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(8) ForeiaN coMPANIES. If the law or regulation in the place of domi-
cile of a foreign company provides a degree of protection to the policy-
holders and the public which is substantially equal to that provided by
this rule, the commissioner, to the extent deemed appropriate by him in
his discretion, may consider compliance with such law or regulation as
compliance with this rule.

(9) AGENT QUALIFICATIONS. Any person selling or offering for sale a
varible contract must have a valid license as described in s. Ins 6.59, Wis.
Adm. Code, authorizing the solicitation of life insurance as listed in s.
Ins 6.50 (2) (a), Wis. Adm. Code; and have passed any one of the follow-
ing alternative security examinations administered by the National As-
sociation of Securities Dealers:

1. General Securities Registered Representative Examination

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

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

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

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.}, (8) (a), (9) (a) to (f), cr. () (g) to (i), renum.
(9) (n) and (o) 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.

Ins 2.14 Life insurance solicitation. (1) Purrose. The purpose of
this rule is to require insurers to deliver to purchasers of life insurance
information which will improve the buyer’s ability to select the most
appropriate plan of life insurance for his or her needs, improve the
buyer’s understanding of the basic features of the policy which has been
purchased or which is under consideration and improve the ability of the
buyer to evaluate the relative costs of similar plans of life insurance.
This rule does not prohibit the use of additional material which is not in
violation of this rule or any other Wisconsin statute or rule. This rule
interprets and implements, including but not limited to the following
Wisconsin Statutes: ss. 601.01 (3) (b), (¢), (g) and (j) and 628.34.

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

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

2. Credit life insurance.

3. Group life insurance.

4. Life insurance policies issued in connection with pension and wel-
fare plans as defined by and which are subject to the federal Employee
Retirement Income Security Act of 1974 (ERISA).

Register, October, 1981, No. 310
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5. Variable life insurance under which the death benefits and cash
values vary in accordance with unit values of investments held in a sepa-
rate account.

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

(a) Wisconsin Buyer’s Guide to Life Insurance. The Wisconsin
Buyer’s Guide to Life Insurance is a document which contains, and is
limited to, the language within the current edition of the “The Wiscon-
sin Buyer’s Guide to Life Insurance” put out by the insurance commis-
sioner of the state of Wisconsin. This pamphlet shall be reviewed peri-
odically for accuracy and appropriateness. Appendix 3 to this rule
contains the current edition of “The Wisconsin Buyer’s Guide to Life
Insurance.”

(b) Cash dividend. A Cash Dividend is the current illustrated divi-
dend which can be applied toward payment of the gross premium.

(¢) Equivalent Level Death Benefit. The Equivalent Level Death
Benefit of a policy or term hfe insurance 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 step 1 by an interest factor that con-
verts it into one equivalent level annual amount that, if paid at the be-
ginning of each year, would accrue to the value in step 1 over the respec-
tive periods stipulated in step 1. If the period is 10 years, the factor is
13.207 and if the period is 20 years, the factor is 34.719.

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

(e) Life insurance indexes. 1. Surrender Cost Index. The Surrender
Cost Index is calculated by applying the following steps:

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

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

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

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

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

f. Divide the result of step e by the number of thousands of the
Equivalent Level Death Benefit to arrive at the Surrender Cost Index.

2. Net Payment Cost Index. The Net Payment Cost Index is calcu-
lated in the same manner as the comparable Surrender Cost Index ex-
cept that the cash surrender value and any terminal dividend are set at
zero.

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

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

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

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

4. Average Annual Rate of Return Index. This index is calculated on
cash value policies using the Linton yield method.

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

i. A life insurance policy on, normally but not necessarily, some per-
manent plan. The cash used at the end of the specified year is the pol-
icy’s guaranteed cash surrender value plus the terminal dividend pay-
able upon surrender and the dividend payable at the end of the specified
year.

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

Register, January, 1980, No. 289
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_b. Average Annual Rate of Return index figures given out in Wiscon-
sin by insurers or intermediaries shall be calculated separately for males
and females and shall be based upon the following assumptions:

i. As to YRT premium rates:

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

ii. As to elements entering into the calculation: Gross premiums shall
include the total premiums charged for all life insurance benefits; divi-
dends shall be total illustrated dividends excluding any separately iden-
tifiable dividends payable for benefits other than life insurance.

