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Ins 2.01 Estoppel byrepoit of medical examiner. No
company or fraternal benefit society shall issue in this state acan-
traet, based on a medical examination, providing for disability
benefits, the provisions of which arc in conflict with ss. 632.50
and 632.71, Stets., ar shall indulge in any practice which is at vazi-
anca with said section.

History, 1-2-56; emcrg. am. eft, Er-22-76; am, Register, September, 1976, A`q.
249,eff.10-1 76.

Ins 2,02 Stank life insurance corparatians writing
participating policies. ; (1) PIiItPOSB. The repeal of the rule
previously in affect and the adoption of this rule is for the purpose
of revising the formal interpretation of certain statutes consistent
with statutes and business methods now in existence. This rule
implements and interprets applicable statutes including ss.
601.44, 601.42, b41.43, 628.34, 632.62,.Stats., and chs. 611 and
b18, Slats.

(2} Sct7PH. This rule shall apply to stack insurance corpora-
tionswhen transacting thelcinds of insurance authorized by s. Ins
6.75 (1) (a) in the form of participating policies.

(3} LIMITATION OP PROFI"I'S IN[IRING Tt7 THE BHNEPIT OP STt]CK-

HoL^HRS. The protection of the interest of the public purchasing
participating policies and contracts issued by stock life insurance
corporations requires a reasonable limitation of the profits onpar-
ticipatingbusiness that shall he made available to stockholders. In
consideration of the amount of life insurance customarily trans-
acted inrelation to the capital contribution of sfockholdi:rs and to
safeguard the interest of policyholders in this state, no profits on
participating policies and contracts in excess of the larger of a)
14% of such profits orb) 50¢ per year per ^ 1,000 of participating
life insurance in force at the end of the yeaz shall inure to the bene-
fit of stockholders.

(4} I.ICHNSH REQUIREAiHNTS. Na StOCk life lnsuranCC CO1pOCa-

tiondoing busines s inthis state in which policyholders are entitled
to sharp in the surplus shall be licensed or relicensed to transact
busines s in this state unless the corporation shall f le an agreement
(evidenced by a resolution of its board of directors or other appro-
priate body having the power to bind such corporation and its
stockholders) to the effect that;

(a) No profits on participating policies and contracts in excess
of the larger of 14 °lo of such profits or 50¢ per year per $1,QC14 of
participating life insurance in faro; at the end of the year shall
inure to the benefit of stockholders.

(b) The profits an its participating policies and contracts shall
be ascertained annually by allocating to such policies and con-
tracts specific items of gain, expense, or loss attributable to such
policies and contracts and an equitable proportion of the general
gains or outlays of the company.

(c) Such profits as shalt inure to the benefit of stockholders
shall be determined and apportioned annually.

(d} The accounts of the participating and nonparticipating
classes will be kept separate.

(e) No,partafthefundsaccumulatedorbelangingtothepartic-
ipating class shall be transferred to lice nonparticipating class.

(f) Tile agreement shall remain in effect so long as any out-
standing participating policies or contracts of such conlpany are
held by persons resident in Wisconsin except as the applicable
requiramants of statute or administrative rtlle may be modified or
superseded by subsequent enactments.

(5} ExcHtYnaxs. In accordance with s. 632.62„Slats., the
agreement required by s .ub. (4) (e) may be modified to the.extent
necessary to be consistent with the existing charter of the stocklife
insurance corporation.

(6) ANNt1A[, FiL1NG. No stack life insurance corporation doing
business in this state in which policyholders are entitled to share
in the surplus shall be licensed or relicensed.to transact business
in this state unles. s . the corporation shall annually file the informa-
lion required by s, 601.42, Stets.

Foie; Heforetssuing a new or renewal license to transact insurance in this state,
thecommission^rofinsurance isrequired byss.201.(kiS and201.34, Slats., to be sat-
isfiedthat themethods and practices of the insurer adequately safeguardtheinterests
of its policyholders and the people of this state, Section 206.13, Stets., provides for
the issuance of participating life insurance policies by stock companies: . . ,

The nature of participating policies is that the premium charge includes an sddi-
tional lvadingwhich acts as the safety factor to provide forvarious contingencies that
may develop during the term of the policy. The additional premium thus collected is
thenretumed to the policyholder in floe form of dividends, Section 201.36, StatS•,pro-
videsfor the annual apportionment and return of such sums after making provision
for requited resenes and liabilities.

inrespect tv those policies in whichthe policyholder is entitled tv share iri thesur-
plus, s, 206.36, Slats., provides for the payment of authorized dividends on capital
stock from the surplus accumulations of the participating bussness of the company.
Section 201.54, Slats., authorizes distribution of savings, earnings, or surplus to any
class of policyholder by filing a schedule thereof with the comtttsssioner in those
cases where such a distribution was not specified in the policy. ]n such cases the com-
msssioner hasan obligatlonta besatisfied that themethods andpractices of the com-
pany are such as to safeguard the interest of the policyholders.

Tlic principal portion of the earnings on participating policies is due tq the addi-
tiona[loading inthe premium charged for the policy. It would be a mi sreprescntation
of the participating provisions of any such policy or contract if a substantial portion
of theprofits accruing from such policies or contracts were not to be returned to the
policyholders. SS. 206,51 (1) and 207.04 {I) {a}, Slats., prohibit the ndsrepresenta-
tian of the dividends or share in surplus to be received on any policy.

it is evident that a stock insurance corporation should not have complete freedom
in detcmilning the amounts that are to be removed from the funds accumulated or
hclongingtothe pariicipatingclass ofpolicpholdcrs and used for thcbencfit of stock-
holders, A reasonable liniitatign in Iheamounts that shall inure to the benefit of stock-
holders is neecssaryfar thcfair and equitable treatment of stock life insurance Cnrpo-

rativns, stockholders, and ^olicyhglders. Section 216 (6j of the Ncw York insurance
statutes provides for a limitation comparable to that stated in the rule. "13te record in
that state indicates such a limitafson to be reasonable and workable and we believe
it to be a proper safeguard of the interests of the people of this state, All present tense
statutory references herein are to 1973 Stau.

History: I-2-56;r. andrecr.Register,August, 1962,I^o.89,eff.9-1 fi2;rcnum.
{4) (d) lobe (4) (t) cr. (4) {d), (4) (c), (5) and (6), Register January,1964, No. 97, eff.
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2-I-64; am. {1) and (6), Register, May,1975, No.233, eff. 6-1-75; emerg. azn. ([),
(2), (5) and (6}, eff. 6-22-76; am. (1), (2), (S) and (6), Register Septembe , 1976, No.
244, eff. IO-1-76; am, (t} and (2), Register, A4arch, 1979, ATo. 279, eff.4-1 79.

Ins 2.03 Poficles not dated back to lower insurance
age. (1) No catnpany sha[1 issue for delivery in this skate any
policy ar 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 application
must be considered to be the date an which the application {Part
I) or the medical examination {Part lI) is completed, whichever is
the later.

(2) This ruling does not prohibit Elie exchange, alteration or
conversion of policies of fife insurance as of the original date of
such policies if the amount of insurance provided under the now
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 far, whichever is greater; nor prohibit the exer-
cise of any conversion privilege contained in any policy ar con-
tract.:.

Ins 2.04 Substandard risk rates. Lifeinsurancecompa-
nies may ` charge premitims in excess of dte maximum premiums
as defined in s. 206,26, 1973 Stets., provided the addition to the
maximum premium is made to cover the extra risk awing to the
fact that the person is a substandard risk, arts engaged in a hazard-
ous aecupation.

Itistoryt 1 2-56; emerg, out. eff. 6-22 76; am. Register September, 1476, No.
249, eff. ]a-1-76,

Ins 2.05 Separatestatementofpremiumsforcertain
disability insurance benefits included in life or endow-
ment insurance policies. (^) PURPOSE. Tltis rule provides
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 imple-
ments the separation of premium requirements stated in s. 632.44
(1), Stets., as they relate to the inclusion of disability insurance by
policy provision or rider in life or endowment insurance policies
such as authorized by s. Ins 6.70 and s. 627.06, Stets.

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

{3) DEFtilTITIONS. (a) Life or endowment insurance. The basic
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 endowment
insurance or an integral part of such coverages.

{b) Disabilit)^ 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 duo to bodily injury,
death by accidenk, or health of persons:

(c) Separarestatemeratofprerniurrt. Individual statementofthe
exacE gross premium charged for each distinct disability insurance
coverage required by khis rule to be stated separately from the pre-
ntiutn charge for the basic life or endowment insurance coverage.

(^^ STANDARDS ANQ PROCEDiIRES FOR Dk^Ri91NATION. The

following criteria or standards in pars. (a) t}traugh (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 sepa-
ratestatement of the premium charged far such disability benefit.
Subject to the approval of the commissioner of insurance, a dis-
ability benefit, coverage, or clause which satisfies the standards
fisted below may be included in the basic life or endowment cov-
erage without a separate statement of cost. Disability coverages

oat meeting these standards may be included in or attached to the
policy only with a separate statement of the prctnium if they other-
wise meet the statutory requirements in respect to combination of
coverages. The mle 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 cast far t}te 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 far, and the applicant would
usually desire, the inclusion of the disability benefit.

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

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

(^^ DISABILITY BENEFITS 1VHICH REQUIRE A SHl'ARATE STATH-
MEilT The following list constitutes a partial listing of disability
coverages considered by the commissioner to be additional bene-
fits which generally require a separate statement of premium
charge if they are attached to or included in life or endowment
coverage in accordance with other statutory requirements. Any
such beneFit Wray be included in a life or endowment insurance
policy without a separate statement of premium if it is demon-
strated that it meats the requirements listed in sub. (4),

(a) Waiver of premium benefit for death anc)lor disability of
payor.

(f) Major medical benefit.
(g) Surgical benefit.
{$) DISABII.IT'Y sElvEE1TS NoT LISTED. Disability benefits

which are non 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 included
provisions, will be based, upon the requirements of s. 523.06,
Stets., or other applicable statutes or, in the absence of specific
requirements, on such additional standards as the connnissioner
of insurance may prescribe.

($) 13I^FEC1TVE DATA. 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 mle.

Dote: Sec historicalnoterelatingtos.Ins2.a5asprintedwiththisruleasreleased
in December, 1984.

I[islory: t-2-56,r.andtrcr.,Register,March, 1965,A'o.Ill,eff.Q-1^5;emerg.
am. (1), (2) and (3) @), eff. 6-22-76; am. {1), (2) and (3xb) Register, Septemler,
1976, No. 249, eff,1(^1-76; am. { 1), (2}and (3} @), Register, r4uch,1979, No. 279,
eft. 4-1-74; r. (9) under s. 13.93 {2m) (b) 16., Stets., Register December, 1984, ATO.
348; corrections made wader s, 13.43 (2m) @} 6., Stets., Register, .Fune, 1997, No.
498,

Ins 2.07 - Replacement of life Insurance or annuity
contracts; disclosure requirements, (1) PURPOSE. The
interest of life insurance and annuity policyholders must ba pro-
tected by establishing minimum standards of conduct to be
observed in the replacement or proposed replacement of such pol-
icies, by reducing the opporhtnity for misrepresentakion in
replacement or possible replacement situations, and by preclud-
ingunfair meEhods of cotnpetitionand unfair p"ractices in the busi-
ness of insurance. This section implements and interprets s.
62$,34, Slats., by establishing minimum standards for the replace-
ment of life insurance and annuities.

(h) Loss of sight and/or dismemberment benefit.
(c) Disability income benefit.	 ^- -
(d) Hospital insurance,
(e) Basic or prir►tary medical insurance.

