom-
plete comparisons of policies or benefits or falsely or unfairly dis-
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parage, discredit or criticize competitors, their policies, services
or business methods or competing marketing methods.

(20) PREMIUMS. (a) An advertisement for a policy with non-
level premiums shall contain a prominent description of the pre-
mium changes.

(b) No person subject to this section may describe in an adver-
tisement a life insurance policy under which the insurer reserves
the right to change the amount of the premium during the policy
term unless this feature is prominently described in the
advertisement.

(c) Except as otherwise allowed under this paragraph, no ad-
vertisement may contain a statement or representation that an in-
sured may withdraw under the terms of the policy any premiums
paid for a life insurance policy. The advertisement may refer to
amounts paid into an advance premium fund, which are intended
to pay premiums at a future time, to the effect that they may be
withdrawn under the conditions of the prepayment agreement.
The advertisement may also refer to withdrawal rights under any
unconditional premium refund offer.

(d) No advertisement may state or imply that a pure endow-
ment benefit is a “profit” or “return” on the premium paid rather
than a policy benefit for which a specified premium is paid.

(21) NONGUARANTEED POLICY ELEMENTS. (a) No advertise-
ment may contain a description of or otherwise refer to nonguar-
anteed policy elements in a manner which is misleading or has
the capacity or tendency to mislead.

(b) No advertisement may state or imply that the payment or
amount of nonguaranteed policy elements is guaranteed. If an in-
surance policy’s or annuity contract’s nonguaranteed policy ele-
ments are illustrated, they may not be more favorable to the poli-
cyholder than those based on the current interest rates, dividend
scales, mortality tables, and other variable components currently
used by the insurer for that insurance policy or annuity contract.
The illustration shall contain a statement to the effect that the
viewer, listener, or reader should not construe the nonguaranteed
policy elements as guarantees or estimates of amounts to be paid
in the future.

(c) No advertisement may state or imply that illustrated
nonguaranteed policy elements will be or can be sufficient at any
future time to assure, without the further payment of premiums,
the receipt of benefits, such as a paid-up policy, unless the adver-
tisement clearly and precisely explains what benefits or coverage
would be provided at the future time and under what conditions
this would occur.

(d) 1. No advertisement may refer to dividends as “tax
free”or contain words of similar import, unless the tax treatment
of dividends is accurately explained and the nature of the divi-
dend as a return of premium is indicated clearly.

2. The requirements of this subsection are in addition to the
requirements set forth in ss. Ins 2.14 (5) (h) and 2.15 (9) (g).

(22) POLICIES SOLD TO STUDENTS. (a) A person subject to
this section may address an advertisement for policies sold to stu-
dents to the parents of students. No address on the advertisement
may include any combination of words which imply that the cor-
respondence is from a school, college, university or other educa-
tion or training institution nor may it imply that the institution has
endorsed the material or supplied the insurer with information
about the student unless true.

(b) All advertisements, including but not limited to informa-
tion flyers used in the solicitation of insurance, shall contain clear
identification that the advertisement comes from an insurer or in-
termediary, if this is the case, and these entities shall be clearly
identified as insurers or intermediaries.

(c) No return address on the advertisement may state or imply

«
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that the soliciting insurer or insurance intermediary is affiliated
with a university, college, school, or other educational or training
institution, unless true.

(23) INDIVIDUAL DEFERRED ANNUITY PRODUCTS OR DEPOSIT
FUNDS. For individual deferred annuity products or deposit
funds, the following shall apply:

(a) Any illustrations or statements containing or based upon
interest rates higher than the guaranteed accumulation interest
rates for the annuity product or deposit fund shall likewise set
forth with equal prominence comparable illustrations or state-
ments containing or based upon the guaranteed accumulation in-
terest rates. No higher interest rate may be greater than those cur-
rently being credited by the insurer unless the higher rate has
been publicly declared by the insurer with an effective date for
new issues not more than 2 months subsequent to the date of
declaration.

(b) If an advertisement states the net premium accumulation
interest rate, whether guaranteed or not, it shall also disclose in
close proximity thereto and with equal prominence, the actual re-
lationship between the gross and net premiums.

(c) If any policy does not provide a cash surrender benefit
prior to commencement of payment of any annuity benefits, any
illustrations or statements concerning the policy shall promi-
nently state that cash surrender benefits are not provided.

(24) ADVERTISEMENTS SHOWING A SPECIFIC RATE OF RE-
TURN ON PREMIUMS OR CASH VALUES. All life insurance or an-
nuity solicitations, representations, and advertisements used in
Wisconsin which show a specific rate of return on premiums or
cash values shall also show, in close proximity thereto and with
equal prominence, the following:

(a) 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 in-
terest rate is applied.

(b) The guaranteed rate of interest paid on the cash value.

(c) The amounts of the cash value or premium to which the
guaranteed and the illustrated rates are applied; for example, an
advertisement, representation, or solicitation shall disclose if in-
terest on the first $1,000 of cash value is limited to the guaranteed
rate.

(d) An indication that the interest rate credited on cash value
amounts which have been borrowed is different from that for cash
values which have not been borrowed, if that is the case.

(e) An indication of any other significant factors which affect
the manner in which cash values are computed.

(25) GRADED OR MODIFIED BENEFITS AFTER A POLICY IS IS-
SUED. (a) An advertisement, representation, or solicitation for a
policy containing graded or modified benefits shall prominently
disclose this fact. If applicable, an advertisement, representation,
or solicitation shall prominently disclose the fact that the pre-
mium is level and coverage decreases or increases with age or du-
ration. Graded or modified benefits shall include, but are not
limited to, life insurance policies that, within a specified period
after the policy is issued, may pay no death benefits or death ben-
efits that are less than premiums paid should the insurer pay the
death benefits.

(b) The prominent disclosure required in par. (a) shall mean
the following for the specified type of advertisement:

1. For television advertisements, an announcement describ-
ing the graded or modified benefits to be displayed during the ad-
vertisement for at least 10 seconds.

2. For radio advertisements, an announcement describing the
graded or modified benefits.
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3. For pre-printed advertisements intended for general distri-
bution, a written description of the graded or modified benefits
printed on the first page of the advertisement and in at least 12
point bold type.

(26) MISCELLANEOUS DISCLOSURE REQUIREMENTS. (a) In
the event an advertisement uses “Nonmedical,” “No Medical Ex-
amination Required,” or similar terms where issue is not guaran-
teed, the terms shall be accompanied by a further disclosure in
close proximity thereto and with equal prominence to the effect
that issuance of the policy may depend upon the answers to the
health questions set forth in the application.

(b) No advertisement may contain as the name or title of a life
insurance policy any phrase which does not include the word-
s“life insurance” unless accompanied by other language clearly
indicating it is life insurance.

(c) An advertisement shall prominently describe the type of
policy advertised.

(d) No advertisement of an insurance policy marketed by di-
rect response techniques may state or imply, unless the condition
is true, that because there is no intermediary or commission in-
volved there will be a cost saving to prospective purchasers.

(e) No advertisement may state or imply in any way that inter-
est charged on a policy loan or the reduction of death benefits by
the amount of outstanding policy loans is unfair, inequitable, or
in any manner an incorrect or improper practice.

(f) If nonforfeiture values are shown in any advertisement, the
advertisement shall show the values either for the entire amount
of the basic life policy death benefit or for each $1,000 of initial
death benefit.

(g) No advertisement may contain the words “free,” “no
cost,” “without cost,” “no additional cost,” “at no extra cost,” or
words of similar import with respect to any benefit or service be-
ing made available with a policy, unless the insured is not charged
for any benefit or service. If the insured is not charged, then the
advertisement shall prominently disclose the identity of the
payor.

(27) METHOD OF DISCLOSURE OF REQUIRED INFORMATION.
(a) A person subject to this section shall set out all information
required to be disclosed by this section clearly, conspicuously and
in close proximity to the statements to which the information re-
lates or under appropriate captions of sufficient prominence that
it shall be readily noticed and not minimized, rendered obscure or
presented in an ambiguous fashion or intermingled with the con-
text of the advertisements so as to be confusing or misleading.

(b) No person subject to this section may set out information
required by this section under inappropriate captions or headings
or under inappropriate questions where a question and answer
format is used.

(28) FORM NUMBER. A person subject to this section shall
identify by form number an advertisement other than an institu-
tional advertisement defined in sub. (3) (h) which is mass-pro-
duced. The form number shall be sufficient to distinguish it from
any other advertising form or any policy, application or other
form used by the insurer.

(29) INSURER’S RESPONSIBILITY FOR ADVERTISEMENTS. (a)
The insurer whose policy is advertised has responsibility for the
content, form and method of dissemination of all advertisements,
regardless of by whom designed, created, written, printed or
used.

(b) An insurer shall require its intermediaries and all other
persons or agencies acting on its behalf in preparing advertise-
ments to submit proposed advertisements to it for approval prior
to use.
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(30) INSURER’S ADVERTISING FILE. Each insurer shall main-
tain at its home or principal office a complete file containing ev-
ery printed, published or prepared advertisement of its policies
hereafter disseminated in the state. With respect to group, blan-
ket and franchise policies, all proposals prepared on the same
printed form need not be included in the file; only typical exam-
ples of these proposals shall be included. A notation shall be at-
tached to each such advertisement in the file indicating the man-
ner and extent of distribution and the form number of any policy,
amendment, rider, or endorsement form advertised. The file
shall be subject to regular and periodic inspection by the office of
the commissioner of insurance. A person subject to this section
shall maintain all of these advertisements in the file while in use
and for a period of 3 years after an advertisement’s authorized
use. If applicable, a person subject to this section shall also main-
tain files in accordance with ss. Ins 2.14 (5) (a) and 2.15 (9) (a).

History: Cr. Register, October, 1982, No. 322, eff. 11-1-82; r. (5) (b) 1. and 2.
and (6) (b), Register, May, 1984, No. 341, eff. 6-1-84; r. (7) under s. 13.93 (2m) (b)
16., Stats., Register, December, 1984, No. 348; r. and recr. Register, July, 1989, No.
403, eff. 8-1-89; am. (1) and (3) (a) 2., Register, March, 1998, No. 507, eff. 4-1-98;
CR 14-075: am. (3) (a) 2. Register August 2015 No. 716, eff. 9-1-15.

Ins 2.17 Life insurance illustrations. (1) PURPOSE.
This section provides rules for life insurance policy illustrations
that will protect consumers and foster consumer education. This
section provides illustration formats, prescribes standards to be
followed when illustrations are used, and specifies the disclo-
sures that are required in connection with illustrations. The goals
of this rule are to ensure that illustrations do not mislead pur-
chasers of life insurance and to make illustrations more under-
standable. Insurers will, as far as possible, eliminate the use of
footnotes and caveats and define terms used in the illustration in
language that would be understood by a typical person within the
segment of the public to which the illustration is directed. The
requirements of this section are in addition to and not a substitute
for the requirements set forth in ss. Ins 2.14 and 2.16.

(2) ScopE. This section applies to all group and individual
life insurance policies and certificates except:

(a) Variable life insurance.

(b) Individual and group annuity contracts.

(c) Credit life insurance.

(d) Life insurance policies with no illustrated death benefits
on any individual exceeding $10,000.

(3) DEFINITIONS. In this section:

(a) “Actuarial standards board” means the board established
by the American academy of actuaries to develop and promulgate
standards of actuarial practice.

(b) “Basic illustration” means a ledger or proposal used in the
sale of a life insurance policy that shows both guaranteed and
non-guaranteed elements.

(c) “Contract premium” means the gross premium that is re-
quired to be paid under a fixed premium policy, including the pre-
mium for a rider for which benefits are shown in the illustration.

(d) “Currently payable scale” means a scale of non-guaran-
teed elements in effect for a policy form as of the preparation date
of the illustration or declared to become effective within the next
95 days.

(e) “Disciplined current scale” means a scale of non-guaran-
teed elements that is reasonably based on actual recent historical
experience, as certified annually by an illustration actuary desig-
nated by the insurer.

(f) “Generic name” means a short title descriptive of the pol-
icy being illustrated such as “whole life,” “term life” or “flexible
premium adjustable life.”

(g) “Guaranteed elements” means the premiums, benefits,
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values, credits or charges under a policy of life insurance that are
guaranteed and determined at issue.

(h) “Illustrated scale” means a scale of non-guaranteed ele-
ments currently being illustrated that is not more favorable to the
policy owner than the lesser of:

1. The disciplined current scale; or

2. The currently payable scale.

(i) “Ilustration” means a presentation or depiction that in-
cludes non-guaranteed elements of a policy of life insurance over
a period of years and is one of the three illustrations described in
pars. (b), (k), and (s).

(j) “Illustration actuary” means an actuary meeting the re-
quirements of sub. (10).

(k) “In force illustration” means an illustration furnished at
any time after the policy that it depicts has been in force.

(L) “Lapse-supported illustration” means an illustration of a
policy form failing the test of self-supporting as defined in this
section, under a modified persistency rate assumption using per-
sistency rates underlying the disciplined current scale for the first
5 years and 100% policy persistency thereafter.

(m) “Minimum assumed expenses” means the minimum ex-
penses that may be used in the calculation of the disciplined cur-
rent scale for a policy form. The insurer may choose to designate
each year the method of determining assumed expenses for all
policy forms from the following:

1. Fully allocated expenses.

2. Marginal expenses may be used only if greater than a gen-
erally recognized expense table. If no generally recognized ex-
pense table is approved, fully allocated expenses must be used.

3. A generally recognized expense table based on fully allo-
cated expenses representing a significant portion of insurance
companies and approved by the commissioner.

(n) “Non-guaranteed elements” means the premiums, bene-
fits, values, credits or charges under a policy of life insurance that
are not guaranteed or not determined at issue.

(o) “Non-term group life” means a group policy or individual
policies of life insurance issued to members of an employer group
or other permitted group under all of the following conditions:

1. Every plan of coverage was selected by the employer or
other group representative.

2. Some portion of the premium is paid by the group or
through payroll deduction.

3. Group underwriting or simplified underwriting is used.

(p) “Policy owner” means the owner named in an individual
policy or the certificate holder in the case of a group policy.

(@) “Premium outlay” means the amount of premium as-
sumed to be paid by the policy owner or other premium payer
out-of-pocket.

(r) “Self-supporting illustration” means an illustration of a
policy form for which it can be demonstrated that, when using ex-
perience assumptions underlying the disciplined current scale,
for all illustrated points in time on or after the fifteenth policy an-
niversary or the twentieth policy anniversary for second-or-later-
to-die policies or upon policy expiration if sooner, the accumu-
lated value of all policy cash flows equals or exceeds the total
policy owner value available. For this purpose, policy owner
value includes cash surrender values and any other illustrated
benefit amounts available at the policy owner’s election.

(s) “Supplemental illustration” means an illustration fur-
nished in addition to a basic illustration.

(4) POLICIES TO BE ILLUSTRATED. (a) Each insurer market-
ing policies to which this section is applicable shall notify the
commissioner whether a policy form is to be marketed with or
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without an illustration. For all policy forms being actively mar-
keted on January 1, 1998, the insurer shall identify in writing
those forms and whether or not an illustration will be used with
them. For policy forms filed after January 1, 1998, the identifica-
tion shall be made at the time of filing. Any previous identifica-
tion may be changed by notice to the commissioner.

(b) If an insurer identifies a policy form as one to be marketed
without an illustration, any use of an illustration for any policy
using that form prior to the first anniversary is prohibited.

(c) If a policy form is identified by the insurer as one to be
marketed with an illustration, a basic illustration prepared and
delivered in accordance with this section is required, except that a
basic illustration need not be provided to individual members of a
group or to individuals insured under multiple lives coverage is-
sued to a single applicant unless the coverage is marketed to these
individuals. The illustration furnished an applicant for a group
life insurance policy or policies issued to a single applicant on
multiple lives may be either an individual or composite illustra-
tion representative of the coverage on the lives of members of the
group or the multiple lives covered.

(d) Potential enrollees of non-term group life subject to this
regulation shall be furnished a quotation with the enrollment ma-
terials. The quotation shall show potential policy values for sam-
ple ages and policy years on a guaranteed and non-guaranteed ba-
sis appropriate to the group and the coverage. This quotation
shall not be considered an illustration for purposes of this section,
but all information provided shall be consistent with the illus-
trated scale. A basic illustration shall be provided at delivery of
the certificate to enrollees for non-term group life who enroll for
more than the minimum premium necessary to provide pure
death benefit protection. In addition, the insurer shall make a ba-
sic illustration available to any non-term group life enrollee who
requests it.

(5) GENERAL RULES AND PROHIBITIONS. (a) An illustration
used in the sale of a life insurance policy shall satisfy the applica-
ble requirements of this section, be clearly labeled “life insurance
illustration” and contain all of the following basic information:

1. Name of insurer.

2. Name and business address of agent or insurer’s autho-
rized representative, if any.

3. Name, age and sex of proposed insured, except where a
composite illustration is permitted under this section.

4. Underwriting or rating classification upon which the illus-
tration is based.

5. Generic name of policy, the insurer’s product name, if dif-
ferent, and form number.

6. Initial death benefit.

7. Dividend option election or application of non-guaranteed
elements, if applicable.

(b) When using an illustration in the sale of a life insurance
policy, an insurer or its agent or other authorized representatives
shall not:

1. Represent the policy as anything other than a life insur-
ance policy.

2. Use or describe non-guaranteed elements in a manner that
is misleading or has the capacity or tendency to mislead.

3. State or imply that the payment or amount of non-guaran-
teed elements is guaranteed.

4. Use an illustration that does not comply with the require-
ments of this section.

5. Use an illustration that at any policy duration depicts pol-
icy performance more favorable to the policy owner than that
produced by the illustrated scale of the insurer whose policy is
being illustrated.
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6. Provide an applicant with an incomplete illustration.

7. Represent in any way that premium payments will not be
required for each year of the policy in order to maintain the illus-
trated death benefits, unless that is the fact.

