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8. An indication of the anticipated benefits payable under the policy,
ineluding loss ratio,

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

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

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

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

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

Historys Cr, Reglster, December 1958, No. 36, eff, 1-1-59; (6) (e),
Register, March, 1959, 39, eff, 4-1— 59 am, (2) (b) 3 and 3 (2) (e )
and (d); (8) (e); (6) and (7 (b, Register October 196 No. 70, eff

11-1-61; am, (3), Register, August, 1962, No. 80 eff, 9-1-62

Ins 2.065 Replacement of life insurance policies; disclosure require-
ments,

Higtory: Cr, Register, March, 1962, No. 75, eff, 5-15-62; am, (3) and
(9) (intro. par.), Register, April 1965, No. 112" eff. b-1— 66; am. (2), Regis-

ter, June, 1968, No, 150, eff, —1—68 renum, Ins 2.07 to be Ing 2065 and
(10), Reglstel Ma.lch 1972, No. 195, eff., 4-1-72; expires June 1, 1972,

Ins 2.07 Replacement of life insurance policies; disclosure require-
ments, (1) PURPOSE. The interest of the life insurance and annuity
policyholders must be protected by establishing minimum standards
of conduct to be observed in the replacement or proposed replacement
of such policies; by making available full and clear information on
which an applicant can make a decision in his own best interest; by
reducing the opportunity for misrepresentation in replacement or
possible replacement situations, and by precluding unfair methods of
competition and unfair practices in the business of insurance. This
rule implements and interprets sections 201.53 (13), 206.41 (10) (a) 8.,
and 207.04 (1) (a), Wis. Stats., by establishing minimum standards
for the replacement of life insurance and annuities,

(2) Scope. This rule shall apply to the solicitation of life insurance
and annuities authorized by section 201.04 (3), Wis. Stats., covering
residents of this state, and issued by insurance corporations, fraternal
benefit societies, the federal government or the state life insurance
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fund, The procedures required by this rule shall not apply to the
solicitation of group, industrial or credit life insurance described by
subsections (3a), (3b) and (3c) of section 201.04, Wis, Stats., nor to
the solicitation of insurance which is not in force but which may be
purchased under a guaranteed insurability option, nor to the solicita-
tion of short term nonrenewable life insurance policies written for
periods not in excess of 31 days, nor to conversions of term insurance
to permanent insurance within the same company, All of the provi-
sions of this rule shall apply to non-group annuities except those pro-
visions relating to the Proposal form described in Exhibit A.

(3) DEFINITION. For the purpose of this rule, “replacement” is any
transaction wherein new life insurance or a new annuity is to be
purchased and it is known to the agent or company at the time of
application that as a part of the transaction, existing life insurance
or an existing annuity has been or is to be lapsed, surrendered, con-
verted into paid-up insurance, become extended insurance, be subjected
to substantial borrowing of loan values whether in a single loan or
under a schedule of borrowing over a period of time, or changed to a
lower cash value plan of insurance, For the purposes of this paragraph
the word substantial shall be construed to mean either a loan of $250
or more or a loan in excess of 50% of the policy tabular loan values.

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

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

2. Submit to his company in connection with each application for
life insurance or an annuity a statement as to whether, to the best
of his knowledge, replacement is involved in the transaction; and the
name of every company whose policy he has reason to believe may
be replaced.

(b) Where replacement is involved, the agent must:

1. Present a written proposal to each prospect solicited not later
than at the time of taking the application and leave it with the
applicant for his records;

2, Submit with the application to his company a copy of the pro-
posal and related sales material or a clear identification of the sales
material;

3. Immediately notify every applicable company of the possibility
of veplacement, and promptly furnish a copy of the proposal, and
related sales material to each applicable company;

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

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

1, Secure with or as part of the application a statement signed by
the applicant as to whether the new insurance or annuity will replace
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existing insurance and also ascertain that a copy of the statement
was left with the applicant;