Note: A discussion of the Linton yield method may be found on pp. 28-30 in the Analysis
of Life Insurance Cost Comparison Index Methods, prepared by the Society of Actuaries
Committee on Cost Comparison Methods and Related Issues (Special), September, 1974.
Further discussion on the “low” YRT rates to be used in computing the Linton yield, which
are the rates specified in this rule, may be found in Appendix B, pp. 187-192 of that same
publication.

(f) Preliminary Policy Summary. For the purposes of this rule, Pre-
liminary Policy Summary means a document provided to the buyer of a
life insurance policy prior to sale which contains necessary consumer
cost disclosure information, in substantially the same format for all
companies, as specified by the commissioner. Appendix 1 to this rule
contains a Preliminary Policy Summary form for Whole Life and En-
dowment Policies. Appendix 2 contains a Preliminary Policy Summary
form for Term Policies. Insurers may, upon request, incorporate Prelim-
inary Policy Summary forms (if they are to be filled out by in-
termediaries) into copies of the Wisconsin Buyer’s Guide to Life Insur-
ance which they reprint.

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

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

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

c. 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 writ-
ten.

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

e. The following amounts, where applicable, for the first 5 policy years
and representative policy years thereafter sufficient to clearly illustrate
the premium and benefit patterns, including but not necessarily limited
to, the years for which the Surrender Cost Index is displayed and at least
one age from 60 through 65 or maturity whichever is earlier:

i. The annual premium for the basic policy.

ii. The annual premium for each optional rider.
Register, January, 1980, No. 289
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iii. Guaranteed amount payable upon death, at the beginning of the
policy year regardless of the cause of death other than suicide, or other
specifically enumerated exclusions, which is provided by the basic policy
and each optional rider, with benefits provided under the basic policy
and each rider shown separately.

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

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

vi. Guaranteed endowment amounts payable under the policy which
are not included under guaranteed cash surrender values above.

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

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

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

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

j. The date on which the Policy Summary is prepared.

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

(4) D1scLoSURE REQUIREMENTS. (a) The insurer shall provide, to all
prospective purchasers of any policy subject to this rule, a copy of the
current edition of the Wisconsin Buyer’s Guide to Life Insurance and a
properly filled out Preliminary Policy Summary prior to accepting the
applicant’s initial premium or premium deposit, except that insurers
which do not market policies through an intermediary may provide the
Preliminary Policy Summary and Wisconsin’s Buyer’s Guide to Life In-
surance at the point of policy delivery, so long as they:

Register, January, 1980, No. 289
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1. Guarantee to the policyholder a 30-day right to return the policy for
a full refund of premium, and

2. Alert the prospective policyholder, in advertisements or direct mail
solicitations, of his or her right to obtain a copy of the Wisconsin Buyer’s
Guide to Life Insurance and a Preliminary Policy Summary prior to
sale.

fb) The insurer shall provide a Policy Summary upon delivery of the
policy.

(c) The insurer shall provide a Wisconsin Buyer’s Guide to Life In-
surance and a Preliminary Policy Summary to individual prospective
purchasers upon reasonable request.

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

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

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

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

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

(d) Any reference to policy dividends must include a statement that
dividends are not guaranteed.

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

(f) The purchase or replacement of any life insurance contract or an-
nuity shall not be recommended by any insurer or intermediary without
reasonable grounds to believe that the recommendation is not unsuita-
ble for the applicant on the basis of information furnished by such per-
son after reasonable inquiry as may be necessary under the circum-
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stances concerning the prospective buyers insurance and annuity needs
and means.

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

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

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

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

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

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

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

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

MORTALITY RATES PER 1,000

Attained Male Female  Attained Male Female

Age (%) Lives Lives Age (%) Lives Lives
0 5.80 4.80 18 1.18 0.38
1 1.33 1.22 19 1.29 - 040
2 0.84 0.72 20 1.37 0.41
3 0.65 0.55 21 1.46 0.44
4 0.53 " 0.48 22 1.52 0.48
5 0.48 0.42 23 1.47 0.53
6 0.42 0.37 24 1.32 0.60
7 0.39 0.33 25 1.25 0.66
8 0.35 0.29 26 1.22 0.70
9 0.32 0.22 27 1.19 0.70
10 0.31 0.25 28 1.17 0.70
11 0.31 0.26 29 1.13 0.71
12 0.33 0.27 30 1.15 0.75
13 0.42 0.29 31 1.22 0.83
14 0.52 0.31 32 1.28 0.93
15 0.73 0.36 33 1.32 1.04
16 0.87 0.36 34 1.34 1.14
17 1.02 0.37 35 1.40 1.21
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Attained Male Female  Attained Male Female