8. Use the term “vanish” or “vanishing premium,” or a simi-
lar term that implies the policy becomes paid up, to describe a
plan for using non-guaranteed elements to pay a portion of future
premiums.

9. Except for policies that can never develop nonforfeiture
values, use an illustration that is “lapse-supported”.

10. Use an illustration that is not “self-supporting.”

(c) If an interest rate used to determine the illustrated non-
guaranteed elements is shown, it shall not be greater than the
earned interest rate underlying the disciplined current scale.

(d) In determining the disciplined current scale an insurer
may use standards established by the actuarial standards board
that meet all of the following criteria:

1. Are consistent with all provisions of this section.

2. Limit a disciplined current scale to reflect only actions
that have already been taken or events that have already occurred.

3. Do not permit a disciplined current scale to include any
projected trends of improvements in experience or any assumed
improvements in experience beyond the illustration date.

4. Do not permit assumed expenses to be less than minimum
assumed expenses.

(6) STANDARDS FOR BASIC ILLUSTRATIONS. (a) A basic il-
lustration shall conform with the following requirements:

1. The illustration shall be labeled with the date on which it
was prepared.

2. Each page, including any explanatory notes or pages, shall
be numbered and show its relationship to the total number of
pages in the illustration.

3. The assumed dates of payment receipt and benefit pay-out
within a policy year shall be clearly identified.

4. If the age of the proposed insured is shown as a compo-
nent of the tabular detail, it shall be issue age plus the numbers of
years the policy is assumed to have been in force.

5. The assumed payments on which the illustrated benefits
and values are based shall be identified as premium outlay or
contract premium, as applicable. For policies that do not require
a specific contract premium, the illustrated payments shall be
identified as premium outlay.

6. Guaranteed death benefits and values available upon sur-
render, if any, for the illustrated premium outlay or contract pre-
mium shall be shown and clearly labeled guaranteed.

7. If the illustration shows any non-guaranteed elements,
they cannot be based on a scale more favorable to the policy
owner than the insurer’s illustrated scale at any duration. These
elements shall be clearly labeled non-guaranteed.

8. The guaranteed elements, if any, shall be shown before
corresponding non-guaranteed elements. Any page of an illustra-
tion that shows or describes only the non-guaranteed elements
shall include a reference to the page where guaranteed elements
are shown and a statement that guaranteed elements are found on
that page.

9. The account or accumulation value of a policy, if shown,
shall be identified by the name this value is given in the policy
being illustrated and shown on the same page in close proximity
to the corresponding value available upon surrender.

10. The value available upon surrender shall be identified by
the name this value is given in the policy being illustrated and
shall be the amount available to the policy owner in a lump sum
after deduction of surrender charges, policy loans and policy loan
interest, as applicable.
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11. Ilustrations may show policy benefits and values in
graphic or chart form in addition to the tabular form.

12. Any illustration of non-guaranteed elements shall be ac-
companied by a statement indicating that the benefits and values
are not guaranteed, that the assumptions on which they are based
are subject to change, and that actual results may be more or less
favorable.

13. If the illustration shows that the premium payer may have
the option to allow policy charges to be paid using non-guaran-
teed values, the illustration shall clearly disclose that a charge
continues to be required and that, depending on actual results, the
premium payer may need to continue or resume premium outlays.
Similar disclosure shall be made for premium outlay of lesser
amounts or shorter durations than the contract premium. If a
contract premium is due, the premium outlay display shall not be
left blank or show zero unless accompanied by an asterisk or sim-
ilar mark to draw attention to the fact that the policy is not paid
up.

14. If the applicant plans to use dividends or policy values,
guaranteed or non-guaranteed, to pay all or a portion of the con-
tract premium or policy charges, or for any other purpose, the il-
lustration may reflect those plans and the impact on future policy
benefits and values.

(b) A basic illustration shall include the following narrative
summary:

1. A brief description of the policy being illustrated, includ-
ing a statement that it is a life insurance policy.

2. A brief description of the premium outlay or contract pre-
mium, as applicable, for the policy. For a policy that does not re-
quire payment of a specific contract premium, the illustration
shall show the premium outlay that must be paid to guarantee
coverage for the term of the contract, subject to maximum premi-
ums allowable to qualify as a life insurance policy under the ap-
plicable provisions of the Internal Revenue Code.

3. A brief description of any policy features, riders or op-
tions, guaranteed or non-guaranteed, shown in the basic illustra-
tion and the impact they may have on the benefits and values of
the policy.

4. Identification and a brief definition of column headings
and key terms used in the illustration.

5. A statement containing in substance the following: “This
illustration assumes that the currently illustrated nonguaranteed
elements will continue unchanged for all years shown. This is not
likely to occur, and actual results may be more or less favorable
than those shown.”

(c) A basic illustration shall include the following numeric
summary, following the narrative summary:

1. A summary of the death benefits and values and the pre-
mium outlay and contract premium, as applicable. For a policy
that provides for a contract premium, the guaranteed death bene-
fits and values shall be based on the contract premium. This
summary shall be shown for at least policy years 5, 10 and 20 and
at age 70, if applicable, on the three bases shown below in subds.
2., 3., and 4. For multiple life policies the summary shall show
policy years 5, 10, 20 and 30.

2. Policy guarantees.

3. Insurer’s illustrated scale.

4. Insurer’s illustrated scale used but with the non-guaran-
teed elements reduced as follows:

a. Dividends at 50% of the dividends contained in the illus-
trated scale used.

b. Non-guaranteed credited interest at rates that are the aver-
age of the guaranteed rates and the rates contained in the illus-
trated scale used.
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c. All non-guaranteed charges, including but not limited to,
term insurance charges, mortality and expense charges, at rates
that are the average of the guaranteed rates and the rates con-
tained in the illustrated scale used.

5. If coverage would cease prior to policy maturity or age
100, the year in which coverage ceases shall be identified for each
of the three bases shown above in subds. 2., 3. and 4.

(d) Statements substantially similar to the following shall im-
mediately follow the numeric summary and be signed by the ap-
plicant, or the policy owner in the case of an illustration provided
at time of delivery, as required in this section.

1. A statement to be signed and dated by the applicant or pol-
icy owner reading as follows: “I have received a copy of this il-
lustration and understand that any non-guaranteed elements illus-
trated are subject to change and could be either higher or lower.
The agent has told me they are not guaranteed.”

2. A statement to be signed and dated by the agent or other
authorized representative of the insurer reading as follows: “I
certify that this illustration has been presented to the applicant or
policy owner and that I have explained that any non-guaranteed
elements illustrated are subject to change. I have made no state-
ments that are inconsistent with the illustration.”

(e) The following elements shall be shown in tabular detail:

1. A basic illustration shall include the following for at least
each policy year from 1 to 10 and for every Sth policy year there-
after ending at age 100, policy maturity or final expiration; and
except for term insurance beyond the 20th year, for any year in
which the premium outlay and contract premium, if applicable, is
to change:

a. The premium outlay and mode the applicant plans to pay
and the contract premium, as applicable.

b. The corresponding guaranteed death benefit, as provided
in the policy.

c. The corresponding guaranteed value available upon sur-
render, as provided in the policy.

2. For a policy that provides for a contract premium, the
guaranteed death benefit and value available upon surrender shall
correspond to the contract premium.

3. Non-guaranteed elements may be shown if described in
the contract. In the case of an illustration for a policy on which
the insurer intends to credit terminal dividends, they may be
shown if the insurer’s current practice is to pay terminal divi-
dends. If any non-guaranteed elements are shown they must be
shown at the same durations as the corresponding guaranteed ele-
ments, if any. If no guaranteed benefit or value is available at any
duration for which a non-guaranteed benefit or value is shown, a
zero shall be displayed in the guaranteed column.

(7) STANDARDS FOR SUPPLEMENTAL ILLUSTRATIONS. (a) A
supplemental illustration may be provided so long as it complies
with all of the following:

1. It is appended to, accompanied by or preceded by a basic
illustration that complies with this section.

2. The non-guaranteed elements shown are not more favor-
able to the policy owner than the corresponding elements based
on the scale used in the basic illustration.

3. It contains the same statement required of a basic illustra-
tion that non-guaranteed elements are not guaranteed.

4. For a policy that has a contract premium, the contract pre-
mium underlying the supplemental illustration is equal to the
contract premium shown in the basic illustration. For policies
that do not require a contract premium, the premium outlay un-
derlying the supplemental illustration shall be equal to the pre-
mium outlay shown in the basic illustration.

(b) The supplemental illustration shall include a statement in-
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forming the reader to consult the basic illustration for guaranteed
elements and the other important information it contains.

(8) DELIVERY OF ILLUSTRATION AND RECORD RETENTION.
(a) If a basic illustration is used by an agent or other authorized
representative of the insurer in the sale of a life insurance policy
and the policy is applied for as illustrated, a copy of that illustra-
tion, signed in accordance with this section, shall be submitted to
the insurer at the time of policy application. A copy also shall be
provided to the applicant. If the policy is issued other than as ap-
plied for, a revised basic illustration conforming to the policy as
issued shall be sent with the policy. The revised illustration shall
conform to the requirements of this section, shall be labeled “Re-
vised Illustration” and shall be signed and dated by the applicant
or policy owner and agent or other authorized representative of
the insurer no later than the time the policy is delivered. A copy
shall be provided to the insurer and the policy owner.

(b) If no illustration is used by an agent or other authorized
representative in the sale of a life insurance policy or if the policy
is applied for other than as illustrated, the agent or representative
shall certify to that effect in writing on a form provided by the in-
surer. On the same form the applicant shall acknowledge that no
illustration conforming to the policy applied for was provided and
shall further acknowledge an understanding that an illustration
conforming to the policy as issued will be provided no later than
at the time of policy delivery. This form shall be submitted to the
insurer at the time of policy application. If the policy is issued, a
basic illustration conforming to the policy as issued shall be sent
with the policy and signed no later than the time the policy is de-
livered. A copy shall be provided to the insurer and the policy
owner.

(c) If the basic illustration or revised illustration is sent to the
applicant or policy owner by mail from the insurer, it shall in-
clude instructions for the applicant or policy owner to sign the du-
plicate copy of the numeric summary page of the illustration for
the policy issued and return the signed copy to the insurer. The
insurer’s obligation under this subsection shall be satisfied if it
can demonstrate that it has made a diligent effort to secure a
signed copy of the numeric summary page. The requirement to
make a diligent effort shall be deemed satisfied if the insurer in-
cludes in the mailing a self-addressed postage prepaid envelope
with instructions for the return of the signed numeric summary
page.

(d) A copy of the basic illustration and a revised basic illustra-
tion, if any, signed as applicable, along with any certification that
either no illustration was used or that the policy was applied for
other than as illustrated, shall be retained by the insurer until 3
years after the policy is no longer in force. A copy need not be re-
tained if no policy is issued.

(9) ANNUAL REPORT; NOTICE TO POLICY OWNERS. (a) Ex-
cept as provided in par. (b), in the case of a policy designated as
one for which illustrations will be used, the insurer shall provide
each policy owner with an annual report on the status of the pol-
icy that shall contain at least the following information:

1. For universal life policies, the report shall include the
following:

a. The beginning and end date of the current report period.

b. The policy value at the end of the previous report period
and at the end of the current report period.

c. The total amounts that have been credited or debited to the
policy value during the current report period, identifying each by
type (e.g., interest, mortality, expense and riders).

d. The current death benefit at the end of the current report
period on each life covered by the policy.
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e. The net cash surrender value of the policy as of the end of
the current report period.

f. The amount of outstanding loans, if any, as of the end of
the current report period.

g. For fixed premium policies, in addition to the information
described in subd. 1. a. through f. if, assuming guaranteed inter-
est, mortality and expense loads and continued scheduled pre-
mium payments, the policy’s net cash surrender value is such that
it would not maintain insurance in force until the end of the next
reporting period, a notice to this effect shall be included in the
report.

h. For flexible premium policies, in addition to the informa-
tion described in subd. 1. a. through f. if, assuming guaranteed in-
terest, mortality and expense loads, the policy’s net cash surren-
der value will not maintain insurance in force until the end of the
next reporting period unless further premium payments are
made, a notice to this effect shall be included in the report.

2. For all other policies, where applicable:

. Current death benefit.

. Annual contract premium.

. Current cash surrender value.

. Current dividend.

. Application of current dividend.

f. Amount of outstanding loan.

(b) Insurers writing life insurance policies that do not build
nonforfeiture values shall only be required to provide an annual
report with respect to these policies for those years when a
change has been made to nonguaranteed policy elements by the
insurer.

(c) If the annual report does not include an in force illustra-
tion, it shall contain the following notice displayed prominently:
“IMPORTANT POLICY OWNER NOTICE: You should
consider requesting more detailed information about your policy
to understand how it may perform in the future. You should not
consider replacement of your policy or make changes in your cov-
erage without requesting a current illustration. You may annually
request, without charge, such an illustration by calling [insurer’s
phone number], writing to [insurer’s name] at [insurer’s address]
or contacting your agent. If you do not receive a current illustra-
tion of your policy within 30 days from your request, you should
contact your state insurance department.” The insurer may vary
the sequential order of the methods for obtaining an in force
illustration.

(d) Within 25 calendar days of receipt of a request from the
policy owner, the insurer shall furnish an in force illustration of
current and future benefits and values based on the insurer’s
present illustrated scale. This illustration shall comply with the
requirements of subs. (5) (a), (5) (b), (6) (a) and (6) (e). No sig-
nature or other acknowledgment of receipt of this illustration is
required.

(e) If an adverse change in non-guaranteed elements that
could affect the policy has been made by the insurer since the last
annual report, the annual report shall contain a notice of that fact
and the nature of the change prominently displayed.

(10) ANNUAL CERTIFICATIONS. (a) The board of directors of
each insurer shall appoint one or more illustration actuaries.

(b) The illustration actuary shall certify that the disciplined
current scale used in illustrations is in conformity with the actuar-
ial standard of practice for compliance with the national associa-
tion of insurance commissioners model regulation on life insur-
ance illustrations promulgated by the actuarial standards board,
and that the illustrated scales used in insurer-authorized illustra-
tions meet the requirements of this section.
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(c) The illustration actuary shall:

1. Be a member in good standing of the American academy
of actuaries.

2. Be familiar with the standard of practice regarding life in-
surance policy illustrations.

3. Not have been found by the commissioner, following ap-
propriate notice and hearing to have done any of the following:

a. Violated any provision of, or any obligation imposed by,
the insurance law or other law in the course of the actuary’s deal-
ings as an illustration actuary.

b. Been found guilty of fraudulent or dishonest practices.

c. Demonstrated the actuary’s incompetence, lack of cooper-
ation, or untrustworthiness to act as an illustration actuary.

d. Resigned or been removed as an illustration actuary within
the past 5 years as a result of acts or omissions indicated in any
adverse report on examination or as a result of a failure to adhere
to generally acceptable actuarial standards.

4. Not fail within 30 calendar days to notify the commis-
sioner of any action taken by a commissioner of another state
similar to that under subd. 3.

5. Disclose in the annual certification whether, since the last
certification, a currently payable scale applicable for business is-
sued within the previous 5 years and within the scope of the certi-
fication has been reduced for reasons other than changes in the
experience factors underlying the disciplined current scale. If
nonguaranteed elements illustrated for new policies are not con-
sistent with those illustrated for similar in force policies, this
shall be disclosed in the annual certification. If nonguaranteed
elements illustrated for both new and in force policies are not
consistent with the non-guaranteed elements actually being paid,
charged or credited to the same or similar forms, this shall be dis-
closed in the annual certification.

6. Disclose in the annual certification which of the following
methods is used to allocate overhead expenses for all
illustrations:

a. Fully allocated expenses.

b. Marginal expenses.

c. A generally recognized expense table based on fully allo-
cated expenses representing a significant portion of insurance
companies and approved by the commissioner.

(d) The illustration actuary shall file a certification with the
board and with the commissioner annually for all policy forms for
which illustrations are used and before a new policy form is illus-
trated. If an error in a previous certification is discovered, the il-
lustration actuary shall notify the board of directors of the insurer
and the commissioner within 30 calendar days of discovery.

(e) If an illustration actuary is unable to certify the scale for
any policy form illustration the insurer intends to use, the actuary
shall notify the board of directors of the insurer and the commis-
sioner of the actuary’s inability to certify within 30 calendar days
of that determination.

(f) A responsible officer of the insurer, other than the illustra-
tion actuary, shall certify annually all of the following:

1. That the illustration formats meet the requirements of this
section and that the scales used in insurer-authorized illustrations
are those scales certified by the illustration actuary.

2. That the insurer has provided its agents with information
about the expense allocation method used by the insurer in its il-
lustrations and disclosed as required in par. (c) 6.

(g) The annual certifications shall be provided to the commis-
sioner each year by a date determined by the insurer.

(h) If an insurer changes the illustration actuary responsible
for all or a portion of the insurer’s policy forms, the insurer shall
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notify the commissioner of that fact within 30 calendar days and
disclose the reason for the change.

(11) PENALTIES. In addition to any other penalties provided
by the laws of this state, an insurer or agent that violates a require-
ment of this section is guilty of a violation of s. 628.34, Stats.

History: Cr. Register, September, 1997, No. 501, eff. 1-1-98.

Ins 2.18 Life settlement contracts. (1) PURPOSE.
The purpose of this regulation is to interpret and implement s.
632.69, Stats.

(2) DEFINITIONS. In addition to the definitions contained in s.
632.69 (1), Stats., in this section:

(a) “Commissioner” means the commissioner of insurance.

(b) “Firm” means a corporation, partnership or other legal
entity.

(¢) “Office” means the office of the commissioner of
insurance.

(d) “Term life insurance” means life insurance which pro-
vides coverage at a fixed rate of payment for a limited period of
time and which provides no guaranteed nonforfeiture or endow-
ment benefits.