Register, October, 1998, No. 514
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{2) SCLtPE. 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 insurance c^rpora-
tions, fraternal benefit societies, or the State Life Insurance Fund.
Tltis section shall not apply to credit life insurance; group life
insurance or group annuities; contracts issued in connection with
employe benefit or welfare plans as defined by Section 3 (3} of the
federal employe retirement income security act of 1974 (FRIBA)
as amended from time to time, except policies ar contracts issued
in connection with plans providing for purchase of life insurance
policies or annuity contracts solely by reason of salary reduction
agreements under section 403 (b) of the Internal Revenue Cade;
to the purchase, within the same insurer, of insurance under a
guaranteed insurability option or conversion option; nor to short-
term nonrenewable life insurance policies written for periods of
31 days or less.

(3) Di?^I,^rl^o;v. (a) For the purposes of this section, "replace-
ment" is any transaction in which new life insurance or a new
annuity is to be purchased and,existing individual life insurance
or an arinuity has been, may possibly be, or is to be lapsed, surren-
dered, converted into paid-up insurance, become extended insur-
ance, or the cash or loan value (or a portion thereof) is utilized or
contemplated for use in the future in connection with the purchase
of new insurance or annuities.

(b) For the purpose of this section, the "Notice" means a docu-
mentcompleted by the applicant and the agent or insurer prior to
completing a new application for a life insurance or annuity c^n-
tract, which provides necessary information regarding replace-
ment transactions, insubstantially the same format for all insurers,
as specified by the co^ttmissioner. Appendix I to this section con-
tainsthe "Notice"to be used when an agent is involved in a solici-
tation, and Appendix Ii Contains the "Notice" to 6e used when na
agent is involved. Appendix III to this section contains the defini-
tions to be printed an the reverse side of the "Notice".

{4) DtrrlES oP T[In ncs>vT. (a) The agent shall:
1. Determine prior to completing a new application whether

or not replacement is involved.
2. Obtain with or as a part of each application far life insur-

ance ar an annuity a statement signed by the applicant as to
whether the insurance or annuity will replace existing life insur-
ance or an existing annuity on the same life.

3. Submit to the insurer in connection with each application
for life insurance or an annuity the statement obtained under subd.
2, together with a statement as to whether, to the best of the agent's
knowledge, replacement is involved in the transaction.

{b) Where replacement is involved or proposed, the agenk
shall;

1. Before taking an application for lifeinsuranceoranannuity
furnish the notice contained in Appendix I to the applicant for
review and completion of the applicant's portion of the Notice.

2. Complete the certification statement on the Notice, sign
and date the Notice, and list the policy number and name of insurer
of each policy which there is reason to think may be replaced.

3. Leave a completed copy of the Notice with the applicant
for his or her records prior to completing the application for the
now policy.

4. Submit a completed copy of the Notice with the application
to the proposed insurer.

S. Maintain a copy of the Notice in the agent's file for that
applicant for at least 3 years.

(5) Du'rins o^ wiz uasuREtt. (a) If agents aze involved with the
solicitation of life insurance or annuities on residents of this state,
every authorized insurer shall inform its agents of the require-
ments of this section and:

1, Secure with or as part of each application the statements
required by sub, {4) (a) as to whether the new insurance or annuity
will replace existing insurance or an annuity on the same life.

2, Review the statements prior to commencing any underwrit-
ing, but in no event later khan S days after receipt of the applica-
tion, to determine if replacement is involved.

3. Keep a copy of the statements on file with the application
for at least 3 years indexed so as to be readily available to the office
of the commissioner of insurance,

4, Where a replacement is involved:
a. Secure with the application a completed Notice.
b. Within 5 days of receipt of the application, and prior !a

commencing any underwriting, send a written notification of the
replacement ar possible replacement to the home office of each
replaced insurer. Notification shall include the applicant's name,
t}te insured's name, the policy number of the policy being
replaced, the generic name and face amount of the replacing
policy and the legal names of al[ insurers. .

c, Maintain copies of the Notice and notit`ications for at least
three years indexed so as to be readily available to the office of the
commissioner of insurance.

d. Guarantee to the policyholder at least a 20-day right to
return the policy after delivery for a full refund of premium, and
provide a written notice attached ta, ar as part of, the first page of
the policy informing the policyholder of this right.

(b) If agents era not involved with the solicitation of Iife insur-
ance or annuities on residents of this state, every authorized
insurer shall:

1. Provide a copy of the Notice contained in Appendix lI with
any solicitation material that proposes replacement and contains
an application for life insurance or an annuity.

2. Prior to approving or issuing a policy, secure with or as part
of the application a statement signed by the applicant as to whether
ttte new insurance or annuity will replace existing insurance or an
existing annuity, and the name of every company and every policy
number which may be replaced.

3. Review the statement prior to commencing any underwrit-
ing, in na event later than 5 days after receipt of the application,
to determine if replacement is involved.

4. Keep a copy of the statement on File with the application
for atleast 3 yeazs indexed so as to be readily available to the office
of the commissioner of insurance.

5. Where replacement is involved:
a. Within 5 days of receipt of the application, and prior to

commencing any underwriting, Bond a written notification of the
replacement or passible replacement to the home office of each
replaced insurer. Notification shalt include the applicant's name,
the insured's name, the policy number of the policy being
replaced, the generic name and face amount of the replacing
policy and the legal names of all insurers.

b. Send the applicant a copy of the Notice contained in
Appendix II no later than the time the policy is issued.

a, Maintain copies of the Notice and notifications far at least
3 years indexed so as to be readily available to the office of the
commissioner of insurance.

d. Guarantee to the policyholder at least a 20^1ay right to
ieehtrn the policy after delivery for a full refund of premium, and
provide a written notice attached to, or as part of, the first page of
the policy informing the policyholder of this right.

(6) Corrrerrrs o^ Tlla xoncl;. The Notices contained in the
Appendices to this section shall be reproduced in their entirety on
one side of 8 1/2 by 11"plain paper. The definitions in Appendix
III shall he printed on the reverse side of the Notice. References
to Appendix I, II or Ill should not be printed on the Notice or Defi-
nitionsform. The insurer may print its legal name in the space pro-
vided.

(7) VtoLA'rtoly. Any violation of this section 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 s. 601.64, Btats. Failure to comply with the require-

Register, October, 1498, No. 514
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tnents of this section shalt net alter the requirements of any insurer
with respect to claims.

(9) EFFEC'l^tva i7nTli. This rule shall appiy to alt solicitations
which commence on or after March 1, 19$2.

History: Cr,RCgistcr,March,1972,i^o.195,cff.6-1-72;cmerg.am.(I)and(2)

NISTRATIVI? COD); 	 6

eff. b-22-7b; am. (I) and (2); Register, September,1976,1\0. 249, eff. i0-1--76; am.
(2}, Regi ster, Mnrch,1979, Nn. 279, efl: 4-1 79; r, and recr. Register, Januazy, 1982,
No. 913, eft: 3-1^2; r. (8), under s. 13.93 (2m) (b) 16., Slats., Register, December,
1984, 30.348.

Register, October, 1998, No. 514
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Ins 2.t)7 Appendix I
IMPORTANT NOTICE REQUIRED BY WISCONSIN INSURANCE LAW

DEFINITION: REPLACEMENT IS any transaction where, in connection with the purchase of New Insurance or a
New Annuity, you LAPSE, SURRENDER, CONVERT to Paid--up Insurance, Place on Extended
'Perm, or BORROW ali or part of the policy loan values an an existing insurance policy or an annuity.
(See reverse side for DEFINITIONS.)

IF YOU INTEND TO	 In connection with the purchase of this insurance or annuity, if you have REPLACED or intend to
REPLACE COVERAGE

	

	 REPLACI? your present life insurance coverage or annuity(ies), you should be certain that you under-
stand all the relevant factors involved.

Yott should BE AWARE that you may be required to provide Evidence of insurability and

1)If your HEALTH condition has CHANGED since the application was taken an your present poll-
-	 ties, you may be required to pay ADDITIONAL FREMIUMS under the NEW POLICY, or be

DENIED coverage.

2) Yaur present gccupation or activities Inay_ not be covered or could require additional premiums.

3) The INCONTESTABLE and SUICIDE .CLAUSE will begin anew in a new policy. This could
RESUI.TinaCLAlMunderthenew lit BEINGDENIEDthatwouldotherwisehavebeen aid.

4) Current law DOES NOT REQUIRE your present insurers) to REFUND any premiums.

5) It may be to your advantage to OBTAIN INFORMATION regarding your existing policies from the
insurer_or agent from whom you purchased the policy,

(If an annuity is being purchased Items 1, 2 and 3 above would not apply to the new contract).

THE INSURANCE OR ANNUITYI;IES) I INTEND TO PURCHASE FROM	 MAY REPLACE OR
ALTER EXISTING LIFE INSURANCE OR ANNUITY POLICY(IES).

The following policy(ies} may be replaced as a result of this transaction;

Insurer as it appears on the policy 	 Insured as it appears on the policy	 Policy Number

The proposed policy is:

Type of policy—generic name 	 Face amount

Signature of applicant 	 Date

Address of applicant	 City	 State

I certify that this farm was given to and completed by 	 (Applicant,-- p_lease_print or tXpe) 	 prior to taking
an application and that I am leaving a signed copy for the applicant.

Agent's signature	 Date

Address

City	 State

Register, October, 1498, A*a. SI4
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Ins 2.D7 Appendix II

I(I^IPORTANT NOTICE REQUIRED BY WISCONSIN INSURANCE LAS'V

D)wFINITION: REPLACEMENT IS any transaction where, in connection with the purchase of New Insurance or
a Ncw Annuity, you LAPSE,'' SURRENDER, CONVERT to Paid—up Insurance, Place on
Extended Terns, or BORR0IV al[ or part of the policy loan values an an existing insurance policy
or an annuity. {See reverse side for DEFINITIONS.)

I}? YOU INTEND TO	 In connection with the purchase of this insurance or annuity, if you have REPLACED or intend to
REPLACE COVERAGE	 REPLACE your present life insurance coverage or annuity(ies), you should be certain that you

understand all the relevant factors involved.

You should BE AWARE that you may be required to provide Evidence of insurability and

1} I#your HEALTH condition has CHANGED since the application was taken on your present
policies, you may be required to pay ADDITIONAI.PREMIUMS under the NEW POLICY, or
6e DENIED coverage.

2) Yvur present occupation or activities m not he covered or could re wire additional remi ms.

3} The INCONTESTABLE and SUICIDE CLAUSE will begin anew in a new policy. Tlus could
RESULT in a CLAIM under the new policy BEING DENIED that would otherwise have been
paid.

,4} Current law DOES NOT REQUIRE your present insurers) to REFUND any premiums.

S) It may be to your advantage to OBTAIN INFORMATION regarding your existing policies
from the insurer or agent from 1 m o urchased the olic .

{If an annuity is being purchased, Items 1, 2 and 3 above would not apply t4 the new contract).

CAUTION	 If after studying the information made available to you, you decide to replace your existing life
insurance or annuity with our contract,-you are urged not to take action to terminate or alter your 	 ^'
existing coverage until after you have been issued the new policy, examined it and found it to be
acceptable to you.If you should terminate or otherwise materially alter yourexisting coverage and
fail tv qualify for the life insurance for which you have applied, you may find yourself unable to
purchase other life insurance or be able to purchase it only at substantially higher rates.

INSURER'S MAILING DATE:

Rcgistc ,October, I99$, No. 514
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Ins 2.07 Appendix [II
DEFINITIONS

Premiums: Premiums are the payments you snake in exchange for an insurance or annuity contract. They are unlike deposits in a savings
or investment program, because if you drop the policy, you might get back lass than you paid in.

Cash Surrender Value: This is the amount of money you can gat in cash if you surrender your life insurance policy or annuity. If there
is a policy Ioan, the cash surrender value is Ehe difference between the cash value printed in the policy and the loan value.
Not all policies have cash surrender values.