Age () Lives Lives Age (%) Lives Lives
36 1.49 1.23 66 30.34 14.72
37 1.60 1.25 67 33.04 16.80
38 1.75 1.29 68 35.92 19.28
39 1.91 1.37 69 39.27 22.28
40 2.12 1.47 70 42.90 25.69
41 2.36 1.59 71 46.45 29.43
42 2.66 1.74 72 49.96 33.43
43 3.02 1.91 73 53.72 37.30
44 3.45 2.10 74 58.16 40.72
45 3.96 2.32 75 63.36 43.59
46 4,51 2.58 76 69.04 46.36
47 5.09 - 288 77 75.09 49.38
48 5.71 3.20 78 81.98 53.45
49 6.34 3.52 79 89.68 59.01
50 6.94 3.84 80 97.68 66.03
51 7.56 4,15 81 105.42 73.80
52 8.32 4.48 82 113.40 79.38
53 9.20 4.84 83 122.90 86.03
54 10.09 5.23 84 135.00 94.50
55 11.00 5.67 85 149.17 107.40
56 12.06 6.16 86 165.94 122.80
57 13.26 6.70 87 182.12 138.41
58 14.60 7.27 88 196.71 153.43
59 16.06 7.87 89 213.26 170.61
60 17.69 8.52 90 229.66 188.32
61 19.55 9.21 91 246.98 207.47
62 21.61 10.00 92 262.03 225.34
63 23.75 10.83 93 276.79 243.58
64 25.83 11.81 94 302.02 271.82
65 27.99 13.07 95 338.33 311.26

Note: The mortality rates for ages 0 through 14 are from the 1965-1970 Select Basic Tables
published on pages 202 and 203 of the Transactions of the Society of Actuaries Publication
Year 1974, Number 3, 1973 Reports of Mortality and Morbidity Experience. The mortality
rates for ages 15 and above are from the Ultimate Basic Tables, Males lives (1957-1960
Experience), Female Lives (1957-1960 Experience) published on page 48 of the Transac-
tions of the Society of Actuaries, Publication Year 1963, Number 2, 1962 Reports of Mortal-
ity and Morbidity Experience.

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

(10) SepaRABILITY. If any provision of this rule shall be held invalid,
the remainder of the rule shall not be affected thereby.
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APPENDIX 1

PRELIMINARY POLICY SUMMARY
WHOLE LIFE

Name and Address of Company:

Type and Name of Policy:

Face Amount at Time of Issue:

Age at Issue:
ANNUAL PREMIUM

10 years 20 vears

SURRENDER COST INDEX*

To find a low cost policy, compare cost index figures, not just premi-
ums. The Surrender Cost Index takes premiums, cash values, dividends
(if any) and interest into consideration. A policy with a lower Surrender
Cost Index is likely to be a better buy.

Be sure you use the Surrender Cost Index to compare only similar
policies. Small differences in the index are probably not significant.
Large differences may mean substantial savings. See the Wisconsin
Buyer’s Guide to Life Insurance for examples.

Name of Agent Date
Address of Agent

* The Surrender Cost Index assumes that the policy is surrendered
for its cash value 10 or 20 years in the future. Death prior to these
surrender dates may alter the cost comparisons. Figures for partici-
pating policies are based on illustrated dividends which are not
guaranteed.

The Wisconsin Commissioner of Insurance requires an agent to
complete this form when he or she takes an application.
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APPENDIX 2

A PRELIMINARY POLICY SUMMARY
TERM INSURANCE

Name and Address of Company:

Type and Name of Policy:

Age at Issue:

Renewable: Yes No If yes, through what

age?

If you’re buying term insurance for iong-term needs, make sure your
policy is guaranteed renewable threugh at least age 65.

Convertible: Yes No If yes, through
what age? —
Policy Annu 1 Guaranteed Amount
Years Premium Payable on Death

Note: Companies (or intermediaries) should e. .fer in this space the annual premium and
guaranteed amount payable on death for representative policy years.