2, Where replacement is involved:

a. Secure a copy of the proposal, and the name of every company
whose policy there is reason to think may be replaced;

b. Immediately ascertain that a copy of the proposal, and notice
of the possibility of replacement has been furnished to every com-
pany which issued the insurance being replaced;

c. Examine the proposal, and be satisfied that it meets the require-
ments of this disclosure rule and Wis. Adm. Code section Ins 2.14;

d. Keep a copy of the proposal, and the applicant’s signed statement
in its home office for at least 8 years indexed so as to be readily
available to the office of the commissioner of insurance;

(b) If agents are not involved with the solicitation of life insur-
ance or annuities on residents of this state, every authorized com-
pany must:

1. Secure with or as part of the application a statement signed
by the applicant as to whether the new insurance will replace exist-
ing insurance and the name of every company whose policy there is
reason to think may he replaced.

2. Where replacement is involved, the company must:

a. Immediately notify every applicable company of the possibility
of replacement and furnish such company with the details of the pro-
posed insurance and related sales material;

b. Keep records of these notifications in its home office for at least
3 years indexed so as to be readily available to the office of the com-
missioner of insurance,

(6) CoNTENTS OF PROPOSAL, The written proposal required by this
rule must be in a form substantially as described in exhibit A and
contain no misrvepresentations or deceptive, false, or misleading
statements.

(7) VIOLATION, Any violation of this rule shall be deemed to be a
misrepresentation for the purpose of inducing a prospect to purchase
insurance and any person guilty of such violation shall be subject to
section 601.64, Wis. Stats.

(8) SEPARABILITY. If any provision of this rule shall beheld invalid,
the remainder of the rule shall not be affected thereby.

(9) NOTICE TO APPLICANT, When replacement ig involved, the agent
must attach the following notice to the written proposal which is
delivered to the applicant:

NOTICE TO APPLICANT
This notice to you is for your protection and is required
by Wis. Adm. Code section Ins. 2.07, Rules of Office of the
Commissioner of Insurance.

I. If you are urged to purchase life insurance and it is sug-
gested that you surrender or lapse or in any other way
change the status of your existing insurance in the proc-
ess, you are entitled to request and receive from the per-
son soliciting insurance a written proposal signed by
him setting forth all the pertinent facts bearing on the
transaction and the advantages and disadvantages of
changing to the proposed coverages.
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II. In every case, it is to your advantage to secure the ad-

111,

v

VI

vice and recommendations of your present life insurance
company regarding the proposed replacement or change
in such existing policies. You may secure this informa-
tion by notifying your present insurance company or its
agent about the proposed replacement or change, In the
event the replacement or change suggested is presented
by a person representing the company in which you al-
ready have existing insurance, you are entitled to secure
the views of the home office or of a management repre-
sentative of this company regarding the desirability of
such replacement or change.

If you are considering replacement of your present insur-
ance, you ave advised that, as a general rule, it is not to
your advantage to drop or change any of your existing
life insurance for the purpose of replacing it with new
life insurance in the same or another company, Some of
the reasons for this are as follows:

A, When a new policy is issued, its acquisition costs
must be paid, Almost invariably such costs are higher
on a new policy than the current costs on an existing
policy.

B. The incontestable and suicide clauses begin anew in
a new policy. This could result in a claim under a new
policy being denied by the company which would have
been paid under the policy which was replaced.

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

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

E. Your present insurance company can often make a de-
sired change on terms which would be more favorable
to you than if you replaced your existing insurance
with new insurance.

For the above reasons it is also generally not to the
policyholder’s advantage to put the original policy on re-
duced paid-up or extended insurance or to borrow its
loan value beyond ability or expectation to repay in order
to have sufficient funds to pay premiums on a new policy
in the same or another company,
There may be a few very occasional cases where a re-
placement might be to your advantage., However, your
best protection in every case is to secure the comments
and views of your present insurance company before ar-
riving at any decision on such an important matter,
If, in the negotiation to replace existing insurance, it is
suggested by an agent or employee of the present com-
pany that the existing insurance not be replaced, you are
entitled to request from the person making the sugges-
tion a written statement setting forth all the pertinent
facts bearing on the advantages of the suggestion.