I apse: A life insurance policy may lapse when you don't pay the premiums within the grace periud. If you had a cash surrender value,
the insurer might change your policy to as much extended term insurance or paid-up insurance as the cash surrender value
will buy, Sometimes the policy Iets the insurer borrow from the cash surrender value to pay the premiums.

Surrender: You surrender a life insurance po]icy when you either let it lapse or tell the company you want to drop it. Whenever a policy
has a cash surrender value, you can get it in cash if you return the policy to the company with a written request. Most insurers
will also let you exchange the cash value of the policy for paid-up or extended term insurance.

Convert to Paid-Up Insurance: This meaets you use your cash surrender value to change your insurance to a paid-up policy with the
same insurer. The death benefit generally will be lower than under the old policy, but you won't have to pay any more pre-

..	 miums.

Place an Extended Term: This means you use your cash surrender value to change your insurance to term insurance with the same
insurer, In this case, the net death benefit will be the same as before. However, you will only be covered for a specified period
of time stated in the policy..

Borrow Policy Loan Values; If your life insurance policy has a cash surrender value, you can almost always borrow all or part of it from
the insurer. Interest will be charged according to the terms of the policy, and if the loati with unpaid interest ever exceeds the
cash surrender value, your policy will be surrendered. If you die, the amount of t}te loan and any unpaid interest due will be
subtracted from the death benefits.

Evidence of insurability. This means proof that you are an acceptable risk. You have to meet the insurer's standards regarding age,
health, occupation, etc., to ba eligible for coverage.

Incontestable Clause: This says that after one ar two years (depending on the policy or insurer) the life insurer twill not resist a claim
because you made a false ar incomplete statement when you applied for the policy. For the early years, though, if there are
wrong answers on the application and the insurer finds out about them, it can deny a claim as if the policy had never existed.

Suicide Clause: This says that if you commit suicide after being insured for less than one or two years (depending on the policy and
insurer), your beneficiaries will receive only a refund of the premiums that ware paid.
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Ins 2.08 Special pollcles and provisions; prohibi-
tions, regulations, and disclosure reduirements.
(t) P[TRPLTSE. 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 premiums to
be separately stated. This rule implements and interprets appiica-
blestatutes including ss. 628.34, 631.20, 632.44 (1) and 632,52,
Stafs.

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

(3) DEI^1r`̂ ITIO^s. Far the purpose of this rule certain life insur-
ancepolicy farms 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 fo the insurance confract. The coupons are
devised to give the appearance of ttte interest coupons that are fre-
quently attached to investment bonds. Although the face amount
of the coupon benefit is essentially a refund of premium pre-
viouslypaid by a policyholder, it is frequently represented that is
the earnings ar return on the investment of the policyholder in life
insurance.

(b) "Charter policy" is a term ar name assigned by an insurance
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 availa-
bility wilt 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 pollcles and non-participating policies. It is
characteristic of such a policy that in its presentation to the public
if is represented that the policyholder will receive a special advan-
tage in any future distribution of comings, profits, dividends or
abatement of premium. It is also represented that such advantage
will not be made available to the persons 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 era so used they shall be considered as charter policies.

(c} A "Profit-sharing policy" is any policy form which con-
taius provisions representing that the policyholder will be eligible
to participate, with special advantage not available to the persons
holding other types ofpolicies issued by the satne 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 purchasing a life
insurance policy which may be subject to refund of excess pre-
mium paymenfs.The provisions of the policy may incorrectly rep-
resent the amount and source of surplus that will be available for
apportionment and return to policyholders in the form of divi-
dends. Policy forms using such terms as profits, surplus, or sur-
plus-sharing in the manner herein described shall, for the purpose
of this rule, be considered as profit-sharing policies.

(^l) PROttIB1TIONS, REGULATIONS, AND DISCLOSURE REQUIRE-
ntEtl^TS. In accordance with the purpose expressed in sub. (1) and
in consideration of the apparent intent of the legistahtre, the use
in this state of certain types of policy forms and policy provisions
shall be subject to the following prohibitions and regulations;

(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 funding
.medium to provide gifts to a corporation without profit, as pro-
vided in s. 615.04, Stets., containing a series of one year pure
endowments or a series of guaranteed periodic beneftts 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 fault 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 Apri11, 1965, na such policy herein described shall be
approved for use and no such policy heretofore approved shall be
issued ar delivered in this state unless:

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
an or after the tune such pure endowment has matured,

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

4. -The gross premium for the pure endowment or guazanteed
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 ar guazanteed periodic benefits of the policy to
be nothing other than insurance benefits for which a premium is
being paid,

7.. All representations ofthe tote[ premiuntfor the policy con-
tract also show the gross premium for the pure endowment or
guaranteed periodic benefits to an extent such that the prospector.
purchaser is fully informed as to the separate casts involved.

(c) Charter policy farms are defined by s. 628,33, Slats., 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 abatement of
premiums. Therefore, no charter policy shall be approved for use
and no charter policy heretofore approved shall be issued or deliv-
ered in this state on or after June 15, 1962.

(d) Profit-sharing policy fortrts aze 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 cotpora-
tion. Any distribution to a policyholder of the company of earn-
ings,profits, or surplus is a refund of the excess premiums paid by
that policyholder. Such distribution must be fair and equitable to
al] policyholders, it must not discriminate unfairly between indi-
viduals ofthe same class and equal expectation of life, and it must
be in the best interest of the company and its policyholders. There-
fore, no profit-sharing policy shall be approved for use and no
profit--sharing policy heretofore approved shall be issued or deliv-
ered inthis state on or after June 15,1962. Further, on or after June
15, 1962, no participating policy shall be approved and na partici-
patingpolicy heretofore approved shall be issued or delivered in
this state unless the policy provides without deception or misrep-
resentation that the source of any dividends or abatement of pre-
mium is limited to the divisible surplus derived from participating
business.
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Note; Seehistoricalnoterclalingtos.Ins2.08asprintcdwittrtlusruleasreteased
in December,.1984.

HLstory: GY. Register, h9ay, 1952, No. 77, eff. 6-t5-b2; am. (4) {b), Register,
August 196A, No. I04, eff, I2-1^i4; am. (4) (b) (intro, pas.), Register, March, 1965,
No. 111, eff. 4-1-65. cmerg. am. (1) and (2), eff, 6-22 76; am. (1) and (2), Register,
September,1976, loo. 249, eff.10-I 75; ant. (2}, Register, Marcb,1979,1\0.279, eff.
4-I-79; am. (4}{b) (intro.), Register,January, t984, No.337,eff.2-1^4; r. (5) under
s. 13.43 {2m) (b)16., Stets., Register, beccmbe ,1984, No. 348; correction in (4) (c)
made under s. 13.93 (2nt) (b) 7., Stets., Register, April,1992, fio.436; correction in
(2) (c) made under s, 13.93 (2m} (b) S., Stets., Register, Tune, 1997, No. 498.

Ins 2.U9 Separate and distinct representations of
life insurance. (1) PURPOSE. The interestsafpolicyhoidersand
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 mate-
rialrelating to life insurance is set forth separately from any other
material. This rule implements and interprets s. 625.34, Stafs., by
establishing minimum standards for the form of proposals and
statements used to solicit, service, or collect premiums for life
insurance yvhich is sold in connection with a mutual fund or other
security,.

(2) SCOPE. This rule shall apply to the solicitation of, negoti-
ation for, procurement of, or joint billing of any insurance speci-
fied in s. Tns 6.75 (l) (a), within tins 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) DEFizvl^rto;us. For the purposes of this rule:
(a) "Proposal" includes any estimate, illustration, or statement

which involves a representation of any premium charge, divi-
dends,terms, or benefits of any policy of life insurance within sub.
(2)•

@) "Life insurance" includes life insurance, annuities, and
endowments.

(4) RESPONSi13IL1TY OPINSURER AND AGENT. Na insure[ and no
insurance agent shall make, in connection with any transaction
within suit. (2), a proposal ar 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 lute.

(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 ar proposal is made.

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

(a) Be dated and signed by tl)e insurance agent ar by the insurer
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

front any other charge;
(f) If values which may accrue prior to the death of the insured

are involved in the presentation, show the value of the life insur-
ance separately from any ether values;

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

(1►) Set forth ail matters pertaining to life insurance separately
from any matter not pertaining to life insurance;

(i) Contain only such representations aswill accurately reflect
the actual conditions applicable to the proposed insured.

(7) STA'I'E,^IENTS TO 13E SEPARATE. Any bill, statement, or repre-
sentation sent or delivered to any prospect yr policyholder ntusl
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) VIGLATION. 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-Ifi3; cmerg, am. (1} and
{2}, eff. 6-22--76; am. (1) and (2), Register, September,1976, No. 249, eff. lt] -1 76;
am. (I)and{2), Register,March,1979, No.279, eft.4-1--79; r. (9)undeis,13.93 (2m)
(b) 16, Stets., Registe ,December, 1984, No. 348.

Ins 2.12 Exceptions to unfair discrimination. The
fallawing:practices,without being ail-inclusive, shall net becon-
sideredunfairly discriminatory as considered by s. 628.34, Scats.;

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

(2) Issuing life insurance policies or annuity contracts at pre-
mittmsdetermined byrating plans which provide for modification
of premiums based on the amount of insurance; but any such rat-
ing 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 pre-
serve 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 equity
between various classes of policyholders,

(4) Issuing policies under the authority of s. Ins 6.75 (1) {a),
with the premium calculated an the basis of the average age of
those insured or calculated in some other manner which is appro-
priateforthe coverage offered, provided that the rate must be rea-
sonably related to the coverage provided and to the savings made
by use of the rafing 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) Employe benefit trusts or plans conforming to the require-
ments of s. 815.18 (3} (j), Stets.

(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 far employes of cer-
tain organizations exempt from Federal income tax and public
schools (so-called tax sheltered annuity plans).

History; Cr. Register, A9ay, 1964, No. 101, eff. 6-1-64; cmerg. am. (inun.), (4)
and (S) (d),eff. b-22-76; am. (intro.}, {4) and [5) [d}, Register, September,1976, No.
249, eff, 1{)-1-7fi; am. (4) and (5) (a), Register, Mazch, t979, ito, 279, eff. 4-I 79;
r. (S) (d), Register, Tune, 1982, No. 318, eff. 7-1-82; reprinted tocorrect error in [5),
Register, August, 1982, No. 320; correction in (S) (a) made under s. 13.93 (2ni} (b}
7., Stets., Register, April, 1992, No. 436, .

Ins 2.13 Separate accounts and ^ariahle contracts.
(1) PURPOSE. This section creates standards far establishing sep-
arate accounts and for issuing contracts on a variable basis, both
as provided by ss. 61I.25 and 632.15 (1), Scats.

(2) DEFINITIONS. In this section:
(a) "Agent" means a person who sells or offers to sell any can-

tract on a variable basis.
(b) "Contract on a variable basis" or "variable contract"means

a policy ar contract which provides for insurance ar annuity bene-
fitswhich may vary according to tite investment experience of any
separate account maintained by the insurer as to the policy or con-
tract, as provided for in s. 632.45 (1), Scats., including 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 ar deliver.
(e) "Modified guaranteed annuity" means a deferred annuity

contract, the underlying assets of which are held in a separate
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account and the values of which are guaranteed if held for speci-
fied periods, containing nonforfeiture values based on a market-
value adjustment formula if held for shorter periods, which for-
mulamay ormay not reflect the value of assets held in the separate
account.

(f} "Modified guaranteed life insurance policy" means an indi-
vidual policy of life insurance, the underlying assets of which are
held in a separate account and the values of which are guaranteed
if held for specified periods, containing nonforfeiture values
based on a market-value adjustrtient formula if held far shorter
periods, which formula may ormay 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 tSSUE? VARIABLE CONTRACTS.
(a} No insurer may issue variable contracts in this state unless:

1; It is licensed ar organized to do a life insurance or annuity
busineas'in this state; and

2. The conunissioner is satisfied that its condition or method
of operation in connection with fhe issuance of variable contracts
will not render its operation hazardous to the public or its poiicy-
halders in this state, In determining the qualification of an insurer
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 fttness of the officers and

directors of the insurer; and
e. 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 fo have satisfied par. (a) 2 if either it or the admitted life
insurance company satisfies the provisions of par. (a} 2. The com-
missionermay deem any licensed insurer which has a satisfactory
record of doing business in this state far a period of at least 3 years
to have satISred the provisions of par. (a) 2.