(3) LICENSING. (a) Application. An individual or firm ap-
plying for an initial or renewal license as a broker or provider
shall submit an application to the office in the form prescribed by
the office. With the application, the individual or firm shall sub-
mit all of the following:

1. If the applicant is a broker, with the initial application, a
professional liability insurance policy in the amount of $1 million
total annual aggregate for all claims during the policy period.
Proof that the required professional liability insurance policy
continues in force shall accompany each renewal application.

2. If the applicant is a provider, applicants shall provide sat-
isfactory evidence of financial responsibility in compliance with
s. 632.69 (2) (g) 4. a., Stats.

3. If the applicant is a provider, audited financial statements
of the applicant for the most recently completed fiscal year. The
financial statements shall be available for public inspection.

4. Electronic confirmation of completion of the training re-
quirements under s. 632.69 (3), Stats., and sub. (4) if electronic
confirmation is available. If electronic confirmation is not avail-
able the applicant shall provide evidence satisfactory to the com-
missioner of completion of the training requirements.

5. Any documentation required in answer to questions on the
application.

6. If the applicant is an individual, his or her social security
number or, if the applicant does not have a social security num-
ber, a statement made or subscribed under oath or affirmation
that the applicant does not have a social security number, and a
statement that he or she intends to act as a broker or provider in
good faith and in compliance with all applicable laws of this state
and rules and orders of the commissioner.

7. If the applicant is a firm applying for a broker’s license,
the applicant must identify a designated responsible Wisconsin-
licensed individual representative on the application.

8. If the applicant is a firm, its federal identification number,
the state and year of its incorporation, or year of its formation and
a statement that it intends to act as a broker or provider in good
faith and in compliance with all applicable laws of this state, and
with rules and orders of the commissioner and the courts of this
state with respect to all matters pertaining to activities as a
licensee.

9. If the applicant is an individual who is not a resident of
this state or a firm that is not organized under the laws of this
state, a statement that the applicant agrees to be subject to the ju-
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risdiction of the commissioner and the courts of this state with re-
spect to all matters pertaining to activities as a licensee and to ac-
cept service of process as provided under ss. 601.72 and 601.73,
Stats. A firm that is organized under the laws of another state
shall provide a certificate of good standing from the state of
domicile.

10. Fingerprint identification may be required for individual
resident broker applicants and the Wisconsin-licensed individual
representative of a broker firm, in a format specified by the com-
missioner, and an electronic confirmation of criminal history
from the Wisconsin department of justice, crime information bu-
reau, and the federal bureau of investigation, to be completed not
more than 180 days prior to making application.

11. Any other information requested by the office.

12. The fee specified under s. 601.31 (1) (mm) or (mp),
Stats., as appropriate for a provider, or s. 601.31 (1) (mr) or (ms),
Stats., as appropriate for a broker, which fee shall be
nonrefundable.

(b) Renewal application deadline. Applications for license
renewal shall be submitted pursuant to par. (a) on or before July 1
of each year.

(c) Competence and trustworthiness. The following criteria
may be used in assessing trustworthiness and competence:

1. ‘Criminal record.” The conviction for crimes which are
substantially related to the circumstances of holding a broker or
provider license.

2. ‘Accuracy of information.” Any material misrepresenta-
tion in the information submitted on the application form.

3. ‘Regulatory action.” Any regulatory action taken with re-
gard to any occupational license held, including insurance li-
censes, real estate licenses, and security licenses.

4. ‘Other criteria.” Other criteria which the commissioner
considers relevant in assessing trustworthiness or competence,
including any of the following:

a. Providing incorrect, misleading, incomplete, or materially
untrue information in the license application.

b. Violating any insurance laws, or violating any rule, sub-
poena, or order of the insurance commissioner or of another
state’s insurance commissioner.

c. Obtaining or attempting to obtain a license through mis-
representation or fraud.

d. Improperly withholding, misappropriating, or converting
any monies or properties received in the course of engaging in the
business of life settlements.

e. Misrepresenting the terms of an actual or proposed life set-
tlement contract.

f. Having been convicted of any felony or misdemeanor of
which criminal fraud is an element or having plead other than not
guilty with respect to any felony or misdemeanor of which crimi-
nal fraud or moral turpitude is an element, regardless whether a
judgment of conviction has been entered by the court.

g. Having admitted or been found to have committed any un-
fair trade practice or fraud.

h. Using fraudulent, coercive, or dishonest practices, or
demonstrating incompetence, untrustworthiness, or financial ir-
responsibility in the conduct of business in this state or
elsewhere.

i. Having a life settlement license or its equivalent, denied,
suspended, or revoked in any other state, province, district, or
territory.

j. Forging another’s name to an application or to any docu-
ment related to a life settlement transaction.
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k. Failing to comply with an administrative or court order
imposing a child support obligation.

L. Failing to pay state income tax or comply with any admin-
istrative or court order directing payment of state income tax.

(4) TRAINING. (a) An individual licensed as a broker shall
comply with the training requirements set forth in s. 632.69 (3),
Stats.

(b) A firm licensed as a broker shall certify to the commis-
sioner on its application for initial and renewal licensing that the
firm’s designated responsible Wisconsin-licensed individual rep-
resentative has complied with the training requirements set forth
in s. 632.69 (3), Stats.

(c) Each compliance period for recurring training required un-
der s. 632.69 (3), Stats., shall commence on July first immedi-
ately following the preceding compliance period and shall end 24
months later on June 30.

(d) Recurring training required under s. 632.69 (3) (e), Stats.,
shall be completed and reported at a rate of not less than 2 hours
each 12 months of each compliance period.

(5) NOTIFICATION OF FORMAL ADMINISTRATIVE ACTIONS,
CRIMINAL PROCEEDINGS AND LAWSUITS. A licensed broker or
provider shall notify the commissioner in writing of the following
within 30 days:

(a) Except for action taken by the Wisconsin office of the
commissioner of insurance, any formal administrative action
against the broker or provider taken by any state’s regulatory
agency, commission or board or other regulatory agency which li-
censes the person for any occupational activity. The notification
shall include a description of the basis for the administrative ac-
tion and any action taken as a result of the proceeding, a copy of
the notice of hearing and other documents describing the prob-
lem, a copy of the order, consent to order, stipulation, final reso-
lution, and other relevant documents.

(b) Any initial pretrial hearing date related to any criminal
prosecution of the broker or provider taken in any jurisdiction,
other than a misdemeanor charge related to the use of a motor ve-
hicle or the violation of a fish and game regulation. The notifica-
tion shall include a copy of the initial criminal complaint filed,
the order resulting from the hearing and any other relevant legal
documents.

(c) Any felony conviction or misdemeanor conviction of the
licensee in any jurisdiction, other than a misdemeanor conviction
related to the use of a motor vehicle or the violation of a fish and
game regulation. The notification shall include a copy of the ini-
tial criminal complaint or criminal charging document filed, the
judgment of conviction, the sentencing document, the broker’s
explanation of what happened to cause criminal proceedings, the
licensee’s reasons why no action should be taken regarding the
life settlement and any other relevant legal documents.

(d) Any lawsuit filed against the licensee in which there are
allegations of misrepresentation, fraud, theft or embezzlement in-
volving the licensee. The notification shall include a copy of the
initial suit documents, the licensee’s explanation of what hap-
pened to cause the civil proceedings, why no action should be
taken regarding the life settlement broker’s license, and any other
relevant legal documents.

(6) NOTIFICATION TO OFFICE. A licensee shall notify the of-
fice in writing of any of the following within 30 days after the
date of the occurrence:

(a) The cessation of business activities as a broker or provider.
A notification under this subsection shall include the name and
address of the custodian of the licensee’s business records and the
location of the records.
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(b) Any change in the broker’s or provider’s business mailing
address or the location of its business records.

(c) New or revised information about officers, partners, direc-
tors, members, designated employees, or stockholders, except
stockholders owning fewer than ten percent of the shares of a
provider or broker whose shares are publicly traded.

(7) FILING AND APPROVAL OF FORMS. In fulfilling the re-
quirements of s. 632.69 (5), Stats., a licensee shall comply with
the provisions of s. 631.20 (1) (a), Stats.

(8) NOTICES. (a) Purpose. This subsection interprets and
implements s. 632.69, Stats., by specifying the content of certain
notices required to be given to policyholders, owners and
purchasers.

(b) Notice format. An insurer shall use the forms in Appen-
dices I, II, and III to comply with this subsection. Each notice
shall be in no less than 10-point type, and shall include the is-
suer’s address, toll free telephone number, if available, and tele-
phone number in no less than 12-point type.

(c) Notice by insurer to policyholder. 1. This par. (c) does not
apply to term life insurance.

2. For each life insurance policy issued, life insurers shall
provide to individual life insurance policyholders at the time the
policy is issued the notice prescribed in Appendix I to this
section.

3. In addition, life insurers shall provide a statement inform-
ing the policyholder that if the policyholder is considering mak-
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ing changes in the status of a policy, the policyholder should con-
sult with a licensed insurance agent or financial advisor to find an
alternative best suited to the policyholder’s needs. The statement
shall advise the policyholder that additional information is avail-
able from the office of the commissioner of insurance at its web-
site address: http://oci.wi.gov or by telephone at 1-800-236-
8517. The statement shall be sent to the policyholder annually,
and may be included in notices or mailings otherwise provided to
policyholders.

4. The commissioner shall make information concerning
policy alternatives available to the public.

5. Compliance by insurers with the requirements of par. (c)
shall commence three months after September 1, 2012.

(d) Disclosure to owner. In accordance with s. 632.69 (8) (a)
2., Stats., at the time disclosures required by s. 632.69 (8) (a) 1.,
Stats., are provided by the broker or provider with each applica-
tion for a life settlement, the broker or provider shall provide to
the owner a brochure entitled “Wisconsin Guide to Understand-
ing Life Settlements” as prescribed in Appendix II to this section.

(e) Disclosure to purchaser. In accordance with s. 632.69 (9)
(a) 2., Stats., at the time disclosures required by s. 632.69 (9) (a)
1., Stats., are provided by the provider to the purchaser, and prior
to the date that a life settlement purchase agreement is signed by
all parties, a provider shall provide to the purchaser a brochure
entitled “Wisconsin Guide to Purchase of a Life Settlement” as
prescribed in Appendix III to this section.

History: CR 10-051: cr. Register August 2012 No. 680, eff. 9-1-12.
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Ins 2.18 Appendix I
Important information about your life insurance policy
Keep this information with your insurance papers

Life insurance is a critical part of a broader financial plan. If you are considering making changes in the status of your policy you
should consult with a licensed insurance or financial advisor in order to find an alternative best suited to your needs. Available alterna-
tives include but are not limited to:

¢ Accelerated Death Benefit: Your policy may provide an early or accelerated cash payment if you have a terminal or chronic illness.
® Cash Surrender: Your policy may have a cash surrender value the life insurer will pay you if you surrender your policy.
 Gift: You may be able to give your policy to another person, who would then assume responsibility for paying premiums.

e Life Settlement: You may be able to sell your life insurance policy to a third party for an amount greater than the cash surrender
value or accelerated death benefit but less than the expected death benefit under your policy. The third party becomes the policyholder
and receives the benefit upon the death of the insured. Upon sale to the third party you would pay no further premium. Wisconsin law
requires brokers and providers who arrange life settlements to be licensed.

¢ Maintain Your Policy: You may be able to maintain your life insurance policy in force by paying the premiums directly or using
your current policy value to pay the premiums.

¢ Policy Changes: You may be able to reduce or eliminate future premium payments by obtaining a paid-up policy, by reducing cov-
erage, or through other options available from your life insurer.

¢ Policy Loan: You may be able to obtain a loan from your life insurance company using the cash value of your policy as collateral.
Loan proceeds may be used to pay premiums or for other purposes.

e Third-Party Loan: You may be able to obtain a loan from another party to pay your premiums using the cash value or a portion
of the death benefit as collateral.

The listed alternatives may or may not be available depending on your circumstances and the terms of your life insurance policy.
If you have a specific concern about your life insurance policy, contact your insurance company or agent:
(Insurer name)
(Customer service)
(Address)
(Toll free telephone number, if available)
(Telephone number)

You may also contact your financial advisor, or you may contact the Office of the Commissioner of Insurance at 1-800-236-8517 or
608-266-0103; Email: ociquestions @wisconsin.gov.
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Ins 2.18 Appendix II
WISCONSIN GUIDE TO UNDERSTANDING LIFE SETTLEMENTS
Keep this information with your insurance papers

Thinking about selling your life insurance policy? Life insurance is a critical part of a broader financial plan. If you are considering
a sale of your life insurance you should consult with a licensed insurance or financial advisor, attorney or accountant to find an option
best suited to your needs.

What is a life settlement? A life settlement is the sale of a life insurance policy to a third party for a cash amount that is greater than
the cash surrender value or accelerated death benefit but less than the expected full death benefit under the policy. The third party be-
comes the new owner or beneficiary of the life insurance policy, is responsible for paying all future premiums, and collects the entire
death benefit when the insured dies.

Questions to ask before you sell your life insurance policy:
¢ Do I still need life insurance protection?
¢ Have I discussed all my choices with a professional advisor?
e If I sell my policy how much cash will I get?
e If I sell my policy will I be able to get additional life insurance in the future?
¢ Is my life insurance provided by an employer or other group policy? If so do I have the right to sell it?
o If I sell my policy, who will be the legal owner? Will the policy be resold?

¢ Who will have specific personal or medical information about me? How often can medical information be requested about me?
Will I be required to permit others to contact my medical providers or family members concerning my medical information?

* Is the broker or provider I plan to work with licensed to do life settlement business in Wisconsin?
¢ What are the costs and fees?
If you sell your life insurance it is important to know:
* You may have to pay income taxes on some or all of the settlement money you receive. Consult a tax professional.
¢ Creditors may be able to make claims against the settlement money you receive.

* A cash settlement may affect your eligibility for certain government assistance programs such as Medicaid or food stamps. Con-
sult with the appropriate government agency, such as the county aging and disability resource service.

* Your policy could be resold and future owners may be able to track your health.
How does a life settlement work?

* You may contact a life settlement company directly or choose a broker to help you shop for the highest cash settlement. A listing
of Wisconsin licensed life settlement brokers and providers is available at the OCI web site. A licensed broker represents only the pol-
icy owner and owes a fiduciary duty to the owner to act according to the owner’s instructions and in the best interest of the owner.

¢ You will complete an application form and sign a release allowing the potential buyer to use your medical records to evaluate your
life expectancy.

* You select the best offer from those submitted to you.

* Once you accept a settlement offer an escrow account will be set up to hold your policy and the purchaser’s money until the doc-
uments that change ownership of the policy and the beneficiary have been received and processed by the insurance company.

e Within three business days after the life settlement company gets written proof that the changes in policy ownership and benefi-
ciary have been processed by the insurance company, the settlement proceeds will be sent to you.

* You can change your mind about the life settlement within 30 days from the date of the life settlement contract or 15 days after
you are paid, whichever is earlier. If you cancel the settlement contract, you must return the cash settlement plus any premiums paid
by the buyer, and repay any loan and loan interest paid on account of the life settlement. If you die within the period, the life settlement
contract is cancelled and the named beneficiaries will receive the death benefit, but any cash settlement funds received plus any premi-
ums paid by the buyer, and any loan and loan interest paid on account of the life settlement must be returned to the buyer within 60
days of the date of death.

* Your contract may require you to allow future owners of your policy to regularly contact you to check your health status.
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Consumer tips.
¢ Comparison shop. Get quotes from several settlement companies and be sure you have the best offer.
* You do not have to accept any life settlement offer. You should decide what is in your best interests.
¢ Check all application forms for accuracy, especially your personal information and medical history.

¢ Be cautious of any offer to loan you money to buy life insurance. Ask what strings are tied to the loan, and what will happen if
the loan is not repaid.

¢ Stranger-originated life insurance is prohibited. Contact the Office of the Commissioner of Insurance if you are offered any
money or a gift to purchase life insurance, or if you are offered “free” life insurance for a period of time, or if you are asked to purchase
life insurance for the purpose of selling it to investors.

Questions or complaints? Contact your insurance company or agent:
(Insurer Name)
(Customer Service)
(Address)
(Toll free telephone number, if available)
(Telephone number)

You may also contact the Wisconsin Office of the Commissioner of Insurance at 1-800-236-8517 or 608-266-0103; Email:ociques-
tions @wisconsin.gov.
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Ins 2.18 Appendix III

WISCONSIN GUIDE TO PURCHASE OF A LIFE SETTLEMENT
Keep this important information
Thinking about buying a life settlement as an investment? Life settlements allow life insurance policyholders to sell their policies for
an immediate cash benefit that is less than the face value of the policy. In return, the buyer of the life settlement becomes the new
owner or beneficiary of the life insurance policy, is responsible for payment of future premiums, and collects the death benefit when
the insured dies. Typically, interests in the settled life insurance policies take the form of securities and are sold to investors. Multiple
investors may invest in a single policy, or the investors may own an interest in an underlying pool of settled policies. When the insured
dies the investor who has purchased an interest in the settled policy is entitled to collect a portion of the death benefit in accordance
with the terms of the purchase contract. From an investor’s perspective a life settlement is an investment in the timely death of the in-
sured person. Before you put your money into this type of investment it is critical that you understand the risks involved, know how
your investment will be used, and know what the likely return will be. You should consult with a professional financial advisor, review
Wisconsin regulations relating to the purchase of a life settlement, and deal with a licensed life settlement provider and registered se-
curities broker dealer.

Questions to ask before you purchase a life settlement:

¢ Is the principal and return on my investment guaranteed?

e How is the return on my investment determined?

¢ When will the principal and return on my investment be paid?

* What fees or other costs am I required to pay?

e Will I ever be required to pay the premiums on the insurance policy?

e Will I be an owner of the policy or only a beneficiary?

* What happens if the settlement company becomes insolvent or goes out of business?

* What happens if the life insurance policy is later determined to be null and void?

e What is the experience and qualification of the person who determines the life expectancy of the insured?
It is important to know:

¢ A life settlement is not a liquid investment. It cannot be “cashed in” if you change your mind. There is no return on your invest-
ment until the insured dies and the death benefit is paid by the insurance company.