(10) EFFECTIVE DATE. This rule shall become effective June 1, 1972.
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EXHIBIT A
PROPOSAL
(This form provides information on your present life insurance.) It
also provides information on the life insurance which has been pro-
posed to you.)
Name of Applicant

Address —
Street City State Zip Code

Name of Insured if Other Than Applicant _.
Date of Birth of Insured

1. Comparative Information
{ Bwisting Life Proposed Life
Item Insurance Insuraence
Policy Number e XXXXXXX
Insurance Company
Amount of Basic Insurance:

Currently $

10 Years Hence L -

20 Years Hence $ —
At Age 65 $

Basic Plan of Insurance o e
Present Amount of Term Rider(s) $

Issue Age
Issue Date XXXXXXX
Y» Prem. Year Yr. Prem. Year
Payable Coverage Payable Coverage
Premium For: Prem. to Ceases  Prem, to Ceases
Bagsic Policy [ F

* Accidental Death Ben,
*Waiver of Prem. Ben. -
*Digability Income Ben, -
Family Income or In-
creased Protection
Rider
Option to Purchase Ad-
ditional Insurance
Other Benefits (Explain) -
Total Current Prem, $___. S
Frequency of Premium
Payment 0 et e

*If Premium For Benefits: (A) ig not separable from basic policy
premium, insert “Included in Basic Policy Premium”, or (B) is an ag-
gregate premium, show the aggregate premium.

+If more than one existing life insurance policy is to be affected by a
transaction included within the definition of a replacement contained
in subgection (3) of the rule, (1) the existing life insurance column
of a separate signed Proposal form must be completed for each such
policy providing the information required by the form with respect to
existing policies, and (2) a separate signed Proposal form must be
completed for the proposed policy, The latter form must summarize,
to the extent possible, the information concerning the existing policies
set forth on the separate forms, and must include the information re-
quired in items 2 through 6 of the Proposal form,

T Ewisting Life Proposed Life
Tabuler Cash Values: Insurance Insurance
At Present $ $
1 Year Hence
5 Years Hence
10 Years Hence
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At age ___ (Highest age shown in
Cash Value Table of existing
Poliey) $

Cash Value of any existing Divi-
dend Additions or Accumulations
(if available from applicant) S, L

Amount of Loan Now Outstanding,
if any $ $

Annual Loan Interest Rate % Yo

Date Contestable Period Expires

Date Suicide Clause Expires —— —_—

Settlement Option at Age 65

Monthly Life Income—10 Years
Certain—per $1,000 Proceeds $

Dividends**
Is Policy Participating?
Annual Dividend (current scale)
1 Year Hence
2 Years Hence
5 Years Hence
10 Years Hence

Total 10 Years 3 $.

*% Dividends are based on the 19__ dividend scale, The dividends
shown are not to be construed as guarantees or estimates of dividends
to be paid in the future, Dividends depend on mortality experience,
investment earnings and other factors, and are determined each year
at the sole discretion of the company's board of directors,

The agent is responsible for furnishing required dividend information,
It is recommended that he obtain this for the policy being replaced
from the company issuing the original insurance, As an alternative,
however, he may show dividends on closest comparable policy, amount,
age and duration from current statistical manuals (interpolating where
necessary) provided the premium rate for such closest comparable policy
is the same as, or differs only inconsequentially from, the premium rate
for the policy to be replaced. It ig to be recognized that dividend infor-
mation under this alternative method, with respect to existing insurance
is not likely to be as accurate as dividend information obtained directly
from the company issuing the original insurance,

R=cd

-

Source of dividend information used: — .

2. Advantages of Continwing any FHwisting Life Insurance:

3. Advantages of the Proposed Replacement of the Ewisting Life
Insurance:

4, Additional Information:

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

(B) The Existing Life Insurance (Can) (Cannot) be Changed
to Provide the Benefits Desired Under the Proposed Life In-
surance. If it Can be Changed, the Reason for Proposing New
Life Insurance Rather than Changing the Existing Life
Insurance is as Follows:

(C) Under the Proposal, the Existing Life Insurance Policy Will
Be Treated as Follows:

5. The Primary Reason for the Proposed Replacement of the Ewisting
Life Insurance by New Insurance is as Follows:
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6. Additional Remarks:

Date Signature of Agent

Address

I hereby acknowledge that I received the above completed “Proposal”
and the “Notice to Applicant” before I signed the application for the
proposed new insurance,

Date Signature of Applicant

Note: It is the position of the commissioner that the changing of a
policy to one with lower cash values is replacement if the freed
premium dollars are to be used to purchase additional life insurance,
This position is not intended to discourage the programming of life
insurance as it ig recognized that insurance needs change. Rather, it
is intended that the insured should be given as many facts as possible
to aid him in making his decision.