10 years 20 years

SURRENDER COST INDEX*

First-year premiums can be a good way to compare the costs of term
policies. However, policies with the sarae premium today may have dif-
ferent premiums in the future. Furthermore, if a policy pays dividends,
they will help offset the premiums you pay for the policy. In these cases,
the Surrender Cost Index gives a better measure of a term policy’s cost
than the first-year premium alone. A policy with a lower Surrender Cost
Index is likely to be a better buy.

Be sure you use the Surrender Cost Index to compare only similar
policies. Small differences in the index are probably not significant.
Large differences may mean substantial savings. See the Wisconsin
Buyer’s Guide to Life Insurance for examples.

Name of Agent Date
Address of Agent

* The Surrender Cost Index assumes that the policy is surrendered
for its cash value 10 or 20 years ir. the future. Death prior to these
surrender dates may alter the cost comparisons. Figures for partici-
pating policies are based on illustrated dividends which are not
guaranteed.

The Wisconsin Commissioner of Insurance requires an agent to
complete this form when he or she takes an application.

Register, January, 1980, NO. 289




COMMISSIONER OF INSURANCE 41
APPENDIX 3

WISCONSIN BUYER’S GUIDE
TO LIFE INSURANCE

Office of the Commissioner of Insurance
123 West Washington Avenue
Madison, Wisconsin 53702

1980

This guide has been prepared by the Wisconsin Commissioner of In-
surance.

This guide does not endorse any company or policy. It is designed to
help most consumers buy life insurance. However, individuals with un-
usual financial situations should seek professional advice.

BUYING LIFE INSURANCE

When you buy life insurance, you should look for the least expensive
policy which meets your needs. This guide will help you:

- Decide how much life insurance you should buy.
- Choose the type of policy best for you.
- Compare the cost of similar policies issued by different companies.

You also may want to check information on life insurance at your pub-
lic library. A little extra thought before choosing your life insurance
could save you a substantial amount of money.

CHOOSING THE AMOUNT

One way to decide how much life insurance you need is to figure how
much cash and income your dependents will need when you die. They
will need money for living expenses, taxes and debts. They may also
need money for educational expenses or other unusual costs. Ideally,
your life insurance should equal the difference between your assets and
the amount your family will need for these expenses.

You should reassess your life insurance frequently. Needs will be
greater if there is only one wage earner in the family. You need more
protection when your children are young.

CHOOSING THE RIGHT KIND
The two basic kinds of life insurance are:
- Term insurance
- Whole life insurance
Some policies combine the two types. If you don’t understand a policy,
ask the agent or company for an explanation.
Term insurance

Term insurance provides death protection for a specified period.
Death benefits are paid only if you die within that period. People buy
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term insurance to get the most death protection for their money. For
example, suppose a 35 year old man plans to spend $200 on life insur-
ance this year. Here are the amounts of different kinds of insurance he
could buy from a typical company:

Type of Policy Premium Death Protection

Term (annually $200 $77,200
renewable)

Term (to 65) 200 19,500

Whole life 200 10,900

Some term insurance policies are renewable for added terms even if
your health changes. Each time you renew the policy the premiums will
be higher. You should check the size of premiums at older ages. You
should also find out how long the policy can be renewed.

One kind of term insurance is called decreasing term. The premiums
stay the same as you get older, but the amount of coverage decreases.
This type of policy is often used to protect a decreasing debt such as a
mortgage.

Whole life insurance

Whole life insurance is intended to give you insurance protection for
your lifetime. The most common type is straight life or ordinary life in-
surance. You pay the same premiums for these policies for as long as you
live.

Other types of whole life policies let you pay premiums for a shorter
period such as 20 years or until age 65. Premiums for these policies are
higher than for ordinary life insurance.

An ordinary life policy costs more at first than the same amount of
term insurance. However premiums for term insurance will increase
with age.

Ordinary life policies accumulate cash values in the early years of the
policy which are returned to you if you surrender the policy. You may
borrow up to the amount of your cash value. If you do, your benefits will
be reduced by that amount.

Whole life insurance is sometimes sold as an investment. It should not
be. Very little of your premium will be returned to you if you surrender
your policy in the early years. For the first several years the rate of re-
turn on the cash value is low. This is why you should not consider any
whole life policy unless you intend to keep it for ten years or longer.