¢ There is no guaranteed annual rate of return. The rate of return depends on when the insured dies, which cannot be precisely pre-
dicted. You should find out the life expectancy of the insured and how the determination was made.

¢ Premiums must be paid on the life insurance policy that is the subject of a life settlement until the insured dies. Find out who is
responsible for paying the premiums and whether you may ever be responsible for the payment.

o If the life insurance policy is a group policy there is a risk that the employer or insurer may terminate the policy, and there may be
no right to convert the original coverage to an individual policy, or there may be limitations in any conversion right. If the policy is
converted there may be additional premiums.

e If the life insurance policy is term insurance the policy is issued for a certain number of years. If the insured outlives the term of
the policy there will be no death benefit.

¢ Insurance companies may contest the validity of a life insurance policy for a period of two years from the date of its issue for a va-
riety of reasons, including suicide or false information, which could result in denial of a death benefit claim.

 If the purchaser of a life settlement is the beneficiary only and not also the owner of the life insurance policy, there is a risk that
the beneficiary could be changed or that the premium may not be paid.

* You should consult with a tax advisor to determine whether there may be a tax impact, particularly if money from retirement
funds is used to purchase a life settlement.

Questions or complaints? Contact your insurance company or agent:
(Insurer name)
(Customer service)
(Address)
(Toll free telephone number, if available)
(Telephone number)

You may also contact the Wisconsin Office of the Commissioner of Insurance at 1-800-236-8517 or 608-266-0103; Email: ociques-
tions @ wisconsin.gov.
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Ins 2.19 Military sales practices. (1) PURPOSE. (a)
The purpose of this section is to set forth standards to protect ac-
tive duty service members of the United States Armed Forces
from dishonest and predatory insurance sales practices by declar-
ing certain identified practices to be false, misleading, deceptive
or unfair.

(b) This section does not create or imply a private cause of ac-
tion for a violation of this section.

(2) ScopEe. This section shall apply only to the solicitation or
sale of any life insurance or annuity product by an insurer or in-
surance producer to an active duty service member of the United
States Armed Forces.

(3) AUTHORITY. This section is issued under the authority of
ss. 601.41 (3), 628.34 and 628.347, Stats.

(4) EXEMPTIONS. (a) This section does not apply to solicita-
tions or sales involving any of the following:

1. Credit insurance.

2. Group life insurance or group annuities where there is no
in-person, face-to-face solicitation of individuals by an insurance
producer or where the contract or certificate does not include a
side fund.

3. An application to the existing insurer that issued the exist-
ing policy or contract when a contractual change or a conversion
privilege is being exercised; or, when the existing policy or con-
tract is being replaced by the same insurer pursuant to a program
filed with and approved by the commissioner; or, when a term
conversion privilege is exercised among corporate affiliates.

4. Individual stand-alone health policies, including disability
income policies.

5. Contracts offered by Servicemembers’ Group Life Insur-
ance or Veterans’ Group Life Insurance, as authorized by 38
U.S.C. section 1965 et seq.

6. Life insurance contracts offered through or by a non-profit
military association, qualifying under section 501 (c) (23) of the
Internal Revenue Code, and which are not underwritten by an
insurer.

7. Contracts used to fund any of the following:

a. An employee pension or welfare benefit plan that is cov-
ered by 29 U.S.C. chapter 18.

b. A plan described by sections 401(a), 401(k), 403(b),
408(k) or 408(p) of the Internal Revenue Code, as amended, if es-
tablished or maintained by an employer.

¢. A government or church plan defined in section 414 of the
Internal Revenue Code, a government or church welfare benefit
plan, or a deferred compensation plan of a state or local govern-
ment or tax exempt organization under section 457 of the Internal
Revenue Code.

d. A nonqualified deferred compensation arrangement estab-
lished or maintained by an employer or plan sponsor.

e. Settlements of or assumptions of liabilities associated with
personal injury litigation or any dispute or claim resolution
process.

f. Prearranged funeral contracts.

(b) Nothing in this section shall be construed to abrogate the
ability of nonprofit organizations or other organizations to edu-
cate members of the United States Armed Forces in accordance
with Department of Defense DoD Instruction 1344.07 — Per-
sonal Commercial Solicitation on DoD Installations or a succes-
sor directive.

(c) For purposes of this section, general advertisements, di-
rect mail and internet marketing does not constitute solicitation.
Telephone marketing shall not constitute solicitation provided the
caller explicitly and conspicuously discloses that the product con-
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cerned is life insurance and makes no statements that avoid a
clear and unequivocal statement that life insurance is the subject
matter of the solicitation. Nothing in this paragraph shall be con-
strued to exempt an insurer or insurance producer from this sec-
tion in any in-person, face-to-face meeting established as a result
of the solicitation exemptions identified in this paragraph.

(5) DEFINITIONS. In this section:

(a) “Active duty” means full-time duty in the active military
service of the United States and includes members of the reserve
component (National Guard and Reserve) while serving under
published orders for active duty or full-time training. The term
does not include members of the reserve component who are per-
forming active duty or active duty for training under military calls
or orders specifying periods of less than 31 calendar days.

(b) “Department of Defense personnel” means all active duty
service members and all civilian employees, including nonappro-
priated fund employees and special government employees, of
the U.S. Department of Defense.

(¢) “Door to door” means a solicitation or sales method
whereby an insurance producer proceeds randomly or selectively
from household to household without prior specific appointment.

(d) “General advertisement” means an advertisement having
as its sole purpose the promotion of the reader’s or viewer’s inter-
est in the concept of insurance, or the promotion of the insurer or
the insurance producer.

(e) “Insurance producer” means a person required to be li-
censed under the laws of this state to sell, solicit or negotiate life
insurance, including annuities.

(f) “Insurer” means an insurance company required to be li-
censed under the laws of this state to provide life insurance prod-
ucts, including annuities.

(g) “Known” or “knowingly” means, depending on its use in
this section, the insurance producer or insurer had actual aware-
ness, or in the exercise of ordinary care should have known, at the
time of the act or practice complained of, that the person solicited
is any of the following:

1. A service member.
2. A pay grade of E-4 or below.

(h) “Life insurance” means insurance coverage on human
lives including benefits of endowment and annuities, and may in-
clude benefits in the event of death or dismemberment by acci-
dent and benefits for disability income and, unless otherwise
specifically excluded, includes individually issued annuities.

(i) “Military installation” means any federally owned, leased,
or operated base, reservation, post, camp, building, or other facil-
ity to which service members are assigned for duty, including bar-
racks, transient housing, and family quarters.

(j) “MyPay” means a Defense Finance and Accounting Ser-
vice web-based system that enables service members to process
certain discretionary pay transactions or provide updates to per-
sonal information data elements without using paper forms.

(k) “Service member” means any active duty officer, com-
missioned and warrant, or enlisted member of the United States
Armed Forces.

(L) “Side fund” means a fund or reserve that is part of or oth-
erwise attached to a life insurance policy, excluding individually
issued annuities, by rider, endorsement or other mechanism
which accumulates premium or deposits with interest or by other
means. The term does not include any of the following:

1. Cumulated value or cash value or secondary guarantees
provided by a universal life policy.

2. Cash values provided by a whole life policy which are sub-
ject to standard nonforfeiture law for life insurance.
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3. A premium deposit fund which complies with all of the
following:

a. Contains only premiums paid in advance which accumu-
late at interest.

b. Imposes no penalty for withdrawal.

c. Does not permit funding beyond future required
premiums.

d. Is not marketed or intended as an investment.

e. Does not carry a commission, either paid or calculated.

(m) “Specific appointment” means a prearranged appoint-
ment agreed upon by both parties and definite as to place and
time.

(n) “United States Armed Forces” means all components of
the Army, Navy, Air Force, Marine Corps, and Coast Guard.

(6) PRACTICES DECLARED FALSE, MISLEADING, DECEPTIVE
OR UNFAIR ON A MILITARY INSTALLATION OR USING MILITARY
PERSONNEL OR PROGRAMS. (a) No insurer or insurance producer
may engage in any of the following acts or practices on a military
installation with respect to the in-person, face-to-face solicitation
of life insurance:

1. Knowingly soliciting the purchase of any life insurance
product door to door or without first establishing a specific ap-
pointment for each meeting with the prospective purchaser.

2. Soliciting service members in a group or mass audience or
in a captive audience where attendance is not voluntary.

3. Knowingly making appointments with or soliciting ser-
vice members during their normally scheduled duty hours.

4. Making appointments with or soliciting service members
in barracks, day rooms, unit areas, or transient personnel housing
or in other areas where the installation commander has prohibited
solicitation.

5. Soliciting the sale of life insurance without first obtaining
permission from the installation commander or the commander’s
designee.

6. Posting unauthorized bulletins, notices or advertisements.

7. Fail to present Department of Defense Form 2885, Per-
sonal Commercial Solicitation Evaluation, to service members
solicited or encouraging service members solicited not to com-
plete or submit a Department of Defense Form 2885.

8. Knowingly accepting an application for life insurance or
issuing a policy of life insurance on the life of an enlisted member
of the United States Armed Forces without first obtaining for the
insurer’s files a completed copy of any required form which con-
firms that the applicant has received counseling or fulfilled any
other similar requirement for the sale of life insurance established
by regulations, directives or rules of the Department of Defense
or any branch of the United States Armed Forces.

(b) No insurer or insurance producer may do any of the
following:

1. Use Department of Defense personnel, directly or indi-
rectly, as a representative or agent in any official or business ca-
pacity with or without compensation with respect to the solicita-
tion or sale of life insurance to service members.

2. Participate in any United States Armed Forces sponsored
education or orientation program for the purpose of solicitation
of the sale of life insurance to service members.

(7) PRACTICES DECLARED FALSE, MISLEADING, DECEPTIVE
OR UNFAIR REGARDLESS OF LOCATION. No insurer or insurance
producer may do any of the following regardless of location:

(a) Submit, process or assist in the submission or processing
of any allotment form or similar device used by the United States
Armed Forces to direct a service member’s pay to a third party for
the purchase of life insurance. This includes, but is not limited to,

Ins 2.19

using or assisting in using a service member’s MyPay account or
other similar internet or electronic medium for such purposes.
This subdivision does not prohibit assisting a service member by
providing insurer or premium information necessary to complete
any allotment form.

(b) Knowingly receive funds from a service member for the
payment of premium from a depository institution with which the
service member has no formal banking relationship. For pur-
poses of subsection, a formal banking relationship is established
when the depository institution does all of the following:

1. Provides the service member a deposit agreement and pe-
riodic statements and makes the disclosures required by 12
U.S.C. section 4301 et seq. and the regulations promulgated
thereunder.

2. Permits the service member to make deposits and with-
drawals unrelated to the payment or processing of insurance
premiums.

(c) Employ any device or method or enter into any agreement
whereby funds received from a service member by allotment for
the payment of insurance premiums are identified on the service
member’s leave and earnings statement or equivalent or successor
form as savings or checking and where the service member has
no formal banking relationship as defined in par. (b).

(d) Enter into any agreement with a depository institution for
the purpose of receiving funds from a service member whereby
the depository institution, with or without compensation, agrees
to accept direct deposits from a service member with whom it has
no formal banking relationship.

(e) Use Department of Defense personnel, directly or indi-
rectly, as a representative or agent in any official or unofficial ca-
pacity with or without compensation with respect to the solicita-
tion or sale of life insurance to service members who are junior in
rank or grade, or to the family members of such personnel.

(f) Offer or give anything of value, directly or indirectly, to
Department of Defense personnel to procure their assistance in
encouraging, assisting or facilitating the solicitation or sale of life
insurance to another service member.

(g) Knowingly offer or give anything of value to a service
member with a pay grade of E-4 or below for his or her atten-
dance at any event where an application for life insurance is
solicited.

(h) Advise a service member with a pay grade of E-4 or below
to change his or her income tax withholding or state of legal resi-
dence for the sole purpose of increasing disposable income to
purchase life insurance.

(1) Make any representation, or use any device, title, descrip-
tive name or identifier that has the tendency or capacity to con-
fuse or mislead a service member into believing that the insurer,
insurance producer or product offered is affiliated, connected or
associated with, endorsed, sponsored, sanctioned or recom-
mended by the U.S. Government, the United States Armed
Forces, or any state or federal agency or government entity, in-
cluding, but not limited to, use of any of the following titles: “Bat-
talion Insurance Counselor,” “Unit Insurance Advisor,” “Ser-
vicemen’s Group Life Insurance Conversion Consultant” or “Vet-
eran’s Benefits Counselor.” Nothing is this subdivision shall be
construed to prohibit a person from using a professional designa-
tion awarded after the successful completion of a course of in-
struction in the business of insurance by an accredited institution
of higher learning, including, but are not limited to, Chartered
Life Underwriter, Chartered Financial Consultant, Certified Fi-
nancial Planner, Master of Science in Financial Services, and
Masters of Science of Financial Planning.

(j) Solicit the purchase of any life insurance product through
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the use of or in conjunction with any third party organization that
promotes the welfare of or assists members of the United States
Armed Forces in a manner that has the tendency or capacity to
confuse or mislead a service member into believing that either
the insurer, insurance producer or insurance product is affiliated,
connected or associated with, endorsed, sponsored, sanctioned or
recommended by the U.S. Government or the United States
Armed Forces.

(k) Use or describe the credited interest rate on a life insur-
ance policy in a manner that implies that the credited interest rate
is a net return on premium paid.

(L) Excluding individually issued annuities, misrepresent the
mortality costs of a life insurance product, including stating or
implying that the product costs nothing or is free.

(m) Make any representation regarding the availability, suit-
ability, amount, cost, exclusions or limitations to coverage pro-
vided to a service member or dependents of a service member by
Servicemembers’ Group Life Insurance or Veterans’ Group Life
Insurance, which is false, misleading or deceptive.

(n) Make any representation regarding conversion require-
ments, including the costs of coverage, or exclusions or limita-
tions to coverage of Servicemembers’ Group Life Insurance or
Veterans’ Group Life Insurance to private insurers which is false,
misleading or deceptive.

(0) Suggest, recommend or encourage a service member to
cancel or terminate his or her Servicemembers’ Group Life Insur-
ance or issue a life insurance policy which replaces an existing
Servicemembers’ Group Life Insurance policy unless the replace-
ment will take effect upon or after the service member’s separa-
tion from the United States Armed Forces.

(p) Deploy, use or contract for any lead generating materials
designed exclusively for use with service members that do not
clearly and conspicuously disclose that the recipient will be con-
tacted by an insurance producer, if that is the case, for the purpose
of soliciting the purchase of life insurance.

(q) Fail to disclose that a solicitation for the sale of life insur-
ance will be made when establishing a specific appointment for
an in-person, face-to-face meeting with a prospective purchaser.

(r) Excluding individually issued annuities, fail to clearly and
conspicuously disclose the fact that the product being sold is life
insurance.

(s) Fail to make, at the time of sale or offer to an individual
known to be a service member, the written disclosures required
by 10 U.S.C. 992 note section 10.

(t) Excluding individually issued annuities, when the sale is
conducted in-person face-to-face with an individual known to be
a service member, fail to provide the applicant at the time the ap-
plication is taken all of the following:

1. An explanation of any free look period with instructions
on how to cancel if a policy is issued.

2. Either a copy of the application or a written disclosure.
The copy of the application or the written disclosure shall clearly
and concisely set out the type of life insurance, the death benefit
applied for and its expected first year cost. A basic illustration
that meets the requirements of s. Ins 2.17 shall be deemed suffi-
cient to meet this requirement for a written disclosure.

(u) Excluding individually issued annuities, recommend the
purchase of any life insurance product which includes a side fund
to a service member in pay grades E-4 and below unless the in-
surer and insurance producer have reasonable grounds for believ-
ing that the life insurance death benefit, standing alone, is suit-
able. The offer for sale, or sale, of a life insurance product which
includes a side fund to a service member in pay grades E-4 or be-

Register November 2024 No. 827

WISCONSIN ADMINISTRATIVE CODE 40

low who is currently enrolled in Servicemembers’ Group Life In-
surance is presumed unsuitable unless, after the completion of a
needs assessment, the insurer demonstrates that the applicant’s
Servicemembers’ Group Life Insurance death benefit, together
with any other military survivor benefits, savings and invest-
ments, survivor income, and other life insurance are insufficient
to meet the applicant’s insurable needs for life insurance. For the
purpose of this paragraph:

1. “Insurable needs” are the risks associated with premature
death taking into consideration the financial obligations and im-
mediate and future cash needs of the applicant’s estate, survivors
or dependents.

2. “Other military survivor benefits” include: the Death Gra-
tuity, Funeral Reimbursement, Transition Assistance, Survivor
and Dependents’ Educational Assistance, Dependency and In-
demnity Compensation, TRICARE Healthcare Benefits, Sur-
vivor Housing Benefits and Allowances, Federal Income Tax For-
giveness, and Social Security Survivor Benefits.

(v) Excluding individually issued annuities, offer for sale or
sell any life insurance contract which includes a side fund to an
individual known to be a service member:

1. Unless interest credited accrues from the date of deposit to
the date of withdrawal and permits withdrawals without limit or
penalty;

2. Unless the applicant has been provided with a schedule of
effective rates of return based upon cash flows of the combined
product. For this disclosure, the effective rate of return shall con-
sider all premiums and cash contributions made by the policy-
holder and all cash accumulations and cash surrender values
available to the policyholder in addition to life insurance cover-
age. This schedule shall be provided for at least each policy year
from one to ten and for every fifth policy year thereafter ending at
the earliest of age 100, policy maturity or final expiration; and

3. Which by default diverts or transfers funds accumulated in
the side fund to pay, reduce or offset any premiums due.

(w) Excluding individually issued annuities, offer for sale or
sell any life insurance contract which after considering all policy
benefits, including but not limited to endowment, return of pre-
mium or persistency, does not comply with standard nonforfei-
ture law for life insurance.