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

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

2. Tf requested by the commissioner, a copy of the statutes and
regulations of its state of domicile under which it is authorized to
issue variable contracts; and

3. If requested by rho commissioner, biographical data with
respect to its officers and directors.

(4) SEPnRATE nccovrt-rs. (a) A domestic insurer issuing vari-
able contracts shall establish one qr more separate accounts pur-
suant to s. 611.25, Stets., subject to the fallowing provisions:

1. Except as provided in this subsection, an insurer may invest
and reinvest amounts allocated to and accumulating in any sepa-
rateaccount withoutregazd toany requirements or limitations pre-
scribed bythe laws of this state governing the investments of life
insurance companies. This subdivision applies only if the insurer
maintains in any separate account its reserve liability with regard
to benefits gtaranteed as to amount and duration and funds guar-
anteed as to principal or rate of interest, and a portion of the assets
of the separate account at least equal to - the reserve liability, or
another amount appeoved by the commissioner, is invested in
accordance with tit0 laws of this state governing the investments
of life insurance companies. No investments in a separate account
may 6e taken into account in applying the investmenE limitations
applicable to the investments of the insurer,

2. With respect to 75°l0 of the market value of the total assets
in a separate account, no insurer may purchase or otherwise
acquire the securities of any issuer, other than securities issued or

guazanteed as to principal or interest by the United States if,
immediately after the purchase or acquisition, the market value of
the investment, together with prior investments of the separate
account in the security taken at market, would exceed 1©% of the
market value of the assets of the separate account. The commis-
sioner ntay waive this limitation if he or she believes that the
waiver will not render fhe operation of the separate account haz-
ardous to fhe 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 riot apply
to the investment with respect to a separate amount in the securi-
ties of an investment company registered under the investment
company act of 1940, 29 USC 84a-1 to SUa-b4, as amended, if the
investments of the investment company cantply in substance with
subds. 2, and 3.

{b) Unless otherwise approved by the cotnmissioner, an
insurer shall value assets allocated to a separate account at their
market value on the data of valuation, orif there is no readily avail-
ablemarket, then as provided under the terms of the contract or the
rules ar other written agreement applicable to the separate
account, except that the insurer shall value the portion of the assets
of fhe separate account equal to rho 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 fhe insurer'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 lia-
bilities afthe account era 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-
pany act of 1940, 15 USC 80a-1 to 8Qa-64, as amended, which
aze held in separate accounts in accordance with instructions from
persons having interests in the accounts ratably as determined 6y
the insurer; or

2, a. With respect to any separate account registered with the
securitios and exchange commission as a management investment
company, establish for the account a committee, board or other
body, the members of which may ormay 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 sub-
par. 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 ar other body established
under subpar, a. may snake other provisions for any separate
account established under this subsection in order to facilitate
compliance with federal or state law, if the commissioner
approves the provisions as not hazardous to the public or the insur-
er's policyholders in this state.

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

2. An insurer may transfer assets under subd. I. only as fol-
lows:

a. By a transfer of cash; or
b. By a transfer of securities having a readily determined mar-

ket value, if the transfer is approved by ttte commissioner.
3. Notwithstanding subd. 2., the commissioner may authorize

other transfers among accounts if he or she believes that the trans-
fers would not be inequitable.

{fy The insurer shall maintain in each separate account estab-
lished under this subsection assets with a value at leastequal to the
reserves and other contract liabilities with respect to the account,
except as otherwise approved by the commissioner.

{g) Section 611.6f3, Slats., applies to the members of any sepa-
rate account's committee, beard or other body established under
par. (d) 2. a. Na vfFicer or director of the insurer nor any member
of a committee, board or body of a sepazate account may receive
directly or indirectly any commission ar any other compensation
with respect tv the purchase or sale of assets of the separate
account.

(5) Flr.ltvG GFCOtsrRncr FoR^ls. (a) No variable cantract may
be issued in this state until the commissioner has approved the
form or until the form and rates have been Bled with the commis-
sianerfor 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 farnt sub-
mitted.

A general description of each form.
3. A listing of the types of policies to which rider ar endorse-

ment forms will be attached.
4. The farm number and date of approval by the commis-

sioner of any form tv 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 applica-
tion is to be a part of the contract. If the application was previously
approved, the form number and date of approval will suffice.

(d) Each form shall include hypothetical data showing ifs use,
a correct table of values and an explanation of all variable infor-
mation.

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

(6) VARIABLE aEt^hFrrs. {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 vaziable contract, including
a group cantract and any certificate issued under a group contract,
shall state that the amount of benefits will vary to reflect invest-
mentexperience and shall contain on its first page, in a prominent
position, a clear statement that the benefits under the contract are
on a variable basis and the location in the contract of the details
of the variable previsions.

(b} No illustration of benefits payable under any variable con-
tracimay 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 passible levels of benefits.

(c) No insurer may issue an individual variable annuity con-
tract calling for periodic stipulated payments in this state unless
the cantract contains in substance alI of the following provisions
or provisions which in the opinion of the commissioner are more
favorable to Ehe 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 farce. The cantract may include a statement of the
basis on which the insurer detemtines the date that it will apply
any stipulated payment received during the grace period to pro-
duce the values under the cantract arising from the application of
the payment.

2. A right to reinstatement of the cantract of any time within
3 years from the date of default in making periodic stipulated pay-
ments to the insurer during the life of the annuitant, upon payment
to the insurer of the overdue payments as required by the cantract,
and of all indebtedness, including interest, on the contract. 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 th at
it will apply the amount to cover. the overdue payments and
indebtedness to produce the values under the cantract arisittg Pram
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 sutren-
derthe contract for a cash value as determined by the contract, and
shall include an option to receive apaid--up annuity if the contract
is not surrendered far cash. The atnotutt 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
cantract.

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

1. Nv annual net investment increment assumption may
exceed 5%, except with the approval of the commissioner; and

2. To the extent that the level of benefits may be affected by
mortality results, the insurer shall determine the mortality factor
from the 19$3 Table A; as defined in s.Ins 2.30 (2) (a), ar any mod-
iftcation ofthat 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, Stets., in accordance with actuarial pro-
cedures that recognize the variable nature of the benefits pro-
vided.

(7) M4UIF1nA Gt1ARAlV'rEet) LIFE IN$[SRAhC^. (a} An insurer

that issues modified guaranteed life insurance policies in this state
shall comply with all of the fo]lo^ying requirements:

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

2. Pvr 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 paz. (d} 2.

3. The insurer shall - determine the cash value of each policy
at least monthly. Eac1t policy shall describe the method of comput-
ingcash values and other nonforfeiture benefits and shall state the
market—value adjustment formula the insurer uses to determine
nonforfeiture benefits. The folvnufa shall apply to both upward
and downwazd adjustments,

4. With the form filing under s. 631.20, Slats., the insurershall
submit an actuarial statement of the basis for the market—value
adjustment formula which states that the formula providesreason-
able equity to both the policyholder and the insurer. The farm f l-
ing 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 benefts determined under the ternts of the
policy, then, ignoring any market—value adjustment, the resulting
cash values and other nonforfeiture benefits shall be at least equal
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to the minimum values required by s. 632.43, Stets., for a fixed
benefit general account policy with tine same premiums and bene-
fits.

5. Guaranteed interest credits in each year for any period of
time far which interest credits aze 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-
holdermay 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
- far approve[ 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 for-
mula.

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 sepazate accounts under the policy, on
the date the insurer or its agent receives the returned policy, as
determined by the market-value adjustment formula.

c. Any.otheritemrequiredbystatuteoradministrativerulefor
fixed benefit life insurance policies which is not inconsistent with
this secrEOn.

2. If settlement options are provided, a provision that at least
one of the options snail be provided on a fixed basis only:

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 incidental
insurance benefits.

5. Any other policy provision required by this section.
6. Any other item required by statute or administrative ntle

for fixed benefit Ilfe insurance policies which is not inconsistent
with this section.

7. A provision for nonforfeiture insurance benefits. The
insurer map establish a reasonable minimum cash value below
which any nonforfeiture insurance options will not be available.

(c) Each modified guaranteed life insurance poiicy issued in
this state shall provide that the policyholder may borrow at least
75% of the policy's cash surrender value after the poiicy has been
in force for at least 3 years vpless the policy includes a policy loan
provision that is na less favorable to the policyholder. Each policy
loan provision shall'provide all of the fallowing;

1. The amount borrowed shall bear interest as provided under
s, .632;475, Stets.

2. The insurer snail 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-
nessexceeds the cash surrender value, the insurer shall give notice
of any intent to cancel the policy if the excess indebtedness is not
repaid within 31 days after the date the notice is mailed. Farflex-
ible 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 policyholder
a report containing the information specified in par. (g) 2,

S. If the policy specifies a minimum amount which may be
borrowed, the minimum tnay not apply to any automatic premium
loan provision.

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

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

$. 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 far a policy loan from the general account.

(d) Amodified,guazanteedlifeinsurancepalicyorreIatedform
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 data 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. Incid@ntal 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,

either in the application or after issuance of the poiicy, an auto-
maticpremium loan on a basis not lass favorable than the require-
mentsunder par. (c}, excepk that the insurer may restrict this prnvi-
sivn to the payment of not more than 2 consecutive premiums.

5. A provision allowing the policyholder to make partial with-
drawals.

6. Any other poiicy provision approved by the commissioner.
{e) i. An insurer issuing any modified guaranteed life insur-

ancepolicy inthis 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 infor-
mation:

a. Anon-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 ttte 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
investment 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
delivering to the policyholder a disclosure containing the infor-
mation required by subd. l., either in the form of a prospectus
which is part of an effective registration statement under the secu-
ritiesact of 1933, i5 USC 77a to 77aa or, if the policies are exempt
from the registration requirements of ttte securities act of 1933, all
inforntatian and reports required by the federal employee retire-
ment income security act of 1974, 29 i7SC I(IOi to 1461.

(f} The application far a modified guaranteed life insurance
policy steal! 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 yr dates specified in the policy.

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

(g} 1. In this paragraph, "unadjusted cash value" moans the
cash value before applying any surrender charge ormarket--value
adjustment formula.
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2. An insurer shall mail to each holder of a modified guaran-
teed life insurance policy, at his or her last known address, an
annual report showing the unadjusted cash value, the cash surren-
dervalue, death benefit, any partial withdrawal or policy loan, any
interest charge and any optiohal payments allowed under the
policy. The report shall also specify the surrender charge and mar-
ket—vahte adjustment formula used to determine the cash surren-
dervalue. 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 con-
tain areconciliation ofthese values based on payments made less
deductions far expense charges, withdrawals, investment experi-
ence, insurance charges and any other charges made against the
cash value. The annual report shall also show.the projected unad-
justed cash value and cash surrender value, if different, as of one
year from the end of the period covered by the report assuming 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 projected
unadjusted cash value is less than zero, the report shall include a
wartting stating that the policy may be in danger of terminating
without value in the next I2 months unless additional premium is
paid.	 .