FINDING A LOW COST POLICY

After you decide which kind of life insurance fits your needs, look for a
good buy. The best way to compare similar policies is to use the cost
. indexes. A POLICY WITH A LOW COST SURRENDER INDEX IS
LIKELY TO BE A BETTER BUY.
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What are Cost Indexes?

Premiums alone do not always reveal the true cost. Cost is the differ-
ence between what you pay and what you get back. Three factors affect
the cost: Premiums, dividends, and cash values.

Premiums are the most obvious factor in a policy’s cost. You should
not buy a policy unless you can afford the premiums.

If the company’s investment return, loss experience and expenses are
favorable, a portion of your premium is returned as a dividend. Only
participating policies pay dividends. When you consider buying a partic-
ipating policy, you will receive a dividend illustration based on the com-
par:iy’s current dividend scale. These future dividends are not guaran-
teed.

Computing the cost of whole life insurance is difficult. This is because
a policyholder will receive one amount of money if the policy is surren-
dered for its cash value and another amount if he or she dies. Usually
people who buy whole life insurance policies intend to keep them but in
fact many people surrender the policies early. For this reason, you
should consider cash values in determining the cost of a policy.

The Surrender Cost Index

This index takes into account all three factors discussed above, as well
as interest. The surrender cost index compares costs as if you surren-
dered the policy in the future and took its cash value.

Before anyone sells you a life insurance policy, he or she must give you
surrender cost index figures at 10 and 20 years. To see how that policy
ranks, you should compare those figures with ones for similar policies
from other companies.

Here’s how a cost index works. Suppose a woman wants to buy a
$25,000 non-participating whole life policy. The following chart shows
possible ranges using the surrender cost indexes for this type of policy. .

$25,000 Non-Participating Whole Life Cost Comparison*
Surrender Cost Index—Female

10 year © 20 year
Age 25 Low 57 Low 2.10
High 8.66 High 7.96
Age 35 Low 1.43 Low 3.57
High 10.66 High 12.36
Age 45 Low 4.40 Low 7.02
High 15.77 High 23.27

If the woman is 35 years old, a policy with a 10 year surrender cost
index close to 1.43 and a 20 year index close to 3.57 is likely to be a better
value. If she bought the policy with the 20 year index of 3.57, instead of
12.36, and surrendered it after 20 years, she would save about $4,300.

If the woman wanted to buy a $50,000 5-year-renewable and converti-
ble term policy, she might find the following ranges of indexes for poli-
cies she could buy:
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$50,000 5-Year Term Cost Comparison*
Surrender Cost Index—Female

10 year 20 year
Age 25 Low 1.54 Low 1.60
High 7.14 High 6.87
Age 35 Low 2.07 Low 2.81
High 16.37 High 15.00
Age 45 Low 4.30 Low 6.22
High 12.09 High 17.56

These ranges are quite different from those for the whole life policies.
This is why 1t’s important to decide what kind of policy to buy before
comparing costs.

To get the most reliable comparisons, keep the following rules in
mind:

- Cost comparisons should be made only among similar policies. For
example, you should avoid using the surrender cost index to com-
pare term and whole life insurance.

- Compare index numbers only for the type of policy, for your age
and for the amount you want. No one company offers the lowest
cost for all types of policies.

- Small differences in index numbers may be offset by other policy
features or differences in the quality of service.

- This index is not designed to determine whether you should drop a
policy you own for a new one. If such a change is suggested, you
should ask for information from the company which issued the old
policy.

* The figures in the tables are for illustration only. Policies with low
index numbers may not always be available to all customers. The
interest assumption used in computing surrender cost index data in
Wisconsin is 5% . Surrender cost index figures for participating pol-
icies are based on illustrated dividends which are not guaranteed.
All values are per $1,000 face amount. Surrender cost index data
were collected in November 1978 from insurance companies on pol-
icies sold in Wisconsin.

Other Useful Indexes

Life Insurance Net Payment Cost Index. This index does not take
cash values into account. It is useful if your main concern is the benefits
to be paid at your death. As with the surrender cost index, a policy with a
lower index figure is likely to be a better buy.

The Equivalent Level Annual Dividend. 'This index is an average an-
nual dividend, taking the time value of money into account.