(x) Sell any life insurance product to an individual known to
be a service member that excludes coverage if the insured’s death
is related to war, declared or undeclared, or any act related to mil-
itary service except for an accidental death coverage, including a
double indemnity, which may be excluded.

History: CR 07-108: cr. Register March 2009 No. 639, eff. 4-1-09.

Ins 2.20 Unisex nonforfeiture values in certain life
insurance policies. (1) PURPOSE. The purpose of this sec-
tion is to allow insurers who have elected an operative date under
s. 632.43 (6m) (h), Stats., to provide for cash surrender and paid-
up nonforfeiture benefits which do not vary with the sex of the
life insured. Some life insurance policies are subject to the deci-
sion of the United States supreme court in Arizona Governing
Committee v. Norris, 103 Supreme Court Reporter 3492, which
makes it illegal for an employer to make contributions after Au-
gust 1, 1983, to a defined contribution pension plan if the bene-
fits derived from those contributions differ by sex. Separate pro-
visions are set forth in this section for unisex policies that may be
subject to that decision and for unisex policies in general.

(2) Scope. Except as provided for in sub. (4) (b), this section
applies only to those policies issued in this state for which the in-
surer or employer has determined that the implications of Norris
would prohibit the use of cash surrender and paid-up nonforfei-
ture benefits which vary with the sex of the insured.
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(3) DEFINITIONS. (a) “Ix” means the number of lives surviv-
ing to age X.

(b) “1000 gx” means the yearly death rate per thousand at age
X.

(c) 1. “Table A” means the 1980 CSO Mortality Table and
the 1980 CET Mortality Table for male lives, with or without 10-
Year Select Mortality Factors. The yearly death rate per thou-
sand, 1000 gx, for these tables is published in Appendix A and
Appendix B, pages 618 and 619, Volume 33, Transactions of the
Society of Actuaries.

2. “Tables NA and SA” means the corresponding 1980 non-
smoker and smoker mortality tables for male lives.

(d) 1. “Table G” means the 1980 CSO Mortality Table and
the 1980 CET Mortality Table for female lives, with or without
10-Year Select Mortality Factors. The yearly death rate per thou-
sand, 1000 gx, from these tables is published in Appendix A and
Appendix B, pages 618 and 619, Volume 33, Transactions of the
Society of Actuaries.

2. “Tables NG and SG” means the corresponding 1980 non-
smoker and smoker mortality tables for female lives.

(e) 1. “Tables B through F” means the blended 1980 CSO
and 1980 CET Mortality Tables for policies issued on an age
nearest birthday basis with varying proportions of male lives to
total lives. The ratio of male lives to total lives is 80% for Table
B, 60% for Table C, 50% for Table D, 40% for Table E and 20%
for Table F. These tables are published in the proceedings of the
National Association of Insurance Commissioners for the 1983
December meeting, pages 396 last birthday basis, the tables shall
be modified by interpolation between values of 1x.

2. “Tables NB through NF and SB through SF” means the
corresponding 1980 blended nonsmoker and smoker mortality
tables.

(f) “1980 CSO and CET Nonsmoker and Smoker Mortality
Tables”means the mortality tables with separate rates of mortal-
ity for nonsmokers and smokers derived from the 1980 CSO and
1980 CET Mortality Tables and adopted by the NAIC in Decem-
ber 1983. Mortality rates for these tables are published on pp.
406-409, Proceedings of the National Association of Insurance
Commissioners, 1984, Vol. 1, and pp. 521-530 Proceedings of
the National Association of Insurance Commissioners, 1987,
Vol. 1.

(4) CASH VALUE AND PAID-UP NONFORFEITURE BENEFITS.
(a) 1. For any policy of life insurance which falls within sub. (2)
of this section and is delivered or issued for delivery in this state
after the operative date of s. 632.43 (6m) (h), Stats., applicable to
the policy, the cash surrender and paid-up nonforfeiture benefits
provided under the policy may be calculated using one of the sets
of tables designated as Table A through Table G. Tables A and G
may not be used for policies issued on or after January 1, 1985
except where the proportion of persons insured is anticipated to
be 90% or more of one sex or the other or except for certain poli-
cies converted from group insurance. Such group conversions is-
sued on or after January 1, 1986, shall use mortality tables based
on the blend of lives by sex expected for such policies if such
group conversions are considered extensions of the Norris
decision.

2. Inplace of Tables A through G under sub. (1), correspond-
ing Tables NA through NG and SA through SG may be used in
situations where separate rates for nonsmokers and smokers are
used.

(b) 1. An insurer may elect one of the Tables B through F in
lieu of the 1980 CSO and CET tables for all life insurance poli-
cies under which all contractual requirements and guarantees are

Ins 2.30

independent of the sex of the life insured, without regard to any
opinion as to the applicability of Norris; provided that the Table
so elected may not be changed unless the insurer can demonstrate
to the satisfaction of the commissioner that a different Blend is
more appropriate.

2. In lieu of the above, corresponding Tables NB through NF
and SB through SF may be used in situations where separate rates
for nonsmokers and smokers are used.

(5) RESERVES. The minimum reserve standards for life insur-
ance policies are set forth in s. 623.06, Stats., and are not affected

by this section.

History: Emerg. cr. eff. 5-19-84; cr. Register, August, 1984, No. 344, eff. 9-1-84;
r. (6) under s. 13.93 (2m) (b) 16., Stats., Register, December, 1984, No. 348; renum.
(3)(c), (d), (e), (4)(a) and (b) to be (3)(c)1., (d)1., (e)1., (4)(a)l. and (b)1. and am.
(4)(a)l. and (b)1., cr. (3)(c)2., (d)2., (e)2., (f), (4)(a)2. and (b)2., Register, Novem-
ber, 1988, No. 395, eff. 12-1-88.

Ins 2.30 Annuity mortality tables. (1) PURPOSE. The
purpose of this section is to adopt, pursuant to s. 623.06 (2a) (b)
and (d), Stats., mortality tables for use in determining the mini-
mum standard of valuation for annuity and pure endowment
contracts.

(2) DEFINITIONS. (a) “1983 GAM table” means those male
and female group annuity mortality tables adopted for the valua-
tion of group annuity and pure endowment contracts in Decem-
ber of 1983 by the NAIC and published on pages 414-415, NAIC
proceedings, vol. I, 1984.

(b) “1983 table ‘a’” means that mortality table adopted for the
valuation of individual annuity and pure endowment contracts in
June of 1982 by the NAIC and published on page 454, NAIC pro-
ceedings, vol. IT 1982.

(c) “1994 GAR table” means the group annuity reserving ta-
ble adopted for the valuation of group annuity and pure endow-
ment contracts in December of 1996 by the NAIC as published
on pages 866 and 867, vol. XLVII, transactions, society of actuar-
ies, 1995.

(d) “2012 Individual Annuity Mortality Period Life Table” or
“2012 TAM Period Table” means the Period Table containing
loaded mortality rates for calendar year 2012. This table contains
rates, gx2012, developed by the society of actuaries committee
on life insurance research, and published in the 2012 proceedings
of the NAIC, Fall Volume I, pages 149-150.

(e) “2012 IAR Table” means that generational mortality table
developed by the society of actuaries committee on life insurance
research and containing rates, gx2012+n, derived from a combi-
nation of the 2012 IAM Period Table and Projection Scale G2,
using the methodology stated in Section 3m.

(f) “Annuity 2000 mortality table” means those male and fe-
male mortality tables adopted for the valuation of individual an-
nuity and pure endowment contracts in December of 1996 by the
NAIC as published on page 240, vol. XLVII, transactions, society
of actuaries, 1995.

(g) “Generational mortality table” means a mortality table
containing a set of mortality rates that decrease for a given age
from one year to the next based on a combination of a Period ta-
ble and a projection scale containing rates of mortality
improvement.

(h) “NAIC” means the national association of insurance
commissioners.

(i) “Period table” means a table of mortality rates applicable
to a given calendar year.

(j) “Projection Scale G2” or “Scale G2” is a table of annual
rates, G2x, of mortality improvement by age for projecting future
mortality rates beyond calendar year 2012. This table was devel-
oped by the society of actuaries committee on life insurance re-
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search, and published in the 2012 proceedings of the NAIC, Fall
Volume I, pages 151-152.

(3) INDIVIDUAL ANNUITY OR PURE ENDOWMENT CONTRACTS.
(a) The 1983 table ‘a’ may be used to determine the minimum
standard of valuation for any individual annuity or pure endow-
ment contract issued on or after November 8, 1977 but before
January 1, 1986.

(b) Either the 1983 table ‘a’ or the annuity 2000 mortality ta-
ble shall be used to determine the minimum standard of valuation
for any individual annuity or pure endowment contract issued on
or after January 1, 1986 but before January 1, 1999.

(c) Except as provided in par. (d) the annuity 2000 mortality
table shall be used to determine the minimum standard of valua-
tion for any individual annuity or pure endowment contract is-
sued on or after January 1, 1999, but before January 1, 2015.

(cm) Except as provided in par. (d) the 2012 IAR Table may
be used to determine the minimum standard of valuation for any
individual annuity or pure endowment contract issued on or after
January 1, 2015. For any individual annuity or pure endowment
contract issued on or after January 1, 2016, the 2012 IAR Table
shall be used.

(d) The 1983 table a without projection shall be used for de-
termining the minimum standards of valuation for an individual
annuity or pure endowment contract issued on or after January 1,
1999 when the contract is based on life contingencies and is is-
sued to fund periodic benefits arising from any of one of the
following:

1. Settlements of various forms of claims pertaining to court
settlements or out of court settlements from tort actions.

2. Settlements involving similar actions such as worker’s
compensation claims.

3. Settlements of long term disability claims where a tempo-
rary or life annuity has been used in lieu of continuing disability
payments.

(3m) APPLICATION OF THE 2012 IAR TABLE. (a) In using
the 2012 TAR Table, the mortality rate for a person age x in year
(2012 + n) is calculated as follows:

qi012+n — inIZ % (1 _ szy’

(b) The resulting gx 2012+n shall be rounded to three decimal
places per 1,000, e.g., 0.741 deaths per 1,000. The rounding shall
occur according to the formula in par. (a), starting at the 2012 pe-
riod table rate.

Note: For example, for a male age 30, qx 2012 = 0.741.
qx 2013 =0.741 * (1 - 0.010) ~ 1 = 0.73359, which is rounded to 0.734.
qx 2014 = 0.741 * (1 - 0.010) ~ 2 = 0.7262541, which is rounded to 0.726.
Note: A method leading to incorrect rounding would be to calculate gx 2014 as

qx 2013 * (1 — 0.010), or 0.734 * 0.99 = 0.727. It is incorrect to use the already
rounded gx 2013 to calculate gx 2014.

(4) GROUP ANNUITY OR PURE ENDOWMENT CONTRACTS. (a)
Either the 1983 GAM table, the 1983 table ‘a’, or the 1994 GAR
table may be used to value any annuity or pure endowment pur-
chased on or after November 8, 1977 but before January 1, 1986
under a group annuity or pure endowment contract.

(b) Either the 1983 GAM table or the 1994 GAR table shall
be used to determine the minimum standard of valuation for any
annuity or pure endowment contract purchased on or after Janu-
ary 1, 1986 but before January 1, 1999 under a group annuity or
pure endowment contract.

(c) The 1994 GAR table shall be used for determining the
minimum standard of valuation for any annuity or pure endow-
ment contract purchased on or after January 1, 1999 under a
group annuity or pure endowment contract.

Register November 2024 No. 827
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(5) APPLICATION OF 1994 GAR TABLE. (a) In using the 1994
GAR table the mortality rate for a person age x in year (1994 + n)
is calculated as follows:

qx 1994+n — qx 1994 (I'AAX) n

where the q, '"'s and AA,s are as specified in the 1994 GAR
Table.

History: Cr. Register, November, 1985, No. 359, eff. 12-1-85; am. Register, Oc-
tober, 1998, No. 514, eff. 1-1-99; CR 14-076: r. and recr. (2), am. (3) (c), cr. (3)
(cm), (3m) Register August 2015 No. 716, eff. 9-1-15.

Ins 2.35 Smoker and nonsmoker mortality tables
for minimum reserve liabilities and minimum nonfor-
feiture benefits. (1) PURPOSE. This section implements ss.
623.06 (2) (am) 3. and 632.43 (6m) (e) 3. f., Stats., by permitting
the use of mortality tables that reflect differences in mortality be-
tween smokers and nonsmokers. These mortality tables are used
in determining minimum reserve liabilities and minimum cash
surrender values and amounts of paid-up nonforfeiture benefits
for plans of insurance with separate premium rates for smokers
and nonsmokers.

(2) DEFINITIONS. In this section:

(a) “1980 CSO table, with or without 10-year select mortality
factor” means that mortality table, consisting of separate rates of
mortality for male and female lives, incorporated in ss. 623.06 (2)
(am) 3 and 632.43 (6m) (e) 3. f., Stats., and referred to in those
statutes as the commissioner’s 1980 standard ordinary mortality
table, with or without 10-year select mortality factors.

(b) “1980 CET table” means that mortality table consisting of
separate rates of mortality for male and female lives incorporated
in ss. 623.06 (2) (am) 3. and 632.43 (6m) (e) 3. f., Stats., and re-
ferred to in those statutes as the commissioner’s 1980 extended
term insurance table.

(¢) “1980 CSO smoker and nonsmoker mortality tables”
means the mortality tables with separate rates of mortality for
smokers and nonsmokers derived from the tables defined in par.
(a), and adopted by the National Association of Insurance Com-

missioners in December 1983.

Note: Mortality rates for these tables are published on pp. 406-413, Proceedings
of the National Association of Insurance Commissioners, 1984 Vol. 1.

(d) “1980 CET smoker and nonsmoker mortality tables”
means the mortality tables with separate rates of mortality for
smokers and nonsmokers derived from the tables defined in par.
(b), and adopted by the National Association of Insurance Com-
missioners in December 1983.

Note: Mortality rates for these tables are published on pp. 406-413, Proceedings
of the National Association of Insurance Commissioners, 1984 Vol. 1.

(e) “Composite mortality tables” means the mortality tables
defined in pars. (a) and (b), as originally published with rates of
mortality that do not distinguish between smokers and
nonsmokers.

(3) ALTERNATE TABLES. At the option of the company and
subject to the condition that the company use the same select fac-
tors for both smoker and nonsmoker tables, and the conditions
stated in sub. (4), for any policy of insurance delivered or issued
for delivery in this state after the operative date of s. 632.43 (6m)
(h), Stats., for that policy form:

(a) The company may substitute the 1980 CSO smoker and
nonsmoker mortality tables, with or without 10-year select mor-
tality factors for the 1980 CSO table, with or without 10-year se-
lect mortality factors, for use in determining minimum reserve li-
abilities, minimum cash surrender values and amounts of paid-up
nonforfeiture benefits; and

(b) The company may substitute the 1980 CET smoker and
nonsmoker mortality tables for the 1980 CET Table for use in de-


http://docs.legis.wisconsin.gov/code/admin_code
https://docs.legis.wisconsin.gov/document/register/827/B/toc

File inserted into Admin. Code 12-1-2024. May not be current beginning 1 month after insert date. For current adm. code see:
http://docs.legis.wisconsin.gov/code/admin_code

43 COMMISSIONER OF INSURANCE

termining minimum reserve liabilities, minimum cash surrender
values and amounts of paid-up nonforfeiture benefits.

(4) ConDITIONS. For each plan of insurance with separate
rates for smokers and nonsmokers the company may:

(a) Use composite mortality tables to determine minimum re-
serve liabilities, minimum cash surrender values and amounts of
paid-up nonforfeiture benefits;

(b) Use 1980 CSO or 1980 CET smoker and nonsmoker mor-
tality tables to determine the valuation net premiums and addi-
tional minimum reserves, if any, required by s. 623.06 (7), Stats.,
and use composite mortality tables to determine the basic mini-
mum reserves, minimum cash surrender values and amounts of
paid-up nonforfeiture benefits; or

(c) Use 1980 CSO or 1980 CET smoker and nonsmoker mor-
tality tables to determine minimum reserve liabilities and mini-
mum cash surrender values and amounts of paid-up nonforfeiture
benefits.

History: Cr. Register, November, 1988, No. 395, eff. 12-1-88.

Ins 2.40 Annuity contracts without life contingen-
cies. (1) PURPOSE. This section implements and interprets s.
632.66, Stats., by authorizing life insurers to issue annuity con-
tracts without life contingencies and setting forth the conditions
under which these annuity contracts may be issued.

(2) ScoPE. This section applies to all annuity contracts with-
out life contingencies and which are classified as life and disabil-
ity insurance under s. Ins 6.75 (1).

(3) GRANT OF AUTHORITY. A life insurer that holds a valid
certificate of authority to transact the business of life insurance
and annuities in this state may issue in this state annuity contracts
without life contingencies, subject to the following conditions:

(a) No insurer may base the consideration to be paid to the in-
surer for the annuity contract without a life contingency upon the
age or condition of health of the purchaser of the contract or any
other person, or on any mortality or morbidity contingencies.

(b) An insurer shall base the amounts guaranteed to be paid
under an annuity contract without a life contingency upon reason-
able assumptions as to investment income and expenses, deter-
mined in a manner which is equitable to all holders of such
contracts.

(c) An insurer may offer to the public an annuity contract
without a life contingency only through licensed intermediaries
or directly by the insurer.

(4) APPLICABLE STATUTES AND ADMINISTRATIVE RULES. An
annuity contract without a life contingency is deemed to be an an-
nuity for purposes of chs. 600 to 645, Stats., and all rules adopted
thereunder, including, but not limited to, ch. 623, Stats., ss.
631.20 to 631.27, Stats., and ss. Ins 2.07, 2.15, 6.05, and 51.80.

History: Cr. Register, December, 1988, No. 396, eff. 1-1-89; correction in (4)
made under s. 13.93 (2m) (b) 7., Stats., Register, June, 1999, No. 522.