Subsection (4) (a) requires that a copy of the replacement statement
be left with the applicant for his records., This requirement is satisfied
if the statement is included in the application and the application is
made a part of the policy,

The rule under paragraph (a) of gubsection (4) requires a distinct
and separate statement by the applicant as to his knowledge of re-
placement and a distinct and separate statement by the agent as to
his knowledge of replacement. A statement made by the applicant and
subscribed to by the agent does not meet this requirement,

Subsection (4) (b) 3. makes a purposeful distinction between the
“immediate’” notice and the ‘prompt” submission of the required items.
It is important that ‘“immediate’” notice of replacement be sent to the
company whose policy is being replaced, That company may then offer
recommendations to its policyholder hefore the replacement policy is
issued, In some cases the replacement proposal may contain some in-
advertent errors which should be corrected hefore the proposal is
forwarded, If notice of replacement were held up until these correc-
tions were made, the transaction might he completed before the orig-
inal company has an opportunity to make its recommendations to its
policyholder. To give effect to the distinction between immediate notice
and prompt submission of the proposal:

(1) Compliance with the requirement of immediate notification under
the rule will be deemed sufficient if the notice is forwarded within 24
hours of the taking of the application, or if such forwarding precedes
all other steps, such as ordering an inspection report or medical
examination.

(2) The replacing company may, by written agreement, assume the
agent’s responsibility of imnmediate notification. In so doing, however,
the company must delay policy issuance for a period commensurate
with the delay resulting from its action and must be prepared to
handle any dissatisfaction of the applicant with appropriate remedy
ag, for example, cancellation with full return of premium,

(3) The replacing company may, by written agreement, assume the
agent's duty to satisfy the requirements as set forth in subsection
(4) (b) 8. It is reasonable to expect that the required items will be
sent to the replacing company within 3 working days of the time the
application is received at the home office unless the proposal hag to
be returned to the agent for corrections or additional information,
In no event ghould the replacement policy be issued until after the
required items have been sent to the other company.

The procedures in (1) and (2) comprise a prima facie means of com-
pliance but do not preclude such other means as may prove to give
immediate notification and which would come within the generally
accepted definition of “immediate”.

It is recognized that the present ‘Notice to Applicant” is not en-
tirely appropriate for use in cases involving annuities. Thig rule makes
no attempt to prescribe the specific wording of this notice because
of the many variables in the few replacement cases that are con-
templated. However, it is expected that the company will assume the
respongibility of adapting the notice to fit annuity cases when they
arise,

History: (See also history of Ing 2.065) Cr, Register, March, 1972, No.
195, eff, 6-1-72,
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Ins 2.08 Special policies and provisions; prohibitions, 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 identifying and prohibiting certain types of policy
forms and policy provisions and by requiring certain insurance pre-
miums to be separately stated. This rule implements and interprets
applicable statutes including sections 200.03 (2), 206.13, 206.17,
206.18, 206.38, 206.36, 206.61 (1) and 207.04 (1) (a), (b), (f), (),
(h), and (i), Wis. Stats,

(2) Scopr. This rule shall apply to the kinds of insurance author-
ized by section 201.04 (3), Wis. Stats.,, and shall also apply to fra-
ternal benefit societies,

(8) DERINITIONS. For the purpose of this rule certain life insurance
policy forms and provisions referred to herein shall have the following
meaning'; )

(a) Coupon policy is any policy form which includes a series of
coupons prominently and attractively featured in combination 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 fre-
quently represented that it is the earnings or return on the investment
of the polieyholder in life insurance,

(b) Charter policy is a fterm or name assigned by an insurance
company to a policy form. Such a policy is usually issued by a newly

Next page is numbered 17
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