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

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

b, Another date specified in the policy, in which case the
amounts'repottedshall becomputed as of adore noearlierthan 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 an 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 pay-
ment,

(8) Mq^1F1En GunitAt^T!?t~Il A1V1VU[7785. {a} Eaclt insurer issu-
ing modified guaranteed annuities in this state shall provide each
contract holder with an annual report showing both the account
value and the cash surrender value. The report shall clearly state
thaE the account value does not include the application of any sur-
render 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 annuitycontractissuedinthis
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 ail of flte 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 contract
shall continue in force, The contract may include a statement of
the basis ott which rite 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

b. Aright 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 interesf, on the con-
tract. The right to reinstatement does not apply if the insurer has
paid the cash surrender value or 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 i[tdebtedness to produce the values under the contract
arising from the application of the payment.

3. Each modifed guaranteed annuity contract shall state the
market—value adjustment fornmfa the insurer uses to determine
nonforfeiture benefits. The formula shall apply to both upward
and downward adjustments. ^Vith each policy form filed under s.
b31.20, Stets„ the insurer shall submit an actuarial statement of
the basis for the market value adjushnent 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 dte account are not charge-
ablewith liabilities arising out of any other business of the insurer.

{c} 1. Subdivisions 2, to 10. dv not apply to any of the follow-
ing:

a. Reinsurance.
b. A group annuity contract purchased in connection with a

retirement plan or deferred compensation plan established or
maintained by or for ono or Wrote employers, including partner-
ships, sole proprietorships, employe organizations or any com-
binationthereof, other than plans providing individual retirement
accounts or individual retirement annuities under 26 USC X108, as
amended.

e. 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 ar other representative of the insurer.
2. No insurer may issue a modified guaranteed annuity con-

tract inthis state unless it contours in substance all of the following
provisions:

a. A plan that complies with subd. 4. for granting apaid—up
annuity benefit upon cessation of payment of considerations
under the contract. The contract shall describe the plan and shall
include 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
annuity benefit, upon surrender of the contract at or before the
commencement 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 b
months after demand.

3. In establishing the minimmm value of a paid—up annuity,
cash surrender or death benefit available under a modified guaran-
teed annuity wntracl, the insurer shall base the value on nonfor-
feiture amounts meeting the requirements of this subdivision and
subd. 4. The unadjtsted minimum nonforfeiture amount on any
date before the annuity commencement date shalt equal the per-
centages of net considerations, as specified in subd. 4., increased
by the interest credits allocated to the percentage of net consider-
ations. The insurer shall reduce this amount to reflect the effect of
al] of the following:
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a. Any partial withdrawals from or partial surrender of the
contract.

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

c. An annual contract charge which shall equal the lesser of
$30 or 2% of the end^f--year contract value less the amount of
any annual contract charge deducted from any grass consider-
ations credited to the contract during the contract years, The con-
tractcharge may not be Iess than $0.00.

d. A transaction charge of ^l0 for each transfer to another
investment division with the same contract.

^i. For purposes of subd. 3.;
a. Guaranteed interest credits in each year far any period of

time far ivhiclt interest credits are guaranteed shall be reasonably
related to the average guaranteed interest credits aver that period
of time.

b. The minimum nanforfeiture amount shall be the unad-
justed minimum nonforfeiture aniount adjusted by the market-
vaiue 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 amountunder subd. 3. shall meet all of the
following requirements:

a. If the contract provides for periodic considerations, the net
considerations far a given Contract year used to define the tnini-
mum nanforfeiure amount shall not be less than $0.00 and shall
equal the corresponding grass 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 1/2% for the 2nd and subse-
quent contract years except that the percentage shall be 6S%of the
portion of the total net consideration fat any renewal contract year
which exceeds, by notmore than 2 times, the sum of those portions
of the net considerations in all prior contract years for which the
percentage was 65%.

b. Witlt respect to contracts providing for a single consider-
ation,the net consideration used to define the minimum nanforfei-
ture amount shall be the gross consideration less a contract charge
of $75 and less any charge far premium taxes. The percentage of
the net consideration shall be 90%.

c. The annual cantractcharge of $30 and the collection charge
of X1.25 under subpar. a and the single consideration contract
charge of X75 under subpar. b, shall be adjusted annually to reflect
changes in the consumer price index by multiplying each charge
by the ratio of the consumer price index far June of the year pre-
ceding the date of fling to the consumer price index for June,
1979. "Consumer price index" means the index for all urban con-
sumers for all items as published by the bureau of Iabor statistics
of the United States depar#ment of labor or any successor 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 cammencetnent dale 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 annu-
ity payments,

7. For modified guaranteed annuity contracts which provide
cash surrender benefits, the cash surrender benefit at any time
before 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 shad be at least equal to the cash surrender benefit.

S. Any modifted 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
comntencentent date shall include, in a prominent place in fihe
contract, a statement that these benefits are not provided.

9. Notwithstanding any other requirement of this paragraph,
a ritodifed guaranteed annuity contract may provide that the
insurer, at its option, may cancel the annuity and pay the contract
balder the larger of the unadjusted minimum nonforfeiture
amount ot• the minimum nanforfeiture amount, and that the pay-
ment shall release the insurer from any further obligation under
the contract. This option shall apply only under one of the follow-
ing conditions:

a. At the time the annuity becomes payable, the larger of the
unadjusted ntinitnunt nonforfeiture amount or the minimum non-
forfeitureamount isless than $2,000, or would provide an income
the initial amount of which is less than X20 per month.

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

10. For any modified guaranteed annuity contract which pro-
vides in the same contract, by rider ar supplemental contract pro-
vision, both annuity benefits and life insurance benefits that
exceed 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 bene-
fits for the annuity portion and the minimuttt nonforfeiture bene-
fits, if any, far the insurance portion computed as if each portion
were a separate contract. Notwithstanding subd. 2., in deterrrtin-
ing the minimum 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 rever-
sionary annuity or deferred reversionary annuity benefits or as
other policy benefits additional to life insurance, endowment and
annuity benefits and considerations for all such additional bene-
Fits, Theinclusion of such additional benefits is not required in any
paid-up benefits unless the additional benefits would, if provided
separately, require minimum nanforfeiture amounts and paid-up
annuity, cash surrender and death benefits.

(d) The application for a modified guaranteed annuity shall
contain, immediately before the signature line, a prominent state-
mentthat amounts payable under the contract are subject to a mar-
ket value adjustment Before a data or dates specified in the con-
tract.

^9^ PROVISIONS APPLICAELI3 TO MODIFiL^D GUARANTIED LIFE
INSC3RANCE AND ANN[RTIES. (a) Before any insurer issues any
modified guaranteed life insurance policy or modified guaranteed
annuity contract in this state, the commissioner may require the
insurer to file a copy of any prospectus or other safes material to
be used in connection with the marketing of the modified guaran-
teed life insurance policy or modifted 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 ar a modified guaranteed annuity in this state shall submit
to Ehe commissioner alt of the following:

I. A separate account annual statement which shall include
the business of these policies ar contracts.
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2. Any additional information required by the commissioner.
{c) The cotmnissioner 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 adtninislxative 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 farm sat-
isfactory to the commissioner that the nanforfeiture provisions of
the policy or contract comply with this section.

(e) 1. An insurer shall establish reserve liabilities in accord-
ancewith actuarial procedures that recognize all of the following:

a. The market—value basis of the assets of the separate
accounE.

b. The variable nature of the benefits provided.
c. Any mortaliEy guarantees.
2. The separate account liability shall equal the surrender

value based onthe mazket—value adjustment formula contained in
the modified guaranteed life insurance policy or modified guazan-
teed 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 tp which projected
cash flow of assets and liabilities are matched. The statement of
actuarial opinion accompanying . each annual statement shall
include an opinion on whether the assets in the separate account
are adequate to provide all future . guazanteed benefits.

4, An insurer shall maintain in the general account reserve lia-
bilitiesfar all fixed incidental insurance benefits and any guaran-
tees associated with variable incidental insurance benefits.

(10) RHQLI1RE p REPORTS. (a) .Each insurer issuing individual
variable contracts shall mail to each contracthalder, at Ieast once
in each contract year after the first, at his orher last address known
to file insurer, a statement reporting the investments held in the
separate account and, in the case of contracts under which pay-
mentshave 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 t}te 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
Insurance Sepazate Account.

(11) PoR>31c1. cor1PAN[1=.s. if the law or regulation in the place
of domicile of a foreign insurer provides protection to the policy-
holders and the public which is substantially equal to that pro-
vided by this section, the commissioner, to the extent he or she
considers appropriate, Wray consider compliance with that law or
regulation as compliance with this section.

{12) AGEnr ^uA1.1t;1cnTrolvs. Any person selling or offering
for sale a variable contract shall have a valid license under s. Ins
6.59, authorizing the solicitation of life insurance as listed in s. Ins
5.50 {2) (a), and shall have passed any of the following alternative
security examinations administered by the national association of
securities dealers:

(a} Genera] Securities Registered Representation Examina-
tion.

{b) Investment Company 1'roductsNariable Contracts Limited
Representative Qualification Examination.

{c) NASD Non—Member General Securities Examination.

(d) General Securities Principal Qualification.
(e) Investment Company ProduetsNariable Contracts Limited

Principal Qualification Examination.
(13) NONAPPLICAIIILI `['Y. To the extent that any provision of

sub. {7) or (8) is inconsistent with a provision of sub. (6) or (10},
sub. (6} ar (10}does not apply to a policy'or contract described in
sub. (7) or {$),

HLstory: Cr, Register, Qciober, I968, No. I54, eff. Ii-1^8; emerg. am. (1), (2}
(a), (4) {a) and (g}, eff.6-22-76; am, (1), (2} [a), (4) {a} and (g), Register, September,
197b,No.249,eEf ]0--f-76;am.(6^(e),Register,rlazch,1479,No,279,erf.^i-79;
r. {2) (d) 5., (9) {g}, to (m) and (p), ern. (2) (b) io (d) (intro.), (6) {a}, (9) (a} to (^, cr,
(9) (g) to (i), renum. (9)(n) and (o) to 6e (9) (j} and (k}, Register, Mayy,1979, Nv.281,
eff. 6-[-79; r. and recr, (2} and {9), Regi ster, October, 1981, Nv. 31Q eff. 11-1-81;
am. {I), (3) (a) {intro.} and 2., @}, (c) (intro,), 2. and 3., (4) (a) to (g), (5} (a), {b) 2.,
{d), (c} and (6), renum. {2} {a) and (h}, (7) to(9} to be (2) (b} and (a), (10) to (12) and
am. {2) (a} and (b), {10) (a) (intro.) and 1„ {]a}, (11) and (12), cr. (2} (intro.), (c} to (g},
(7) to (9) and (13}, Register, Aprrl, I99o, No. 412. eff. 5-1--90,

ins 2,14 Li#e insurance solioitatiorl. (1) PU RPOSE. The
purpose of this section is to require insurers to deliver to purchas-
ers of life insurance tnfonnation which will improve the buyer's
ability to select the most appropriate plan of life insurance for the
buyer's needs, improve the buyer's understanding of the basic fea-
tures ofthe policy, and improve the ability of the buyer to evaluate
the relative casts of similar plans of life insurance. This section
does not prohibit the use of additional material which i.s not in
violafion of this section or any other Wisconsin statute or rule.
Tltis section interprets ss. 628.34 and 62$.38, Stets. This section
is in addition to and not a substitute for the requirements set Earth
in ss. Ins 2.15 and 2.17.

(2) SCOPE. {a) Except as stated in par. (b), - this section applies
fa any solicitation, negotiation, fir procurement of life insurance
occurring within this state. This section applies to any issuer of life
insurance contracts including fraternal beneft societies and the
state life Insurance fund.

(b) Unless otherwise spec^cally 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-
eralemploye retirement income security act of 1974 {ERISA), 29
U.S.C. ss. 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) DBFINITIOMS. 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 simifaz poli-
cies within a company or between companies,

(b} "Equivalent level death benefit" of a policy or term life
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 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
period is 10 years, the factor is 13.207 and if the period is 20 years,
the factor is 34.719.

(c} "Generic name" nteatts 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
entitled life insurance buyer's guide.
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(e) "Net payment cast index" means a cost comparison index
calculated in fire same manner as the comparable surrender cast
index except that the cash surrender value is set at zero.