Ins 2.45 Charitable organizations; insurable inter-
est. (1) PURPOSE. The purpose of this section is to interpret s.
631.07, Stats., with respect to the insurable interest of charitable
organizations. This section does not limit or abridge any insur-
able interest existing at common law or by statute.

(2) Scope. This section applies to life insurance policies is-
sued in this state, including, but not limited to, policies in force on
March 1, 1994.

(3) DEFINITIONS. In this section:

(a) “Charitable organization” means an organization de-
scribed in 26 USC 170 (c) or 26 USC 501 (¢) (3).

(b) “Life insurance” includes endowment policies and
annuities.

Ins 2.80

(4) INSURABLE INTEREST. A charitable organization may be
the applicant, owner or beneficiary of a life insurance policy is-
sued on the life of any individual. A charitable organization is
deemed to have an insurable interest in the individual. For insur-
ance applied for on or after March 1, 1994, the charitable organi-
zation has an insurable interest only if it obtains the consent of
the individual in writing or by other means authorized by com-
mon law or by statute.

History: Cr. Register, February, 1994, No. 458, eff. 3-1-94.

Ins 2.80 Valuation of life insurance policies. (1)
PURPOSE. (a) This section establishes minimum standards under
ch. 623, Stats., for life insurance policy reserves by providing ta-
bles of select mortality factors, establishing rules concerning a
minimum standard for the valuation of plans with non-level pre-
miums or benefits, and establishing rules concerning a minimum
standard for the valuation of plans with secondary guarantees.

(b) The method for calculating basic reserves defined in this
section constitutes the commissioner’s reserve valuation method
for policies to which this section is applicable.

(2) ScopEe. This section applies to all life insurance policies,
wherever sold, with or without nonforfeiture values, issued on or
after January 1, 2000, subject to the following exceptions and
conditions:

(a) This section does not apply to any individual life insurance
policy issued on or after January 1, 2000, if the policy is issued in
accordance with and as a result of the exercise of a reentry provi-
sion contained in the original life insurance policy of the same or
greater face amount that was issued before January 1, 2000 that
guarantees the premium rates of the new policy. This section also
does not apply to subsequent policies issued as a result of the ex-
ercise of such a provision in the new policy.

(b) This section does not apply to any of the following:

1. Any universal life policy that meets all the following
requirements:

a. The secondary guarantee period, if any, is 5 years or less.

b. The specified premium for the secondary guarantee pe-
riod is not less than the net level reserve premium for the sec-
ondary guarantee period based on the CSO valuation tables as
defined in sub. (3) (f) and the applicable valuation interest rate.

c. The initial surrender charge is not less than 100% of the
first year annualized specified premium for the secondary guar-
antee period.

2. Any variable life insurance policy that provides for life in-
surance, the amount or duration of which varies according to the
investment experience of any separate account or accounts.

3. Any variable universal life insurance policy that provides
for life insurance, the amount or duration of which varies accord-
ing to the investment experience of any separate account or
accounts.

4. Group life insurance certificates, unless the certificates
provide for a stated or implied schedule of maximum gross pre-
miums required in order to continue coverage in force for a period
in excess of one year.

(c) Calculation of the minimum valuation standard for poli-
cies with guaranteed nonlevel gross premiums or guaranteed
nonlevel benefits, other than universal life policies, or both, shall
be in accordance with the provisions of sub. (5).

(d) Calculation of the minimum valuation standard for flexi-
ble premium and fixed premium universal life insurance policies,
that contain provisions resulting in the ability of a policyholder to
keep a policy in force over a secondary guarantee period shall be
in accordance with the provisions of sub. (6).
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(e) This section applies to policies that are subject to s. Ins
2.81 in the manner specified in that section.

(3) DEFINITIONS. In this section:

(a) “Basic reserves” means reserves calculated in accordance
with the principles of s. 623.06 (3), Stats.

(b) “Contract segmentation method” means the method of di-
viding the period from issue to mandatory expiration of a policy
into successive segments, with the length of each segment being
defined as the period from the end of the prior segment, or from
policy inception for the first segment, to the end of the latest pol-
icy year as determined below. All calculations are made using the
1980 CSO valuation table and, if elected, the optional minimum
mortality standard for deficiency reserves in sub. (4) (b). The
length of a particular contract segment shall be set equal to the
minimum of the value t for which Gt is greater than Rt. If Gt
never exceeds Rt the segment length is deemed to be the number
of years from the beginning of the segment to the mandatory ex-
piration date of the policy. Gt and Rt are defined as follows:

GPyiitt

Gt GPx+k+t -1
where:

x = original issue age;

k = the number of years from the date of issue to the beginning
of the segment;

t = the number of years from the beginning of the segment

=1,2,..;tisreset to 1 at the beginning of each segment;

GP, .1 = Guaranteed gross premium per thousand of face
amount, ignoring policy fees only if level for the premium paying
period of the policy, for year t of the segment.

However, if GP, 4, is greater than 0 and GP,,y,,, is equal to 0,
G, shall be deemed to be 1000. If GP,,,, and GP,,,,., are both
equal to 0, G, shall be deemed to be 0.

Qx4+k+t
Ri=—""
Ox4k+t—1

however, R, may be increased or decreased by one percent in
any policy year, at the insurer’s option, but R, may not be less than
one;

where:

x, k and t are as defined above, and

Qx+kee1 = Valuation mortality rate for deficiency reserves in pol-
icy year k+t but using the mortality of sub. (4) (b) 2. if sub. (4) (b)

3. is elected for deficiency reserves.

Note: The purpose of the one percent tolerance in the R factor is to prevent irra-
tional segment lengths due to such things as premium rounding. For example, con-
sider a plan in which gross premiums are designed at some point to be a ratio times
the underlying ultimate mortality rates, where the ratio varies by issue age. The re-
sulting segments may be greater than one year, because the gross premiums are not
expressed in fractional cents. The tolerance factor allows the creation of one-year
segments for a plan in which premiums parallel the underlying valuation mortality
table.

(c) “Deficiency reserves” means the excess, if greater than
zero, of minimum reserves calculated in accordance with the
principles of s. 623.06 (7), Stats., over basic reserves.

(d) “Guaranteed gross premiums” means the premiums under
a policy of life insurance that are guaranteed and determined at
issue.

(e) “Maximum valuation interest rates” means the interest
rates defined in s. 623.06 (2m), Stats., that are to be used in deter-
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mining the minimum standard for the valuation of life insurance
policies.

(f) “1980 CSO valuation table” means the commissioner’s’
1980 standard ordinary mortality table without 10-year select
mortality factors, incorporated into the 1980 amendments to the
national association of insurance commissioner’s standard valua-
tion law, as provided in s. 623.06 (2) (am), Stats., and variations
of the 1980 CSO valuation table approved by the national associ-
ation of insurance commissioners, such as the unisex and smoker
and non-smoker versions approved in December 1983 and
adopted by ss. Ins 2.20 and 2.35.

Note: This paragraph defines the 1980 CSO valuation table without the existing
10 year select mortality factors to assure that, if select mortality factors are elected,
only one set of factors may be applied to the base valuation mortality table.

(g) “Scheduled gross premium” means the smallest illustrated
gross premium at issue for other than universal life insurance
policies. For universal life insurance policies, “scheduled gross
premium” means the smallest specified premium described in
sub. (6) (c), if any, or else the minimum prescribed in sub. (6) (d).

(h) “Segmented reserves” means reserves, calculated using
segments produced by the contract segmentation method, equal
to the present value of all future guaranteed benefits less the
present value of all future net premiums to the mandatory expira-
tion of a policy, where the net premiums within each segment are
a uniform percentage of the respective guaranteed gross premi-
ums within the segment. The uniform percentage for each seg-
ment is such that, at the beginning of the segment, the present
value of the net premiums within the segment is calculated in the
following manner:

1. The present value of the death benefits within the seg-
ment, plus

2. The present value of any unusual guaranteed cash value,
as provided in sub. (5) (g), occurring at the end of the segment,
less

3. Any usual guaranteed cash value occurring at the start of
the segment, plus

4. For the first segment only, the excess of subd. 4. a. over
subd. 4. b., as follows:

a. A net level annual premium equal to the present value, at
the date of issue, of the benefits provided for in the first segment
after the first policy year, divided by the present value, at the date
of issue, of an annuity of one per year payable on the first and
each subsequent anniversary within the first segment on which a
premium falls due. However, the net level annual premium may
not exceed the net level annual premium on the 19-year premium
whole life plan of insurance of the same renewal year equivalent
level amount at an age one year higher than the age at issue of the
policy.

b. A net one-year term premium for the benefits provided for
in the first policy year.

5. The length of each segment is determined by the contract
segmentation method.

6. The interest rates used in the present value calculations for
any policy may not exceed the maximum valuation interest rate,
determined with a guarantee duration equal to the sum of the
length of all segments of the policy.

7. For both basic reserves and deficiency reserves computed
by the contract segmentation method, present values shall include
future benefits and net premiums in the current segment and in
all subsequent segments.

Note: The segmentation requirement should not be limited to plans with no cash
surrender values; otherwise companies could avoid segmentation entirely by design-
ing policies with minimal (positive) cash values. Segmentation for plans with cash
surrender values should be based solely upon gross premium levels. Basing seg-
mentation upon the level of cash surrender values introduces complications because
of the interrelationship between minimum cash surrender values and gross premium
patterns. The requirements of this section relating to reserves or plans with unusual
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cash values and to reserves if cash values exceed calculated reserves serve to link re-
quired reserves and cash surrender values. The calculation of segmented reserves
shall not be linked to the occurrence of a positive unitary terminal reserve at the end
of a segment. The requirement of this section to hold the greater of the segmented
reserve or the unitary reserve eliminates the need for any linkage.

(i) “Tabular cost of insurance” means the net single premium
at the beginning of a policy year for one-year term insurance in
the amount of the guaranteed death benefit in that policy year.

(j) “Ten-year select factors” means the select factors adopted
with the 1980 amendments to the national association of insur-
ance commissioner’s standard valuation law as provided in s.
623.06 (2) (am), Stats.

(k) “Unitary reserves” means the present value of all future
guaranteed benefits less the present value of all future modified
net premiums, where all of the following occur:

1. Guaranteed benefits and modified net premiums are con-
sidered to the mandatory expiration of the policy.

2. Modified net premiums are a uniform percentage of the
respective guaranteed gross premiums, where the uniform per-
centage is such that, at issue, the present value of the net premi-
ums equals the present value of all death benefits and pure en-
dowments, plus the excess of:

a. A net level annual premium equal to the present value, at
the date of issue, of the benefits provided for after the first policy
year, divided by the present value, at the date of issue, of an annu-
ity of one year payable on the first and each subsequent anniver-
sary of the policy on which a premium falls due. However, the
net level annual premium may not exceed the net level annual pre-
mium on the 19-year premium whole life plan of insurance of the
same renewal year equivalent level amount at an age one year
higher than the age at issue of the policy, over

b. A net one-year term premium for the benefits provided for
the first policy year.

3. The interest rates used in the present value calculations for
any policy may not exceed the maximum valuation interest rate,
determined with a guarantee duration equal to the length from is-
sue to the mandatory expiration of the policy.

Note: The purpose of this paragraph is to define as specifically as possible what
has become commonly called the unitary method. The national association of insur-
ance commissioners standard valuation law does not define the term “unitary” for
policies with nonlevel premiums or benefits; its requirements for reserves “com-
puted by a method that is consistent with the principles of the national association of
insurance commissioners standard valuation law” has not been uniformly
interpreted.

(L) “Universal life insurance policy” means any individual
life insurance policy under the provisions of which separately
identified interest credits, other than in connection with dividend
accumulations, premium deposit funds, or other supplementary
accounts, and mortality or expense charges are made to the
policy.

(4) GENERAL CALCULATION REQUIREMENTS FOR BASIC RE-
SERVES AND PREMIUM DEFICIENCY RESERVES. (a) At the elec-
tion of the insurer for any one or more specified plans of life in-
surance, the minimum mortality standard for basic reserves may
be calculated using the 1980 CSO valuation table with select
mortality factors. If select mortality factors are elected, they may
be any of the following:

1. The 10-year select mortality factors incorporated into the
1980 amendments to the national association of insurance com-
missioners standard valuation law, as provided in s. 623.06 (2)
(am), Stats.

2. The select mortality factors in the tables at pages 18
through 35 of the national association of insurance commission-
ers valuation of life insurance policies model regulation updated
and published by the national association of insurance commis-
sioners model regulation service in april 1999.

Note: The select mortality factors for durations 1 through 15 in the tables at
pages 18 through 35 of the national association of insurance commissioners valua-
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tion of life insurance policies model regulation updated and published by the na-
tional association of insurance commissioners model regulation service in april
1999 reflect the society of actuaries’ data for the years 1983 through 1986 (desig-
nated as “83-86 SOA inter-company experience” in the tables), split by sex and
smoking status, with fifteen years of select mortality improvement, based on the so-
ciety of actuaries’ projection scale A applied. A 50% margin was added. The fac-
tors were then graded to the 1980 CSO valuation table over the next five durations.
A 50% margin was deemed appropriate to provide a reasonable margin, with little
likelihood that actual experience for significant blocks of business would exceed it.

(b) Deficiency reserves, if any, are calculated for each policy
as the excess, if greater than zero, of the quantity A over the basic
reserve. The quantity A is obtained by recalculating the basic re-
serve for the policy using guaranteed gross premiums instead of
net premiums when the guaranteed gross premiums are less than
the corresponding net premiums. At the election of the insurer
for any one or more specified plans of insurance, the quantity A
and the corresponding net premiums used in the determination of
quantity A may be based upon the 1980 CSO valuation table with
select mortality factors. If select mortality factors are elected,
they may be any of the following:

1. The 10-year select mortality factors incorporated into
1980 amendments to the national association of insurance com-
missioners standard valuation law.

2. The select mortality factors in the tables at pages 18
through 35 of the national association of insurance commission-
ers valuation of life insurance policies model regulation updated
and published by the national association of insurance commis-
sioners model regulation service in april 1999.

Note: The select mortality factors in the tables at pages 18 through 35 of the na-
tional association of insurance commissioners valuation of life insurance policies
model regulation updated and published by the national association of insurance
commissioners model regulation service in April 1999 do not reflect the underwrit-
ing risk classes that have evolved since the period of the underlying experience. In
light of this consideration, and the recent recognition of the regulatory value of actu-
arial opinions, this section allows actuarial judgement to be used for deficiency
reserves.

3. For durations in the first segment, X % of the select mor-
tality factors in the tables at pages 18 through 35 of the national
association of insurance commissioners valuation of life insur-
ance policies model regulation updated and published by the na-
tional association of insurance commissioners model regulation
service in April 1999, subject to all of the following:

a. X may vary by policy year, policy form, underwriting clas-
sification, issue age, or any other policy factor expected to affect
mortality experience.

d. X is such that, when using the valuation interest rate used
for basic reserves, the actuarial present value of future death ben-
efits calculated using the mortality rates resulting from the appli-
cation of X is greater than or equal to the actuarial present value
of future death benefits calculated using anticipated mortality ex-
perience without recognition of mortality improvement beyond
the valuation date.

e. X is such that the mortality rates resulting from the appli-
cation of X are at least as great as the anticipated mortality expe-
rience, without recognition of mortality improvement beyond the
valuation date, in each of the first 5 years after the valuation date.

f. The appointed actuary shall increase X at any valuation
date where it is necessary to continue to meet all the requirements
of this subdivision.

g. The appointed actuary may decrease X at any valuation
date as long as X continues to meet all the requirements of this
subdivision.

h. The appointed actuary shall specifically take into account
the adverse effect on expected mortality and lapsation of any an-
ticipated or actual increase in gross premiums.

i. If X is less than 100% at any duration for any policy, the
appointed actuary shall annually prepare an actuarial opinion and
memorandum for the company in conformance with the require-
ments of s. Ins 50.78; the appointed actuary shall disclose in the
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regulatory asset adequacy issues summary the impact of any in-
sufficiency of assets to support the payment of benefits and ex-
penses and the establishment of statutory reserves during one or
more interim periods; and the appointed actuary shall annually
offer an opinion for all policies subject to this section as to
whether the mortality rates resulting from the application of X
meet the requirements of this subdivision. This opinion shall be
supported by an actuarial report, subject to appropriate actuarial
standards of practice promulgated by the actuarial standards
board of the American academy of actuaries. It shall reflect an-
ticipated future mortality, without recognition of mortality im-
provement beyond the valuation date, taking into account relevant
emerging experience.

(c) This paragraph applies to both basic reserves and defi-
ciency reserves. Any set of select mortality factors may be used
only for the first segment. However, if the first segment is less
than 10 years, the appropriate 10-year select mortality factors in-
corporated into the 1980 amendments to the national association
of insurance commissioners standard valuation law, as provided
in s. 623.06 (2) (am), Stats., may be used thereafter through the
10th policy year from the date of issue.

Note: This section does not allow the use of the select mortality factors beyond
the first segment. The rationale is that the result of a premium increase that is suffi-
cient to require a new segment will be increased lapsation, leading to mortality dete-
rioration after the increase. However, this section allows the use of the ten-year se-
lect mortality factors incorporated into the 1980 amendments to the national associ-
ation of insurance commissioners standard valuation law, see s. 623.06 (2) (am),
Stats., beyond the first segment (but in no case beyond the tenth policy year) in
recognition that the mortality deterioration is unlikely to occur to a significant de-
gree within the first 10 years.

(d) In determining basic reserves or deficiency reserves, guar-
anteed gross premiums without policy fees may be used where
the calculation involves the guaranteed gross premium but only if
the policy fee is a level dollar amount after the first policy year.
In determining deficiency reserves, policy fees may be included
in guaranteed gross premiums even if not included in the actual
calculation of basic reserves.