Average Annual Rate of Return. This index approximates the rate of
return on the cash value of a policy. The higher the index figure, the
greater the rate of return. If any agent or company attempts to sell you a
- whole life policy by emphasizing its investment value, you should ask to
see its 10 and 20 year average annual rate of return. Using this index you
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can compare the policy’s “yield” with the after-tax return of other in-
vestments.

SHOPPING HINTS

- BUY ONLY WHAT YOU CAN AFFORD. If you drop your whole
life policy because the premiums are too high, you will lose a sub-
stantial amount of money.

- CONSIDER GROUP INSURANCE. Group coverage through an
employer or employee group is generally less expensive than indi-
vidual policies. If you are eligible for group coverage, take advan-
tage of it.

- TRY NOT TO LEAVE YOURSELF UNDERINSURED. When
your needs are greatest, term insurance may provide you with
much more protection for your money than whole life.

- SHOP AROUND. Policies vary substantially in cost. Before you
buy a policy, check the surrender cost index.

- COMPARE POLICIES AND COMPANIES. The company with
the lowest indexes for one policy will not necessarily have the low-
est indexes for others.

LOOK FOR A GOOD AGENT. An honest, well-informed agent
will assist you in making the right choice.

- THINK CAREFULLY BEFORE REPLACING YOUR POLICY.
Sometimes an expensive policy may provide you with little protec-
tion for the money and a switch to term insurance may make sense.
In other cases, switching policies may be a mistake.

i

REMEMBER: COMPARISON SHOPPING SAVES MONEY. ANY
TIME YOU SPEND LEARNING ABOUT LIFE INSURANCE POLI-
CIES;AND COMPARING COSTS WILL BE WORTH IT.

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. Register, November,
1978, No. 275, eff. 1-1-79; am. (3) (a) and (6), r. and recr. appendices, Register, January,
1980, No. 289, eff. 2-1-80.

Ins 2.15 Annuity benefit solicitation. (1) FinpinGs. Information on
file in the office of the commissioner of insurance and submitted as Ex-
hibit 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 con-
tracts to Wisconsin residents are confusing, misleading and incomplete,
and that annuity purchasers are not receiving the information needed to
make sound purchase decisions. The commissioner of insurance finds
that such presentations and sales material are misleading, deceptive and
restrain competition unreasonably as considered by s.628.34 (12),
Stats., and that their continued use would constitute an unfair trade
practice under s. 628.34 (12), Stats. and would result in misrepresenta-
tion as defined and prohibited in s. 628.34 (1), Stats.

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

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

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

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

2. Contracts registered with the federal securities and exchange com-
mission;

3. Group annuity and pure endowment contracts purchased under a
retirement plan or plans of deferred compensation established or main-
tained by an employer (including a partnership or sole propnetorshlp)
or by an employe organization, or both;

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

5. Policies or contracts issued in connection with employe benefit
plans as defined by section 3 (3) of the federal employe retirement in-
come security act of 1974 (ERISA) as amended from time to time, ex- -
cept policies or contracts issued in connection with plans providing for
the purchase of annuity contracts solely by reason of salary reduction
agreements under section 403 (b) of the Internal Revenue Code;

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

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

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

9. Settlement options under life insurance or annuity contracts.

(4) DEerFINITIONS. (a) “Preliminary Statement of Benefit Informa-
tion” means a written statement to be provided to the buyer prior to sale
which describes the elements of the annuity contract or deposit fund in
the manner set out in sub. (5);

(b) “Wisconsin Buyer’s Guide to Annuities” means the document
which contains, and is limited to, the language set forth in Appendix I to
this section;

(c) “Statement of Benefit Information” means a written statement to
be provided to the buyer at the time of contract delivery describing the
elements of the annuity contract or deposit fund in the manner set out in
sub. (6);
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— The size and frequency of premium payments. Some contracts spec-
ify how much and how often you must pay premiums. These are called
scheduled premium annuities. Others allow you to pay as much as you
wish whenever you want to, within specified limits. These are called
flexible premium annuities. There are also single premium annuities
which require only one premium payment.

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

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

WHICH ANNUITY SHOULD I BUY?

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

— Dol want fixed or variable benefits?