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

I. 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
regarding Utc policy summary.

3. The full name and home office or administrative off ca
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 eazlier:

a. The annual premium far 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 6y 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 far the basic policy and each
rider.

e, Guaranteed endowment amounts payable under the policy
which era trot 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
variable, the policy summary shalt include the maximum annual
percentage rate.

7. The date on which the policy summary is prepared.
(g) "Surrender cast index" means a cost comparison index cal-

culated by applying the following steps:
I. Determine the guazanteed 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 far the basic policy or rider (if the
annual premium includes supplemental benefits without a sepa-
rate identifablecharge, areasona^le adjustment ntay be made) at
5c/v interest compounded atlnually to the ettd of the period stipu-
lated in subd, 1. and dividing the result by the respective factors
stated in subd 2. This atnount is the annual premium payable far
a level premium plan.

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 east
index.

{q) DISC[ASURE REQUIREI^]E^'7S. (a) The insurer shall provide
a policy summary upon delivery of the polic }5 if the policy forte
was identified by the insurerunder s,Ins 2,17 {4) as one to be mar-
keted without au illustration,

{b) The po]icy summazy 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 far 2 or more years
of the parley may be represented by a single number if it is clearly
indicated what amounts are applicable for each policy year. If
mare than one insured is covered under one policy or rider, guar-
anteed death benefits shall be displayed separately far each
insured ar 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
arty policy subject to this section a copy of the latest published ver-
sion of the life insurance buyer's guide, at the time the application
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 pol-
icyholder a 30 calendar day right to - return the policy for a ful]
refund of premium.

Dote: Copiesofthclifeinsurancebuyer's$uidecanbeobtainedfromttielVational
Association of Insurance ComFnissioners, 120 West 12th Street, Suite I100, Kansas
City, ?s90 64105-1925.

(d) Cast comparison indexes, if illustrated, shall be representa-
tive of guazanteed values only,

(e) Thesttrrendercastindexandthonetpaymt;nEcostindexare
the Duly cost comparison indexes which maybe illustrated.

(f) Cast comparison indexes, ifillustrated, must be shown for
year 10 and year 20. Additionally, separate indexes must be dig-
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, dis-
abilitywaiver ofpremium, preliminary term life insurance cover-
age of less than 12 months and guaranteed insurability benefits
nor far the basic policies ar optional riders covering more than one
life.

{g) If cost comparison indexes are iIIustrated, alI of the follow-
ing disclosures shall be provided:

1. A statement, in close proximity to the:cost comparison
indexes, as follows: Further explanation of the intended use of
these indexes is provided in the life insurance buyer`s guide.

2. A statemenk regarding the use of the cost comparison
indexes, including an explanation to the effect that indexes era
useful anty for the comparison of the relative costs of 2 or more
similar policies.

(5) GENERAL xnQmRt?n91=HTS. (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 pur-
suant to this section. The f to shall contain one copy of each autho-
rized form for a period of 3 years following the date of its last
authorized use. The requirements of this paragraph are in addition
to the requirements set Earth 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 cottt-
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, finan-
cial consuttant, ar financial counseling shall not be used in such
a way as to imply that the-insurance intermediary is generally
engaged in an advisory business in which compensation is unre-
lated to sales unless such is actually the case.

(d) Any reference to policy dividends shall include a statement
that dividends are not guaranteed. If dividends are illustrated, 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).
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(^ Recammendationsmade by aperson subject to this section
concerning the purchase or replacement of any life insurance
policy are subject to the requirements of s. Ins 2.16 (b);

(g} A system ar presettation which does not recognize the time
value of money through The use of appropriate interest adjust-
ments shall not be used far comparing the cost of 2 or more fife
insurance policies.

(h) Except for an illustration as defined in s. Ins. 2.17 (3) (i)
no presentation of benefits may display guaranteed and nongua-
ranteedbenefits as asingle 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) 1~or 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. cLRCUMSTA^;cES. Insurers with unique difficul-
ties in implementing provisions of this section may petition the
commissioner for allowance to ]neet the requirements of the sec-
tion through alternative approaches.

History; Cr.Register,A9arct<, L972,No. L95,eff.4-1-72;emerg.am.(1)and(2),
eff, ir22--76; ern. (1}and{2), Register, 1976, No.249, eff. 1 Q-1-76; r. andrecr. Reg-
ister, ATo4ember,197$, No.275,eff. 1-1 74; am. (3) (a) and (6),r. and recr. appendi-
ces, Register, January, 19$0, No. 289, eff. 2-1-SD; r. (3) (a) and {f), (4) (a) and (c),
Appendices 1, 2 & 3, renum. (3} (b) to (e) and (g} to be (3) {a) to {e}, (4) (b), (d) and
(e) to be (4) (a} to (c), Register, May, 1984, Nu. 341, eff, 6-14; c (10) under s.13.93
(2m} @) I6., Stets., Register, December, 1984,1\0.348; am. (1) and (3) (e} I. i., cr.
(4) (am) and appendix ], Register, October,1986, No. 370, eff. l ]-1-86; am. {1), (2)
(a) and @) (intm.) and 4., (3) (introJ, {e) 1., (4) @) and (c), (5) (a), @) and (k), r, (3)
(d) 4., (6), (8) 2nd (9), r, and recr. (5) (e} and (f}, renum. (7) to be (6) and am. Register,
7uly, 1989, No. 403, eff. 5--1--89; corn etion in {3) (e) made under s. 13.93 (2m) @}
1., Stets., Register, April,1992, RTo. 4361 correction in (3) (f} and (5} @)made under
s.13.93 (2m) @) 5:and 7., Stets., Register, June,1947, No. 49$; r, and recr. Register,
A9arch,199$, i\TO.507, eff. b--1-9$.

I t1 s 2.15 Annuity benefit solicitations. (1) )?ENDINGS,

Inforrnation on file in the office of the commissioner of insurance
andsubmittedasExhibit4atthehearingFebruary2$,1984shotvs
that some of the brochures, presentations, illustrations and other
sales material which have been used by insurers and their repre-
sentatives to sell annuity contracts to Wisconsin residents are con-
fusing, misleading and incomplete, and that annuity purchasers
are not receiving the information needed to make sound purchase
decisions, The commissioner of insurance finds that such presen-
tations and sales material are misleading, deceptive and restrain
cotnpetition unreasonably as considered by s. 628.34 {12), Stets.,
and chat their continued use would constitute an unfair trade prac-
ticeunder s.62$.34 (12), Stets., and would result in misrepresen-
tation as defined and prohibited in s. 628.34 {1}, Stets.

(^) (a) The purpose of this section is to require insurers to
deliver to prospects for deferred annuity contracts or deposit
funds, riders ar provisions accepted in conjunction with insurance
policies or annuity contracts, information which helps the pros-
peetselect an anttuity benefit appropriate to the prospect's needs,
improves the prospect's understanding of the basic features of the
plan under consideration and improves the prospect's ability to
evaluate the relative benefits of similar plans, This section does
not prohibit the use of additional material which is not in violation
of any other Wisconsin rule or statute, This section is in addition
to and not a substitute for the requirements sat forth in s. Ins. 2.16,

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

{3) SCOPE. (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 sec-
tion shall apply to any issuer of life insurance policies or annuity
contracts, includ img fraternal benefit societies.

(b) This section shall not apply to;
1. Variable annuities;
2. Contracts registered with the federal securities and

exchange commission;

3. Group annuity and pure endowment contracts purchased
under a retirement plan or plans of deferred compensation estab-
Iished or maintained by an employer (including a partnership oi•
sole proprietorship) or by an employe 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 employe
benefit plans as defined by 29 USC 1442 (3) of the federal
employe retirement income security act of 1974 (I;RISA), except
policies or contracts issued in connection with plans providing for
the purchase of annuity contracts solely by reason of salary reduc-
tion agreements under 2b USC 403 (b) of the internal revenue
code;

` 6: Individual retirement accounts and individual retirement
annuities as described in 26 USC 40$ of the internal revenue Cade;

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
facilitate paymenf of regular premiums;

9. Settlement options under life insurance or"annuity con-
tracts.

(Q) DEL=rnrLTloNS. (a} "Contract Summary"means a written
statement to be provided to the buyer at the tithe of contract deIiv-
erydescribing 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}.

(c) "Wisconsin Buyer's Guide to Annuities" means the docu-
ment which contains, and is limited ta, the language set forth in
Appendix I to this section.

(d) "Yields" means those effective annual interest rates at
which the accumulation of 1(}4% of all gross considerations
would be equal to the guaranteed and illustrated cash surrender
values at the points specified. For contracts without surrender val-
ues the yields shall be figured an the basis of the contract values
used to determine annuity payments at the points specified.

(5) PRE11R91NARY CONTRACT' SUMA9ARY. 'The Preliminary Con-
Eract Summary shall include:

(a) A prominently placed title, PRELIMINARY CONTRACT
SUMII^IARY, 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 gracedure to be fal-
]owed in order to receive responses to inquiries;

(c) The full name and home office or administrative office
address of the insurer;

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

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

{f1 For arrangements under which guaranteed cash surrender
values at any dut`ation are Tess than the total scheduled consider-
ations paid, a prominent statement that such contract or fund may
result in loss if kept for only a few years;

{g) 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 ta, any surrender penalties, discontinuance fees, par-
tialsurrender orwithdrawal penalties or fees, transaction fees, and
account maintenance fees;

(i} In the event any sales promotion literature or oral represen-
tation illustrates values or annuity payments which are based on
dividends, excess interest credits, ar current annuity rates, then the
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Preliminary Contract Summary shalt contain a statetent that such
dividends, excess interest credits : and current annuity purchase
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.

(8} CONTRACT stI>tIn9ARY, The Contract Summary shall
include:

(a} A urominently placed title, CONTRACT SUMMARY, fol-
lowed by an identification of the arrangement to which the state-
ment applies;

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

{c) The full came and home office or administrative office
address of the insurer;

(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 fire assuntptian that
all scheduled considerations are paid and there are no prior with-
drawals from or partial surrenders of . the arrangement and no
indebtedness to the insurer on the contract;

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

1. The current dividend scale and the interest rata 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) Por 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 schedule of
guaranteed cash surrender values required by par. (i) 3.;

(i} The following amounts, where applicable, for the first S
years and representative years thereafter sufficient to illustrate
clearly the patterns of considerati©ns and benefits, including but
not limited to the Eenth and twentieth contract years and at least
one age from 54 through 6S or the scheduled commencement of
annuity payments:

1. The grass consideration for the arrangement;
2. Any minimum or maximum premium limitation;
3. The total guaranteed cash surrender value at the cad of the

year or,'if no guaranteed cash surrender values are provided, the
total guaranteed paid-up annuity at the end of the yeat;

4. If 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 cur-
rent 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 14 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 guaran-
teedbasis and, if current annuity payments or cash surrender val-
ues 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 illustrations
and are not guaranteed;

(k} The date on which the Contract Summary is prepared.
(7} PRHPARATIpN pF PRLLL\9INARY CONTRACT S[Iiti9MARY AND

coNTRACT surf bIARY. The following must be considered in prepar-
ing the Preliminary Contract Summary and the Contract Sum-
mary:

(a} The Preliminary Contract Summary and the Contract Sum-
mary must be separate documents;

{b) Ail information required to be disclosed must be set out itt
such a manner as not to minimize or render any portion thereof
obscure;

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

(d) Amounts in sub. (ti) (d}, (f), (g) and {i) shall, in the case of
flexible premium annuity arrangements, be detennined either
according to an anticipated pattern of consideration payments or
on the assumption that considerations payable will be a specified
level amount, such as ^1QQ or $1,000 per year;

{e) If not specified in the contract, annuity payments shall be
assumed to cmumence at age 5S or IQ years front issue, whichever
is later;

(f) Adividendscaieorexcessinterestratewhichhasbeenpub-
licly declared by the insurer with an effective date not more than
two months subsequent to the date of declaration shall he cansid-
ared acurrent dividend scale or a current excess interest rate.