(e) Reserves for policies that have changes to guaranteed
gross premiums, guaranteed benefits, guaranteed charges, or
guaranteed credits that are unilaterally made by the insurer after
issue and that are effective for more than one year after the date of
the change shall be the greatest of the following:

1. Reserves calculated ignoring the guarantee.

2. Reserves assuming the guarantee was made at issue.

3. Reserves assuming that the policy was issued on the date
of the guarantee.

(f) The commissioner may require that the company docu-
ment the extent of the adequacy of reserves for specified blocks,
including but not limited to policies issued prior to the effective
date of this regulation. This documentation may include a
demonstration of the extent to which aggregation with other non-
specified blocks of business is relied upon in the formation of the
appointed actuary opinion pursuant to and consistent with the re-
quirements of s. Ins 50.78.

(5) CALCULATION OF MINIMUM VALUATION STANDARD FOR
POLICIES WITH GUARANTEED NONLEVEL GROSS PREMIUMS OR
GUARANTEED NONLEVEL BENEFITS, OTHER THAN UNIVERSAL
LIFE POLICIES. (a) Basic reserves shall be calculated as the
greater of the segmented reserves and the unitary reserves. Both
the segmented reserves and the unitary reserves for any policy
shall use the same 1980 CSO valuation table and the same select
mortality factors. At the option of the insurer, in calculating seg-
mented reserves and net premiums, either of the following adjust-
ments may be made:

1. Treat the unitary reserve, if greater than zero, applicable at
the end of each segment as a pure endowment and subtract the
unitary reserve, if greater than zero, applicable at the beginning
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of each segment from the present value of guaranteed life insur-
ance and endowment benefits for each segment.

2. Treat the guaranteed cash surrender value, if greater than
zero, applicable at the end of each segment as a pure endowment
and subtract the guaranteed cash surrender value, if greater than
zero, applicable at the beginning of each segment from the
present value of guaranteed life insurance and endowment bene-
fits for each segment.

(b) The deficiency reserve at any duration shall be calculated
as follows:

1. Using unitary reserves if the corresponding basic reserve
determined by par. (a) is unitary.

2. Using segmented reserves if the corresponding basic re-
serve determined by par. (a) is segmented.

3. Using segmented reserves if the corresponding basic re-
serve determined by par. (a) is equal to both the segmented re-
serve and the unitary reserve.

(c) Paragraphs (b), (d), and (e) shall apply to any policy for
which the guaranteed gross premium at any duration is less than
the corresponding modified net premium calculated by the
method used in determining the basic reserves, but using the min-
imum valuation standards of mortality specified in sub. (4) (b)
and rate of interest.

(d) Deficiency reserves, if any, shall be calculated for each
policy as the excess, if greater than zero, for the current and all re-
maining periods, of the quantity A over the basic reserve, where
A is obtained as indicated in sub. (4) (b).

(e) For deficiency reserves determined on a contract segmen-
tation method, the quantity A is determined using segment
lengths equal to those determined for segmented basic reserves.

(f) Basic reserves may not be less than the tabular cost of in-
surance for the balance of the policy year, if mean reserves are
used. Basic reserves may not be less than the tabular cost of in-
surance for the balance of the current modal period or to the paid-
to-date, if later, but not beyond the next policy anniversary, if
mid-terminal reserves are used. The tabular cost of insurance
shall use the same valuation mortality table and interest rates as
that used for the calculation of the segmented reserves. However,
if select mortality factors are used, they shall be the ten-year se-
lect factors incorporated into the 1980 amendments of the na-
tional association of insurance commissioners standard valuation
law. In no case may total reserves, including basic reserves, defi-
ciency reserves and any reserves held for supplemental benefits
that would expire upon contract termination, be less than the
amount that the policyowner would receive (including the cash
surrender value of the supplemental benefits, if any) exclusive of
any deduction for policy loans, upon termination of the policy.

(g) For any policy with an unusual pattern of guaranteed cash
surrender values, the reserves actually held prior to the first un-
usual guaranteed cash surrender value may not be less than the
reserves calculated by treating the first unusual guaranteed cash
surrender value as a pure endowment and treating the policy as an
n-year policy providing term insurance plus a pure endowment
equal to the unusual cash surrender value, where n is the number
of years from the date of issue to the date the unusual cash surren-
der value is scheduled.

Note: This requirement is independent of both the segmentation process and the
unitary process. After the greater of the segmented or the unitary reserve has been
determined, then pars. (g), (h), and (i) impose an additional floor of the ultimate re-
serve. The purpose of pars. (g), (h) and (i) is to assure adequate funding of signifi-
cant increases in guaranteed cash surrender values.

(h) The reserves actually held subsequent to any unusual guar-
anteed cash surrender value may not be less than the reserves cal-
culated by treating the policy as an n-year policy providing term
insurance plus a pure endowment equal to the next unusual guar-
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anteed cash surrender value, and treating any unusual guaranteed
cash surrender value at the end of the prior segment as a net sin-
gle premium, where all of the following apply:

1. nis the number of years from the date of the last unusual
guaranteed cash surrender value prior to the valuation date to the
earlier of the date of the next unusual guaranteed cash surrender
value, if any, that is scheduled after the valuation date or the
mandatory expiration date of the policy.

2. The net premium for a given year during the n-year period
is equal to the product of the net-to-gross ratio and the respective
gross premium.

3. The net-to-gross ratio is equal to the present value, at the
beginning of the n-year period, of death benefits payable during
the n-year period plus the present value, at the beginning of the n-
year period, of the next unusual guaranteed cash surrender value,
if any, minus the amount of the last unusual guaranteed cash sur-
render value, if any, scheduled at the beginning of the n-year pe-
riod divided by the present value, at the beginning of the n-year
period, of the scheduled gross premiums payable during the n-
year period.

(1) For purposes of pars. (g) and (h), a policy is considered to
have an unusual pattern of guaranteed cash surrender values if
any future guaranteed cash surrender value exceeds the prior
year’s guaranteed cash surrender value by more than the sum of
all of the following:

1. One hundred ten percent of the scheduled gross premium
for that year.

2. One hundred ten percent of one year’s accrued interest on
the sum of the prior year’s guaranteed cash surrender value and
the scheduled gross premium using the nonforfeiture interest rate
used for calculating policy guaranteed cash surrender values.

3. Five percent of the first policy year surrender charge, if
any.

(j) At the option of the insurer, the following approach for re-
serves on yearly renewable term reinsurance may be used:

1. Calculate the valuation net premium for each future policy
year as the tabular cost of insurance for that future year.

2. Basic reserves may not be less than the tabular cost of in-
surance for the appropriate period, as defined in par. (f).

3. For deficiency reserves for each policy year, calculate the
excess, if greater than zero, of the valuation net premium over the
respective maximum guaranteed gross premium. Deficiency re-
serves may not be less than the sum of the present values, at the
date of valuation, of the excesses determined in accordance with
this subdivision.

4. For purposes of this paragraph, the calculations use the
maximum valuation interest rate and the 1980 CSO valuation ta-
ble with or without 10-year select mortality factors.

5. A reinsurance agreement shall be considered yearly re-
newable term reinsurance for purposes of this paragraph if only
the mortality risk is reinsured.

6. If the assuming company chooses this optional exemption,
The ceding company’s reserve credit shall be limited to the
amount of reserve held by the assuming company for the affected
policies.

Note: Traditional reserves for yearly renewable term reinsurance, the calcula-
tions of which par. (j) describes, are already adequate and sufficient. However,

without this option, yearly renewable term reinsurance would be subject to the more
complex segmentation calculations.

(k) At the option of the insurer, the following approach for re-
serves for attained-age-based yearly renewable term life insur-
ance policies may be used:

1. Calculate the valuation net premium for each future policy
year as the tabular cost of insurance for that future year.
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2. Basic reserves may not be less than the tabular cost of in-
surance for the appropriate period, as defined in par. (f).

3. For deficiency reserves for each policy year, calculate the
excess, if greater than zero, of the valuation net premium over the
respective maximum guaranteed gross premium. Deficiency re-
serves may not be less than the sum of the present values, at the
date of valuation, of the excesses determined in accordance with
this subdivision.

4. For purposes of this paragraph, the calculations use the
maximum valuation interest rate and the 1980 CSO valuation ta-
ble with or without 10-year select mortality factors.

5. A policy shall be considered an attained-age-based yearly
renewable term life insurance policy for purposes of this para-
graph if both of the following apply:

a. The premium rates, on both the initial current premium
scale and the guaranteed maximum premium scale, are based
upon the attained age of the insured such that the rate for any
given policy at a given attained age of the insured is independent
of the year the policy was issued.

b. The premium rates, on both the initial current premium
scale and the guaranteed maximum premium scale, are the same
as the premium rates for policies covering all insureds of the
same sex, risk class, plan of insurance and attained age.

6. For policies that become attained-age-based yearly renew-
able term policies after an initial period of coverage, the approach
of this paragraph may be used after the initial period if both the
following apply:

a. The initial period is either constant or runs to a common
attained age for all insureds of the same sex, risk class and plan of
insurance.

b. After the initial period of coverage, the policy meets the
conditions of subd. 5.

7. If the election in this paragraph is made, this approach
shall be applied in determining reserves for all attained-age-
based yearly renewable term life insurance policies issued on or
after the effective date of this section.

Note: Traditional reserves for attained-age-based yearly renewable term policies,
the calculations of which this paragraph describes, are already adequate and suffi-
cient. However, without this option, these policies would be subject to the more
complex segmentation calculations.

(L) Unitary basic reserves and unitary deficiency reserves
need not be calculated for a policy if all of the following condi-
tions are met:

1. The policy consists of a series of n-year periods, including
the first period and all renewal periods, where n is the same for
each period, except that for the final renewal period, n may be
truncated or extended to reach the expiry age, provided that this
final renewal period is less than 10 years and less than twice the
size of the earlier n-year periods, and for each period, the pre-
mium rates on both the initial current premium scale and the
guaranteed maximum premium scale are level.

2. The guaranteed gross premiums in all n-year periods are
not less than the corresponding net premiums based upon the
1980 CSO valuation table with or without the 10-year select mor-
tality factors.

3. There is no cash surrender value in any policy year.

Note: Without this exemption, companies issuing certain n-year renewable term
policies could be forced to hold reserves higher than n-year term reserves, even
though in many cases gross premiums are well above valuation mortality rates.

(m) Unitary basic reserves and unitary deficiency reserves
need not be calculated for a juvenile policy if, based upon the ini-
tial current premium scale at issue, all of the following conditions
are met:

1. Atissue, the insured is age 24 or younger.
2. Until the insured reaches the end of the juvenile period,
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which shall occur at or before age 25, the gross premiums and
death benefits are level, and there are no cash surrender values.
3. After the end of the juvenile period, gross premiums are
level for the remainder of the premium-paying period, and death
benefits are level for the remainder of the life of the policy.

Note: The jumping juvenile policy described has traditionally been valued in two
segments. This exemption will allow that practice to continue without requiring the
calculation of reserves on a unitary basis. However, within each segment, both basic
and deficiency reserves shall comply with the segmented reserve requirements.

(6) CALCULATION OF MINIMUM VALUATION STANDARD FOR
FLEXIBLE PREMIUM AND FIXED PREMIUM UNIVERSAL LIFE INSUR-
ANCE POLICIES THAT CONTAIN PROVISIONS RESULTING IN THE
ABILITY OF A POLICYOWNER TO KEEP A POLICY IN FORCE OVER A
SECONDARY GUARANTEE PERIOD. (a) Policies with a secondary
guarantee include any of the following:

1. A policy with a guarantee that the policy will remain in
force at the original schedule of benefits subject only to the pay-
ment of specified premiums.

2. A policy in which the minimum premium at any duration
is less than the corresponding one-year valuation premium, calcu-
lated using the maximum valuation interest rate and the 1980
CSO valuation table with or without 10-year select mortality
factors.

3. A policy with any combination of the features described in
subds. 1. and 2.

(b) A secondary guarantee period is the period for which the
policy is guaranteed to remain in force subject only to a sec-
ondary guarantee. When a policy contains more than one sec-
ondary guarantee, the minimum reserve shall be the greatest of
the respective minimum reserves at that valuation date of each
unexpired secondary guarantee, ignoring all other secondary
guarantees. Secondary guarantees that are unilaterally changed
by the insurer after issue shall be considered to have been made at
issue. Reserves described in pars. (g) and (h) shall be recalcu-
lated from issue to reflect these changes.

(c) Specified premiums mean the premiums specified in the
policy, the payment of which guarantees that the policy will re-
main in force at the original schedule of benefits, but which oth-
erwise would be insufficient to keep the policy in force in the ab-
sence of the guarantee if maximum mortality and expense
charges and minimum interest credits were made and any appli-
cable surrender charges were assessed.

(d) For purposes of this subsection, the minimum premium
for any policy year is the premium that, when paid into a policy
with a zero account value at the beginning of the policy year, pro-
duces a zero account value at the end of the policy year. The min-
imum premium calculation shall use the policy cost factors, in-
cluding mortality charges, loads and expense charges, and the in-
terest crediting rate, which are all guaranteed at issue.

(e) The one-year valuation premium means the net one-year
premium based upon the original schedule of benefits for a given
policy year. The one-year valuation premiums for all policy years
are calculated at issue. The select mortality factors defined in
sub. (4) (a) 2. and sub. (4) (b) 2. and 3. may not be used to calcu-
late the one-year valuation premiums.

(f) The 1-year valuation premium should reflect the frequency
of fund processing, as well as the distribution of deaths assump-
tion employed in the calculation of the monthly mortality charges
to the fund.

(g) Basic reserves for the secondary guarantees shall be the
segmented reserves for the secondary guarantee period. In calcu-
lating the segments and the segmented reserves, the gross premi-
ums shall be set equal to the specified premiums, if any, or other-
wise to the minimum premiums, that keep the policy in force and
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the segments shall be determined according to the contract seg-
mentation method.

(h) Deficiency reserves, if any, for the secondary guarantees
shall be calculated for the secondary guarantee period in the
same manner as described in sub. (5) (b), (¢), (d), and (e) with
gross premiums set equal to the specified premiums, if any, or
otherwise to the minimum premiums that keep the policy in
force.

(1) The minimum reserves during the secondary guarantee pe-
riod are the greater of the following:
1. The basic reserves for the secondary guarantee plus the
deficiency reserve, if any, for the secondary guarantees.
2. The minimum reserves required by other rules governing
universal life plans.

Note: The tables at pages 21 through 43 of the national association of insurance
commissioners valuation of life insurance policies model regulation updated and
published by the national association of insurance commissioners model regulation
service in April 1999 contains tables of select mortality factors that are the bases to
which the respective percentage of sub. (4) (a) 2., (b) 2., and 3. are applied. The 6 ta-
bles of select mortality factors include: (1) male aggregate, (2) male nonsmoker, (3)
male smoker, (4) female aggregate, (5) female nonsmoker, and (6) female smoker.
These tables apply to both age last birthday and age nearest birthday mortality
tables.

For sex-blended mortality tables, compute select mortality factors in the same
proportion as the underlying mortality. For example, for the 1980 CSO-B Table, the
calculated select mortality factors are 80% of the appropriate male table in the tables
at pages 18 through 35 of the national association of insurance commissioners valu-
ation of life insurance policies model regulation updated and published by the na-
tional association of insurance commissioners model regulation service in April
1999, plus 20% of the appropriate female table in the tables at pages 18 through 35
of the national association of insurance commissioners valuation of life insurance
policies model regulation updated and published by the national association of in-
surance commissioners model regulation service in April 1999.

Section Ins 2.20 allows the use of sex-blended mortality table for the purposes of
determining nonforfeiture values, but sex-blended tables are not allowed for the pur-
poses of valuing minimum reserve liabilities under s. Ins 2.80 or s. 623.06, Stats.

Note: Copies of the tables at pages 21 through 43 of the national association of
insurance commissioners valuation of life insurance policies model regulation up-
dated and published by the national association of insurance commissioners model
regulation service in April 1999 for use with s. Ins 2.80, Wis. Adm. Code, are avail-
able from the Office of the Commissioner of Insurance, P.O. Box 1768, Madison
WI53707-7873 or from the OCI website: http://oci.wi.gov, at information for com-
panies, OCI rule-making information.

History: Cr. Register, March, 1998, No. 507, eff. 1-1-99; r. and recr. Register,
June, 1999, No. 522, eff. 7-1-99; CR 04-071: cr. (2) (e), am. (4) (b) 3. (intro.), r. Ap-
pendix I, Register December 2004 No. 588, eff. 1-1-05; CR 14-008: r. (4) (b) 3. b.,
c.,am. (4) (b) 3. g., i. Register August 2014 No. 704, eff. 9-1-14.

Ins 2.81 Recognition of the 2001 CSO mortality ta-
ble for use in determining minimum reserve liabilities
and nonforfeiture benefits. (1) AUTHORITY. This section
is promulgated by the commissioner of insurance pursuant to s.
623.06 (2) (am) 3, Stats., standard valuation law, and s. 632.43
(6m) (e) 3. f., Stats., standard nonforfeiture law for life insurance.

(2) PURPOSE. The purpose of this section is to recognize, per-
mit and prescribe the use of: the 2001 commissioners’ standard
ordinary CSO mortality table in accordance with s. 623.06 (2)
(am) 3., Stats., standard valuation law, and s. 632.43 (6m) (e) 3.
f., Stats., standard nonforfeiture law for life insurance; the 2001
CSO mortality table in s. Ins 2.20 unisex nonforfeiture values in
certain life insurance policies, s. Ins 2.35 smoker and nonsmoker
mortality tables for minimum reserve liabilities and minimum
nonforfeiture benefits, and s. Ins 2.80 valuation of life insurance
policies; mortality tables that reflect differences in mortality be-
tween preferred and standard lives in determining minimum re-
serve liabilities in accordance with s. 623.06 (2) (am) 3., Stats.,
standard valuation law, and s. Ins 2.80 valuation of life insurance
policies; and the 1980 commissioners’ standard ordinary CSO
mortality table for determining the minimum standard of valua-
tion of reserves and the minimum standard nonforfeiture values
for funeral policies.