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

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

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

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

FINDING A GOOD BUY

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

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

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

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

Register, October, 1982, No. 322



12 WISCONSIN ADMINISTRATIVE CODE
Ins 2

~ The “effective yields at maturity” are useful for the comparison of
similar annuities and for comparison with any “yield” or “return”
which you may have been shown. Do NOT use these yields, how-
ever, to compare the annuity with alternative investments.

— Check the size of the cash surrender values in the early years of the
contract compared to the premiums paid in. If you surrender an
annuity contract during the first few years, you often will get back
less than you have paid in:

— Be sure to distinguish between guaranteed and non-guaranteed
values in the contract. “Illustrated” values are based on current
interest and dividend levels which may or may not apply in the
future. Compare annuities using both illustrated and guaranteed
values.

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

— If you are thinking of buying an individual retirement account
(IRA), be sure that you are eligible for the IRA and that you un-
derstand what will happen if you lose your eligibility or are unable
to continue payments for some other reason.

— When tax savings are illustrated, find out what assumptions are
being made. If the assumptions do not apply to your case, the illys-
trations will not be meaningful.

— Find a professional who understands annuities as part of a total
financial picture. You may want to get advice from several people
before making a final decision.

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

Office of the Commissioner of Insurance
123 West Washington Avenue

Madison, Wisconsin 53702

(608) 266-0103

‘ns 2.16 Life insurance advertisement; unfair trade practice. (1)
ipinGs. (a) Information gathered by the office of the commissioner of
urance shows that many solicitations, representations and advertise-
nts for life insurance display yields on cash values which are misiead-
‘because they do not disclose the way in which this yield is used, what
ounts are guaranteed, or other factors which affect the rate of return.

(b) The commissioner of insurance finds that such solicitations, rep-
entations and advertisements are misleading, deceptive, provide an
fair inducement and restrain competition unreasonably and therefore
1stitute an unfair trade practice under s. 628.34 (12), Stats., and that
s information required in this rule is consistent with ss. 601.01 and
3.34, Stats., and will improve the ability of prospective buyers of life
urance to select appropriate coverage under s. 628.38, Stats.

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

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

(3) DerFiniTIONS. In this section:

(a) “Guaranteed interest rate” on a policy means the lowest rate of
interest which may be paid on cash values during the lifetime of the
contract.

(b) “Illustrated rate” means a rate shownin a solicitation, represen-
tation or advertisement, which may be guaranteed for a limited period of
time, but is not guaranteed for the lifetime of the contract.

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

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

2. Credit life insurance

3. Group life insurance

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

5. Life insurance policies registered as securities.

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

1. A general statement describing the existence of first year and an-
nual expense charges, mortality charges and surrender charges which
will be deducted from the premium before the interest rate is applied;

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

3. The amounts of the cash value or premium to which the guaranteed
and the illustrated rates are applied; for example, if interest on the first
$11,00g of cash value is limited to the guaranteed rate this shall be dis-
closed; .

4. 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;

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

(b) All information required to be disclosed shall be set out in such a
manner as not to minimize or render any portion cbscure.
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1. If the advertisement shows nonguaranteed interest rates for pre-
mium or cash value accumulation, the guaranteed rates shall be dis-
closed with equal prominence.

2. In the case of printed advertisements, all information required to be
disclosed shall appear in close proximity to the interest rate, in a type
size and style similar to that in the text of the advertisement.

(6) NoNGUARANTEED AMOUNTS. (a) Nonguaranteed features of a pol-
icy, if illustrated in a life insurance solicitation, representation or adver-
tisement, may not be more favorable to the policyholder than those
based on the current interest rates, dividend scales, and other variable
components currently used by the insurer. For purposes of this para-
graph, an interest rate, dividend scale, or other variable component
which has been publicly declared by the insurer with an effective date
not more than three months subsequent to the date of declaration shall
be considered current.

(b) Nonguaranteed amounts may not be used in any life insurance
advertisement unless accompanied in close proximity and with equal
prominence by the corresponding guaranteed amounts.

(7) SeveraBILITY. If any provisions of this section or its application to
any person or circumstance is held invalid, the invalidity does not affect
other provisions or applications of this section which can be given effect
without the invalid provision or application, and to this end the parts of
this section are declared to be severable.

History: Cr. Register, October, 1982, No. 322, eff. 11-1-82.
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