(8) DlSCtosuRa REQInR8i1tI?ATTS. (a) The insurer and its inter-
mediaries shall provide, to all prospective purchasers of any con-
tract or arrangement subject to this section, a copy of the current
edition of the ^Visconsin Buyer's Guide to Annuities and aprop-
eriycompleted Preliminary Contract Summary ar Contract Sum-
maryprior toacc^pting the applicant's initial consideration for the
annuity contract, or, in the case of a rider or provision, prior to
acceptance of the applicant's initial consideration for the associ-
ated insurance policy or annuity contract. Insurers which do not
market contracts through an intermediary may provide the Con-
tract Summary, and the Wisconsin Buyer's Guide to Annuities at
the point of contract delivery provided they:

1. Guarantee to the contractholder the right to return the con-
tractfar afull refund of premium any time during a 30 day period
commencing on the date such contractholder receives the Gon-
tractSummary and the Wisconsin Buyer's Guide to Annuities;

2. Alert the prospective contractholder, in advertisements or
direct mail solicitations, of his or her right to obtain a copy of the
Wisconsin Buyer's Guide to Annuities and a Preliminary Con#reef
Summary prior to the sale.

(b) The insurer and its intermediaries shall provide a Contract
Summary upon de]ivery of the contract, if it has not been delivered
beforehand;

(e) The insurer and its intermediaries shall provide a Wiscon-
sin Buyer's Guide to Annuities and a Contract Summary to indi-
vidual prospective purchasers upon reasonable request;

{d) Any statement provided subsequent to sale to a contrac-
tholder which purports to show the then currant value of an
arrangement subject to this section shall show the then current
guaranteed cash surrender value or, if no guaranteed cash surren-
dervalue isprovided the then current guaranteed paid-up annuity.

(9} GP.NP.RAI, RHQtIIRt?.A4t?NTS. {a) Each insurer shall maintain
at its home office or principal office a complete Lilo containing one
copy of each document authorized by the insurer for use pursuant
to this section. The file shall contain one copy of each authorized
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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.I6 (30);

(b} An intermediary stall inform the prospective purchaser,
prior to commencing a sales presentation, that the intermediary is
acting as an insurance intermediary and shall inform the prospec-
tivepurchaser ofthe full name of the insurer which the ittterntedi-
ary 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, finan-
cial consultant, or financial counseling shall not be used in such
a way as to imply that Ehe insurance intermediary is gencral[y
engaged in an advisory business in which compensation is unre-
lated to sales, unless such is actually the case;

(d) Any reference to dividends ar 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 ar replacement of any arrangement

subject to this section are subject to the requirements of s. Ins 2.15
(6};

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

(h} Sales promotion literature andcontraetformsshallnotstate
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 savings
institutions are utilized in connection with such annuity arrange-
ments, this stall not prohibit the use of an accurate description of
the annuity arrangement.

1listoryt Cr. Register, October,198tl,No.298, etr.1 -1-8I; am. (1) aid (2) (b) and
appendix I, Register, June,1982, lsio. 318, cff. 7-1-82; r. (11) under s.13.93 (2m) (6)
I6., Stets., Register, December, I984, Igo. 348; r, and recr. {4) and appcndiz 1, am.
(S) (infra.), (a), (i) and (j), (^ (intro.), (a), (i) and (k), (7) (intro.). {a), (8) (a), @)and
(c), cr. (6) (un) and (sn), r. (9) (e) and (12); Register, luly,1987, A`o.374, cff. 8-I-87;
reprinted to correct error in appendix I, Register, Octaber,1987, No. 382; am. {2) (a),
(3) (b) 5. and 6., (9) (a) and (g), r. and recr. (9) (f). r. { 10), Register, July, 1989, No.
403, cff. 8-1--89.
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Ins 2,15 Appendix I
WISCONSIN BUXER'S GUIDE TO ANNUIT]TS

WHAT IS AN ANNUITY?
An annuity is a written contract between you and a life insur-

ance company. Inreturn far your premiums, the company will pay
you an annuity which is a series of payments made at regular inter-
vals. An annuity contract is not a life insurance policy ar a health
insurance policy. It is not a savings account or savings certificate
and it should not_ he bought for short term purposes.
• AN ANNUITY IS NOT "RISK FREE" OR "GUARANTEED

SAFE,"1T IS ONLY AS SOUND AS THE INSURANCE
COMPANY WHICH ISSUES IT.

• IF YOU TAKE YOUR MONEY OUT AFTER A SHORT
TIME PENALTY PROVISIONS OF MANY CONTRACTS
MEAN THAT YOU MAY GET $ACK LESS THAN YOU
PUT IN.

TYPES OF ANNUITY CONTRACTS
Annuity contracts vary in a number of ways. The following are

some of the more important ways:
WHEN 13ENBFITS ARE RECEIVED
• Annuities may be either immediate or deferred. Itnmediate

annuities provide income payments that start shortly after you
pay the premium. Deferred annuities provide income pay-
ments that start at a later date. The main reason for buying an
immediate annuity is to obtain au immediate income, most fre-
quently for retirement purposes. The main reason for buying a
deferred annuity is to accumulate money on atax-deferred
basis, which can then provide an income at a later date.

HOW PREMIUMS ARE PAID
• Annuities may ha either single premium or installment pre-

mium, Singte premium contracts require you to pay the com-
pany only one premium. Installment premium contracts are
designed for a series of premiums. Most of these are flexible
premium contracts. You pay as much as you wish whenever
you wish, within specified limits. Some are scheduled pre-
miumcontracts that specify the size and frequency of your pre-
miums.

FIXED OR VARIABLE
Annuities may be fixed, variable, or a combination of both.

During the deferred period of a fixed annuity contract, interest
is paid on the accumulated premiums (minus charges) at a rate
set by the company. The amount of each annuity payment is
determined when payments begin. During the deferred period
of a variable annuity, interest is paid on the accumulated pre-
miums (minus charges) at a rate that varies with the perfor-
mance of a specified pool of investments. The atnount of each
annuity payment also varies with the performance of the pool.
Combination annuities allow you to put part of your premium
in a fixed annuity and part in a variable annuity.

ANNUITY CONTRACT FEATURES
The value of your annuity consists of the premiums you have

paid, Iess charges, plus interest credited. This value is used to cal-
culatethe amount of benefits that you will receive. Charges, inter-
est, surrender rights, and benefits are explained below.

CHARGES

There are many types and amounts of charges. Companies may
refer to these charges by different names. Some annuities are
"front loaded",which means that mast of the casts to the company
are charged to you in the beginning. Some are "back loaded",
which means that most of these posts are charged to you later on.

Others spread their charges evenly throughout the life of the annu-
ity, Some charges will be fixed by the contract while some may be
changed by the company from time to time.

Before buying an annuity you should know all of the charges
that yott will pay and when you will pay them. Also, you should
understand how these charges might affect the actual amount of
money that will accumulate from your premium payments. A typ-
i^al cantractmight contain one or more of the following types of
charges;
• Percentage of Premium Charge. This charge, often called a

"load," is deducted from each premium before any interest is
added. The percentage may reduce after. the contract has been
in force far a certain number of years or after the total pre-

miums paid have reached a certain level..
• Contract Fee. This is a fiat dollar amount charged either once

at the time of issue, or charged once each year.
• Transaction Fea. T}tis is a fixed charge per pretniutn payment

or other transaction.
• Surrender Charge, Tltis charge is usually a percentage of the

value of the contract or of premiums paid. The percentage may
be reduced or eliminated after the contract has been in force for
a certain number of years. Sometimes the charge is a reduction
in the interest rata credited. Sometimes the charge is eliminated
if the interest rate declared by the company falls below a certain
level.

INTEREST
The interest rate used to accumulate contract values may never

be less than the guaranteed rate stated in the contract. In practice,
the interest rate actually used by a company, usually refenred to as
the "current" rate, is often higher. The company may change the
content rate from tune to time, but it cannotbe lower than the guar-
anteed rate. Companies differ substantially in their methods of
determining the current rate.

SURRENDER RIGHTS
Most annuities allow you to surrender your contract if income

payments have not yet started. Upon surrender, the contract termi-
nates. The surrender value is equal to your contract value Iess the
surrender charge, if any. This amount could be less than you paid
in.

Many annuities also provide that you may withdraw a portion
of your contract value, under certain conditions, without terminat-
ing the contract. A charge tnay be deducted from the amount with-
drawn.This charge is usually a percentage of either the accumu-
lated value of the contract, the premiums paid or the portion
withdrawn.

There may be certain tax penalties for early surrenders. $e sure
you understand any tax intplicafions before surrendering an annu-
ity contract.

BENEFITS
Annuity contracts provide a number of benefits. While the annuity
income benefit is the primary one, other benefits are also impor-
tant, Some of the more important ones are described below:

Annuity Income Benefit

Income payments are usually made monthly, although other
frequencies are available. The amount of the annuity payments
is based on both the value of the contract and the contract's
"benefit rate" when the first payment is made. The benefit rate
depends on your age, sex, and the specific features of the annu-
ity you chose.
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Annuity contracts contain a table of guazanteed benefit rates.
Most companies periodically develop "current" benefit rates
as well. These rates are subject to change by the company at
any limo. When annuity payments begin, the company will
determine the amount of each payment according to the current
benefit rates then in effect. If the guaranteed benefit rates
would provide higher incartte payments, those rates will be
used. Once payments begin, they are unaffected by any future
benefit rate changes.

The most commonly available annuity income benefits are:

• Straight Life. The annuity is paid as Long as you are alive.
There are no further payments to anyone after your death.

• Life With Period Certain. The annuity is paid as long as you
aze alive. If you die before the end of the period referred to
as the "certain period," the annuity will he paid to your
beneficiary for the rest of that period. Typical certain
periods are 10 to 20 years.

• joint and Survivor. The annuity is paid as long as either you
ar another named annuitant is still alive. In some variations,
the annuity is decreased after the first death. A period
certain may also be available with this farm.

Death Benefit

Most contracts provide that, if you die before the annuity pay-
ments start, the contract value will be paid to your beneficiary.
Some contracts provide that the death benefit will be the total pre-
miumspaid if that amount is greater than the value of the contract
at death.

Waiver of Pretnitim Benefit

Soma companies offer a benefit which will pay premiums for you
if you become disabled. A charge is made far this benefit.

HOW MUCH SHOULD I BUY7
Before buying, ask yourself these questions:
1. How much annuity income will I need in addition to social

security, pension savings and investtents?
2. Will I need an income only for myself or also for someone

else?

3. How much can 1 afford to pay in premiums?
^l. How will the annuity contract fit in with my total financial

planning?

HOW TO BUY AN ANNUITY
Buying an annuity contract is a major financial decision which

should be considered carefully. The prospective purchaser of an
annuity contract should consider the offerings of as many differ-
ent companies and agents as possible.

CONTRACT SUMMARY
In addition to receiving this Buyer`s Guide, you must receive

either a Preliminary Contract Summary or a Contract Sutnntary
prior to the time you pay the initial premium:If you did not receive
a Contract Summary with this Buyer's Guide, you must receive
one when the contract is delivered or you can ask for one. You
should review the contract summary thoroughly.

Accumulated values and surrender values under the contract
aze illustrated for various years on this summary. During the first
few years, these values may be less than premiums paid. This is
tvhy alt annuity contract should not be purchased far short term
purposes.

Atsa illustrated are the yields on gross premiums at specified
times. Yields take into accaunf not only the interest credited under
the contract, but also the effect of all charges. The yield on grass
prentiunts is a figure you can use to compare annuity contracts, Be
careful in comparing this yield with yields available on other
investments. The tax treatmentof annuity earnings is usually sub-
stantialiydifferent from that of earnings from other investments.