(3) DEFINITIONS. In this section:
(a) “2001 CSO mortality table” means that mortality table,
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consisting of separate rates of mortality for male and female
lives, developed by the American Academy of Actuaries CSO
Task Force from the valuation basic mortality table developed by
the Society of Actuaries Individual Life Insurance Valuation
Mortality Task Force, and adopted by the NAIC in December
2002. The 2001 CSO mortality table is included in the Proceed-
ings of the NAIC (2™ Quarter 2002) and is supplemented by the
2001 CSO preferred class structure mortality table and may be
obtained from the office. Unless the context indicates otherwise,
the “2001 CSO mortality table” includes both the ultimate form
of that table and the select and ultimate form of that table and in-
cludes both the smoker and nonsmoker mortality tables and the
composite mortality tables. It also includes both the age-nearest-
birthday and age-last-birthday bases of the mortality tables.

Note: The 2001 CSO mortality table may be obtained from the website of the
82;22 of the Commissioner of Insurance (http://oci.wi.gov) or by writing to the

(b) “2001 CSO mortality table (F)” means that mortality ta-
ble consisting of the rates of mortality for female lives from the
2001 CSO mortality table.

(c) “2001 CSO mortality table (M)” means that mortality ta-
ble consisting of the rates of mortality for male lives from the
2001 CSO mortality table.

(cm) “2001 CSO preferred class structure mortality table”
means mortality tables with separate rates for super preferred
nonsmokers, preferred nonsmokers, residual standard nonsmok-
ers, preferred smokers, and residual standard smoker splits of the
2001 CSO nonsmoker and smoker tables as adopted by the NAIC
at the September, 2006 national meeting and published in the
Proceedings of the NAIC (3™ Quarter 2006). Unless the context
indicates otherwise, the “2001 CSO preferred class structure
mortality table” includes both the ultimate form of that table and
the select and ultimate form of that table. It includes both the
smoker and nonsmoker mortality tables. It includes both the
male and female mortality tables and the gender composite mor-
tality tables. It also includes both the age-nearest-birthday and
age-last-birthday bases of the mortality table.

Note: The 2001 CSO preferred class structure mortality table may be obtained
from the website of the Office of the Commissioner of Insurance (http://oci.wi.gov)
or by writing to the Office.

(d) “Commissioner” means the commissioner of insurance.

(e) “Composite mortality tables” means mortality tables with
rates of mortality that do not distinguish between smokers and
nonsmokers.

(em) “Funeral policies” means life insurance policies as de-
fined in s. 632.415, Stats.

(f) “NAIC” means the national association of insurance
commissioners.

(g) “Office” means the office of the commissioner of
insurance.

(h) “Smoker and nonsmoker mortality tables” means mortal-
ity tables with separate rates of mortality for smokers and
nonsmokers.

(i) “Statistical agent” means an entity with proven systems for
protecting the confidentiality of individual insured and insurer
information, demonstrated resources for and history of ongoing
electronic communications and data transfer ensuring data in-
tegrity with insurers, which are its members or subscribers, and a
history of and means for aggregation of data and accurate pro-
mulgation of the experience modifications in a timely manner.

(j) “Ultimate 1980 CSO” means the commissioners 1980
standard ordinary mortality table without 10-year select mortal-
ity factors, incorporated into the standard valuation law as pro-
vided in s. 623.06 (2) (am) 1., Stats.

Note: The Ultimate 1980 CSO mortality table may be obtained from the website
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of the Office of the Commissioner of Insurance (http://oci.wi.gov) or by writing to
the Office.

(4) 2001 cSO MORTALITY TABLE. (a) Except as provided in
sub. (8), at the election of the company for any one or more spec-
ified plans of insurance and subject to the conditions stated in this
section, the 2001 CSO mortality table may be used as the mini-
mum standard for policies issued on or after January 1, 2005 and
before the date specified in par. (b) to which s. 623.06 (2) (am) 3.
or 632.43 (6m) (e) 3. f., Stats., or s. Ins 2.20, 2.35, or 2.80 are ap-
plicable. If the company elects to use the 2001 CSO mortality ta-
ble, it shall do so for both valuation and nonforfeiture purposes.

(b) Except as provided in sub. (8), and subject to the condi-
tions stated in this section, the 2001 CSO mortality table shall be
used in determining minimum standards for policies issued on
and after January 1, 2009, to which s. 623.06 (2) (am) 3. or
632.43 (6m) (e) 3. f., Stats., or s. Ins 2.20, 2.35, or 2.80 are
applicable.

(c) At the election of the insurer, for each calendar year of is-
sue, for any one or more specified plans of insurance and subject
to satisfying the conditions stated in this paragraph and sub. (5)
(e) 1.to 3., the 2001 CSO preferred class structure mortality table
may be elected in place of the smoker mortality table found in the
2001 CSO mortality table or the nonsmoker mortality table
found in the 2001 CSO mortality table or both as the minimum
valuation standard for policies issued on or after January 1, 2007.
For policies issued on or after January 1, 2005, and prior to Janu-
ary 1, 2007, the 2001 CSO preferred class structure mortality ta-
ble may be elected in place of the smoker and nonsmoker mortal-
ity tables found in the 2001 CSO mortality table with the consent
of the commissioner and subject to the conditions of sub. (5) (e)
1. to 4. In considering a request by a foreign insurer for such con-
sent, the commissioner may rely on the consent of the commis-
sioner of the foreign company’s state of domicile. No such elec-
tion may be made until the insurer demonstrates to the commis-
sioner in a form acceptable to the commissioner that at least 20%
of the business to be valued on this table is in one or more of the
preferred classes. A table from the 2001 CSO preferred class
structure mortality table used in place of a 2001 CSO mortality
table, pursuant to the requirements of this section, will be treated
as part of the 2001 CSO mortality table only for purposes of re-
serve valuation.

Note: There is no new Commissioners Extended Term (CET) table being pro-
posed to replace the 1980 CET Table. Therefore, the new minimum basis for the
computation of values related to extended term benefits will be the 2001 CSO Mor-
tality Table.

(5) CoNDITIONS. (a) For each plan of insurance with sepa-
rate rates for smokers and nonsmokers an insurer may use:

1. Composite mortality tables to determine minimum re-
serve liabilities and minimum cash surrender values and amounts
of paid-up nonforfeiture benefits;

2. Smoker and nonsmoker mortality tables to determine the
valuation net premiums and additional minimum reserves, if any,
required by s. 623.06 (7), Stats., and composite mortality tables
to determine the basic minimum reserves, minimum cash surren-
der values and amounts of paid-up nonforfeiture benefits; or

3. Smoker and nonsmoker mortality to determine minimum
reserve liabilities and minimum cash surrender values and
amounts of paid-up nonforfeiture benefits.

(b) For plans of insurance without separate rates for smokers
and nonsmokers the composite mortality tables shall be used.

(c) For the purpose of determining minimum reserve liabili-
ties and minimum cash surrender values and amounts of paid-up
nonforfeiture benefits, the 2001 CSO mortality table may, at the
option of the company for each plan of insurance, be used in its
ultimate or select and ultimate form, subject to the restrictions of
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sub. (6) and s. Ins 2.80 relative to use of the select and ultimate
form.

(d) When the 2001 CSO mortality table is the minimum re-
serve standard for any plan for a company, the actuarial opinion
in the annual statement filed with the commissioner shall be
based on an asset adequacy analysis as specified in s. Ins 50.75
(1). The commissioner may exempt a company from this require-
ment if it only does business in this state and in no other state.

(e) The following conditions are applicable for plans of insur-
ance using the 2001 CSO preferred class structure mortality
table:

1. For each plan of insurance with separate rates for preferred
and standard nonsmoker lives, an insurer may use the super pre-
ferred nonsmoker, preferred nonsmoker, and residual standard
nonsmoker tables to substitute for the nonsmoker mortality table
found in the 2001 CSO mortality table to determine minimum re-
serves. At the time of election and annually thereafter, except for
business valued under the residual standard nonsmoker table, the
appointed actuary shall certify that both of the following are true:

a. The present value of death benefits over the next 10 years
after the valuation date, using the anticipated mortality experi-
ence without recognition of mortality improvement beyond the
valuation date for each class, is less than the present value of
death benefits using the valuation basic table corresponding to
the valuation table being used for that class, and

b. The present value of death benefits over the future life of
the contracts, using anticipated mortality experience without
recognition of mortality improvement beyond the valuation date
for each class, is less than the present value of death benefits us-
ing the valuation basic table corresponding to the valuation table
being used for that class.

2. For each plan of insurance with separate rates for preferred
and standard smoker lives, an insurer may use the preferred
smoker and residual standard smoker tables to substitute for the
smoker mortality table found in the 2001 CSO mortality table to
determine minimum reserves. At the time of election and annu-
ally thereafter, for business valued under the preferred smoker ta-
ble, the appointed actuary shall certify that both of the following
are true:

a. The present value of death benefits over the next 10 years
after the valuation date, using the anticipated mortality experi-
ence without recognition of mortality improvement beyond the
valuation date for each class, is less than the present value of
death benefits using the preferred smoker valuation basic table
corresponding to the valuation table being used for that class, and

b. The present value of death benefits over the future life of
the contracts, using anticipated mortality experience without
recognition of mortality improvement beyond the valuation date
for each class, is less than the present value of death benefits us-
ing the preferred smoker valuation basic table.

3. Unless exempted by the commissioner under s. 600.13,
Stats., every insurer using the 2001 CSO preferred class structure
mortality table shall annually file with the commissioner, with
the NAIC, or with a statistical agent designated by the NAIC and
acceptable to the commissioner, statistical reports showing mor-
tality and such other information as the commissioner may deem
necessary or expedient for the administration of the provisions of
this section. The form of the reports shall be established by the
commissioner or the commissioner may require the use of a form
acceptable to the commissioner established by the NAIC or by a
statistical agent designated by the NAIC.

Note: The form for the annual report required under s. Ins 2.81 (5) (e) 3. may be
obtained from the website of the Office of the Commissioner of Insurance
(http://oci.wi.gov) or by writing to the office.

4. The use of the 2001 CSO preferred class structure mortal-
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ity table for the valuation of policies issued prior to January 1,
2007 is not permitted in any statutory financial statement in
which a company reports, with respect to any policy or portion of
a policy coinsured, as specified under subd. 4. a. or b.:

a. In cases where the mode of payment of the reinsurance
premium is less frequent than the mode of payment of the policy
premium, a reserve credit that exceeds, by more than the amount
specified in this subdivision paragraph as Y, the gross reserve
calculated before reinsurance. Y is the amount of the gross rein-
surance premium that provides coverage for the period from the
next policy premium due date to the end of the policy year or the
next reinsurance premium due date whichever is earlier, and that
would be refunded to the ceding entity upon the termination of
the policy.

b. In cases where the mode of payment of the reinsurance
premium is more frequent than the mode of payment of the pol-
icy premium, a reserve credit that is less than the gross reserve,
calculated before reinsurance, by an amount that is less than the
amount specified in this subdivision paragraph as Z. Z is the
amount of the gross reinsurance premium that the ceding entity
would need to pay the assuming company to provide reinsurance
coverage from the period of the next reinsurance premium due
date to the next policy premium due date minus any liability es-
tablished for the proportionate amount not remitted to the
reinsurer.

5. For purposes of the condition described in subd. 4., both
the reserve credit and the gross reserve before reinsurance for the
mean reserve method shall be defined as the mean reserve minus
the deferred premium asset, and for the mid-terminal reserve
method shall include the unearned premium reserve. A company
may estimate and adjust its accounting on an aggregate basis in
order to meet the conditions to use the 2001 CSO preferred class
structure table.

(6) APPLICABILITY OF THE 2001 CSO MORTALITY TABLE TO
S. INS 2.80, VALUATION OF LIFE INSURANCE POLICIES. (a) The
2001 CSO mortality table may be used in applying s. Ins 2.80 in
the following manner, subject to the transition dates for use of the
2001 CSO mortality table in sub. (4):

1. Section Ins 2.80 (2) (b) 1. b.: The net level reserve pre-
mium is based on the ultimate mortality rates in the 2001 CSO
mortality table.

2. Section Ins 2.80 (3) (b): All calculations are made using
the 2001 CSO mortality table, and, if elected, the optional mini-
mum mortality standard for deficiency reserves stipulated in
subd. 4. The value of “qx+k+t—1” is the valuation mortality rate
for deficiency reserves in policy year k +t, but using the unmodi-
fied select mortality rates if modified select mortality rates are
used in the computation of deficiency reserves.

3. Section Ins 2.80 (4) (a): The 2001 CSO mortality table is
the minimum standard for basic reserves.

4. Section Ins 2.80 (4) (b): The 2001 CSO mortality table is
the minimum standard for deficiency reserves. If select mortality
rates are used, they may be multiplied by X percent for durations
in the first segment, subject to the conditions specified in subd. 3.
In demonstrating compliance with those conditions, the demon-
strations may not combine the results of tests that utilize the 1980
CSO mortality table with those tests that utilize the 2001 CSO
mortality table, unless the combination is explicitly required by
law or necessary to be in compliance with relevant actuarial stan-
dards of practice.

5. Section Ins 2.80 (5) (f): The valuation mortality table
used in determining the tabular cost of insurance shall be the ulti-
mate mortality rates in the 2001 CSO mortality table.

6. Section Ins 2.80 (5) (j): The calculations specified in s. Ins
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2.80 (5) (j) shall use the ultimate mortality rates in the 2001 CSO
mortality table.

7. Section Ins 2.80 (5) (k): The calculations specified in s.
Ins 2.80 (5) (k) shall use the ultimate mortality rates in the 2001
CSO mortality table.

8. Section Ins 2.80 (5) (L): The calculations specified in s.
Ins 2.80 (5) (L) shall use the ultimate mortality rates in the 2001
CSO mortality table.

9. Section Ins 2.80 (6) (a) 2.: The one-year valuation pre-
mium shall be calculated using the ultimate mortality rates in the
2001 CSO mortality table.

(b) Nothing in this subsection shall be construed to expand
the applicability of s. Ins 2.80 to include life insurance policies
exempted under s. Ins 2.80 (2) (a) and (b).

(7) GENDER-BLENDED TABLES. (a) For any ordinary life in-
surance policy delivered or issued for delivery in this state on and
after January 1, 2005, that utilizes the same premium rates and
charges for male and female lives or is issued in circumstances
where applicable law does not permit distinctions on the basis of
gender, a mortality table that is a blend of the 2001 CSO mortal-
ity table (M) and the 2001 CSO mortality table (F) may, at the
option of the company for each plan of insurance, be substituted
for the 2001 CSO mortality table for use in determining mini-
mum cash surrender values and amounts of paid-up nonforfeiture
benefits. No change in minimum valuation standards is implied
by this subsection of the regulation.

(b) The company may choose from among the blended tables
developed by the American Academy of Actuaries CSO Task
Force and adopted by the NAIC in December 2002.

Note: The blended tables may be obtained from the website of the Office of the
Commissioner of Insurance (http://oci.wi.gov) or by writing to the Office.

(c) It shall not, in and of itself, be a violation of s. 628.34,
Stats., for an insurer to issue the same kind of policy of life insur-
ance on both a sex-distinct and sex-neutral basis.

(8) FUNERAL POLICIES. (a) For funeral policies, the mini-
mum mortality standard for determining reserve liabilities and
nonforfeiture values for both male and female insureds shall be
the Ultimate 1980 CSO, except as provided in par. (b).

Ins 2.81

(b) For funeral policies issued on or after January 1, 2009,
and before January 1, 2012, the 2001 CSO mortality table may be
used as the minimum mortality standard for determining reserve
liabilities and nonforfeiture values for both male and female
insureds.

(c) If an insurer elects to use the 2001 CSO mortality table as
a minimum standard for any funeral policy issued on or after Jan-
uary 1, 2009, and before January 1, 2012, the insurer shall pro-
vide, as a part of the regulatory asset adequacy issues summary
submitted in support of the insurer’s asset adequacy testing, an
annual written notification to the domiciliary commissioner
which shall include all of the following:

1. A complete list of all funeral policy forms that use the
2001 CSO mortality table as a minimum standard.

2. A certification signed by the appointed actuary stating that
the reserve methodology employed by the insurer in determining
reserves for the funeral policies issued on or after January 1,
2009, and before January 1, 2012, using the 2001 CSO mortality
table as a minimum standard, develops adequate reserves. For
purposes of the certification, the funeral policies using the 2001
CSO mortality table as a minimum standard may not be aggre-
gated with any other policies.

3. Supporting information regarding the adequacy of re-
serves for funeral policies issued on or after January 1, 2009, and
before January 1, 2012, and using the 2001 CSO mortality table
as a minimum standard for reserves.

(d) For funeral policies issued on or after January 1, 2012, the
Ultimate 1980 CSO mortality table shall be used as the minimum
mortality standard for determining reserve liabilities and nonfor-
feiture values.

(9) This section may be enforced under s. 601.41 or 601.64,
ch. 645, Stats., or any other enforcement provision of chs. 600 to
646, Stats.

History: CR 04-071: cr. Register December 2004 No. 588, eff. 1-1-05; CR 07-
070: am. (2) and (3) (a), cr. (3) (cm), (i), (4) (c) and (5) (e) Register December 2007
No. 624, eff. 1-1-08; corrections in (4) (a) and (b) made under s. 13.92 (4) (b) 7.,
Stats., Register August 2009 No. 644; CR 09-027: am. (2), (4) (a) and (b), cr. (3)
(em), (j) and (8), renum. (8) to be (9) Register September 2009 No. 645, eff. 10-1-
09; CR 10-026: am. (4) (c), cr. (5) (e) 4. and 5. Register August 2010 No. 656, eff. 9-
1-10; numbering of (5) (e) 5. and corrections in (5) (e) 4. and 5. made under s. 13.92
(4) (b) 1. and 7., Stats., Register August 2010 No. 656.
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