One reason far buying an annuity contract is to obtain an
income, so you should review the life income fgures.

Values and income figures may be shown an bath a "guaran-
Eeed"and an "illustrated" basis, The guaranteed basis shows the
minimum values and income which would be paid under the con-
tract. The "illustrated"basis shows the values and income which
would be paid if the current interest and benefit rakes were to con-
tinue ineffect. Since it is impossible to predict future interest and
benefit rates, you will have to decide whether to rely on any illus-
trated basis values when making your purchase decision.

OTHER POINTS TO CONSIDER
Be certain you understand all charges that will be made and

haw they may reduce the value of the annuity.
Be certain you can afford the premium payments.
Check whether the annuity contract allows you to change the

amount and frequency. of your premium payments. Find out what
happens it you stop paying premiums.

You may want to obtain and compare Contract Summaries far
similar contracts from several companies. Comparing these
should help you in your selection.

if you are buying an annuity contract for an Individual Retire-
ment Account (IRA} or another tax deferred retirement program,
make sure that you are eligible. Make sure that you unders land any
restrictions and tax implications connected with the program,

1f you are shown a presentation which illustrates tax savings,
be sure the assumptions, such as the tax bracket, apply in your
case.	 ,

Sonte companies afI'er deposit fund arrangements with their
life insurance policies or annuity contracts. These arrangements
allow you to pay amounts in addition to your premiums that will
be accumulated at interest in much the same way as under a
deferred fixed annuity contract. .

REAâ THE CONTRACT
When you receive your new annuity contract read it carefully,

Ask the agent or the company for an explanation of anything you
do not understand.

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

Office of the Commissioner of Insurance
F.O. Box 7873

Madison, WI 53707-7873
Phone; (608} 266-0103

or

1-800-236-8517

This Guide Does Not Endorse Any Company Or Policy
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Ins 2.96 Advertisements of and deceptive practices
In life #nsurance and annuities. (9) PURPOSE. Tltis section
safeguards the interests of prospective purchasers of life insur-
ance and annuities by providing the prospective purchasers with
clear and unambiguous statements, explanations, advertisements
and written proposals concerning the life insurance policies 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 guide-
lines prevent unfair competition among insurers and are condu-
cive to the accurate presentation and description to the insurance
buying public of policies yr contracts of life insurance and annui-
ties, This sectioninterprets and implements, including but not Lim-
ited ta, dte following Wisconsin statutes: ss. 601.41(2) and (3}and
62$.34. The requirements of this secEian arein addition to and not
a substitute for the requirements set forth in ss. Ins 2.14, 2.15, and
2.17.

(2) Scor$. (a) Unless ofherwise 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, representation,
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 maintained

by an employer including a cvrporatioty partnership, or sole pro-
prietorship, or by an employe organization, or both, except for
group life insurance purchased, established or maintained by
these .persons in connection with a multiple employer welfare
arrangement as defined under 29 USC 1002 {40).

3. Life insurance policies issued in connection with pension
and welfare plans as defined by and which aze subject to the fed-
eral employe retirement income security act of 1974 (LRISA), 29
USC ss. 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.

S. 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 yr
sole proprietorship, or by an employe organization, or bosh.

7.. Immediate annuity contracts, which are arrangements
under which payments begin within I3 months of the issue date,

S. Annuitycontractsissuedinconnectionwithemployebene-
fit plans as defined by 29 USC 1002 (3) of the federal employe
retirement income security act of 1974 (1?RISA}, except annuity
contracts issued in connection with plans providing for the pur-
chase of annuity contracts solely by reason of salary reduction
agreements under 26 USC 403 (b) of the internal revenue code.

9. A policyholder's deposit account established solely to
facilitate payment of regular premiums.

10. Settlement options under life insurance or annuity con-
tracts,

{3} Dt?nt[v[Ttovs. In this section:
(a) 1, "Advertisement" means:
a. Printed and published material, audio visual material and

descriptive IiteraEure 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 employes, 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 circuiazs, leaflets, booklets, depictions, illustrations and
fornt letters. Descriptive Iiteratttre and sales aids do not include
material in house organs of insurers, communications within an
insurer's awn organization not intended far dissemination to the
public, individual communications of a personal nature, and cor-
respondencebetween aprospectivegroup orblanket policyholder
and an insurer in the cdurse of negotiating a group or blanket
policy, and general announcements from group or blanket policy-
holders to eligible individuals drat a contract has been written;

c. Prepazed sales talks, presentations and material for use by
intermediaries and representations made by intermediaries in
accordance therewith, excluding materials to be used solely by an
insurer for the training and education of its employes or intermedi-
aries; and

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

2. Advertisement does not include a policy summary as
defined 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 pre-
litninazycontract summary as defined in s. Ins 2.15 (4) (b}, and the
"Wisconsin Buyer's Guide to Annuities" as definedtn s. Ins 2.15
(4) (^)^

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

(c} "Appraisal" means an evaluation ar estimate of the quality
or other feahtres of a life insurance policy or annuity contract.
Appraisal does not include a statement which is also an endorse-
ment or testimonial.

(d) ")3ndorsement" means any statement promoting the
insurer, its policy, or bath, made by an individual, group of indi-
viduals,society, association or odter organization which makes no
reference to the endorser's experience under the policy.

(e) "Guaranteed interest rate" means the lowest rate of interest
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, ar solicitation which an insurer may guarantee for
a limited period of tune, but not guarantee for Ute duration of the
policy.

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

L Coverage is provided to employes or meanbers or classes
of employes or members defined in terms of conditions pertaining
to empIayment or membership in an association or other group
which is eligible for franchise or group insurance as defined in s.
600.03 {22) and (23), Stets.;

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 ar 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
insurance plan,

(h) "Institutional advertisement" means an advertisement
which is prepared solely to promote the reader's or listener's inter-
est in the concept of life insurance or annuities, or of promoting
the insurer sponsoring the advertisement, or bath.

(i) "Intermediary" has the meaning provided in s. 62$.02 (1),
Stets.

(j) "Policy" means any document, including a policy, plan,
contract, agreement, rider or endorsement, used to set forth in
writing ]ife insurance or annuity benefits.
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{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 ar other person covered by the insurer
which protnotes the insurer and its policy or contract by describ-
ingthe person's benefits, favorable treatment ar outer experience
under the policy or contract.

{4} APFLICATIOIV pP Txls sECI^IaN. (a) The corntnissioner shall
constnte this section in a manner which does, not tmduly restrict,
inhibit ar retard the promotion, sale and expansion of life insur-
ance polio€es ar annuity contracts. The commissioner shall con-
sider d€fferences inthe purpasesserved byvarious advertisements
and in the insurance product being advertised when interpreting
this section. Wlten applying this section to a specific advertise-
ment, the commissioner shall consider the detail, character, pur-
pose, 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 prevision is not disclosed.

(c) The commissioner shall determine whether an adeertise-
menthas the capacity or tendency to mislead or deceive From the
overall impression that the advertisement may be reasonably
expected to create upon a person of average education or intelli-
gence w€thin the segment of the public to which it is directed.

{5} ADVERTISEMENTS, REPRESENTATIONS, AND SOLICITATIpNS IN
G$NERAL. (a) Advertisements, representations, and solicitations
shall be truthful and not misleading in fact or in implication and
shall accurately describe the policy, the insurance business, any
insurer, or any intermediary to which they apply. No advertise-
mentmay contain words or phrases the meaning of which is clear
only by implication ar by familiarity with insurance terrninofogy.

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

(6) SUITABILrrY of PoLIC[ES. No insurer or intermediary may
recomtnend to a prospective buyer the purchase or replacement of
any individual life insurance policy ar annuity contract without
reasonable grounds to believe that the.recomtnendation is not
unsuitable to the applicant, The insurer or intermediary shall make
all necessary inquiries under the circumstances to determine that
the purchase of the insurance is not unsuitable for the prospective
buyer. This subsection does not apply to an individual policy
issued an a group basis,

{7} DECEPTIVH WORDS, PHRASPS OR ILLUSTRATIpNS, (a) NO per-
sonsubject to thfssection may use an advertisement that exagger-
ates abenefit orminimizes cast by overstatement, understatement
or incompleteness. No advertisement may omit information or
contain words, phrases, statements; references or illustrations if
the omission ar use has the capacity, tendency; ar effect of mis-
leading or deceiving purchasers or prospective purchasers as to
fire nature yr extent of any policy benefit payable, lass covered,
premium payable or state or federal tax consequences. An adver-
tisementreferring to any policy benefit payable, loss covered, pre-
mium payable, or state or federal tax consequences shall be suffi-
cientlycomplete and clear as to avoid deception or the capacity ar
tendency to mislead or deceive.

(b) No advertisement may state or imply that life insurance
arrangements are the same as savings accounts or deposits in
banking or savings institutions. No person subject to this section
may use policies which resemble savings bank passbooks. If sav-
ings accounts or deposits in banking and savings institutions are
utilized in connection with life insurance arrangements, this para-

graph does not prohibit the use of an accurate description of the
life insurance arrangement.

Note; Annuity contracts aro subject to the same limitations under s: Ins 2.15 (9)
th)•

(c) No advertisement may contain the terms "invest-
ment,""investment plan," "founder's plan," "charter plan,"
"deposit,""expansion pIan," "profit," "profits," "profit sharing,"
"interest plan," "savings," "savings plan," or other similar terms
in connection with a policy in a context or under circumstances or
conditions as to have the capacity or tendency to mislead , a pttr-
chaser orprospective purchaser of the policy to bel€eve that he or
she will receive, or that if is possible that he or site will receive,
something other than a policy or some benefit trot 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
pmceduees exist so that the policy is issued wit^tin a reasonable
time after the application_ is received.

(a) No advertisement ntay refer to a policy or coverage as"spe-
cial" unless a person subject to th€s section can show that areason-
ablebasis exists for the use of this term.

($} IDEN'i7TY or=rt^rsuReR. (a) Each advertisement stall clearly
identify the insurer, if an appl€cat€on is a part of the advertisement,
the application shall show the name of the €usurer.

(b) No advertisement may contain a trade name; an insurance
group designation, the Hama of the parent company of the insurer,
the name of a government agency or program, the name of a
department or division of an insurer, the name of an agency, the
name of any other organization, a service mark, a slogan, a symbol
or any other device which has the capacity artendency to mislead
or deceive as to the identity of the insurer or create the ilitpression
that an^entity other than the ittsurer has any responsibility - for the
financial obligation under any policy.

(c) No advertisement may contain any combination of wards,
symbols or materials which, by its content, phraseology, shape,
color, nature or other characteristics, is sosimilar to contbinatians
of words, symbols or materials used by federal, state or local gov-
ernment agencies that it tends to confuse or mislead prospective
buyers into believing that the solicitation is in some manner con-
nected with such a government agency.

(d) Na advertisement may refer to'an affiliate of the insurer
without disclosing that the 2 organizations are separate legal enti-
ties.

(e} No advertisement may indicate an address for an insurer in
any manner that may mislead or deceive as to the . insurer's identity
or licensing status. An advertisement which indicates an address
for an insurer other than . drat of its home office shall clearly iden-
tify the address other than that,of its home office and clearly dis-
close the actual city and state of domicile of the insurer.,

{g} TESTIMONIALS, ENDORSE\4ENTS, APPRAI5AIS, ANALYSIS OR

COMMENDA170NS 33Y TH[RD PARTIES. (a) No advertisement may

conta€n a testitnanial, endorsement or other commendatory State-
ment concerning the insurer, its policies or activities by any per-
son who receives any pay or remuneration, directly or indirectly,
from the insurer in connection tvitlt the testimonial, endorsement
or statemeit unless the advertisement, testimonial or endorsement
includes a full and prominent disclosure therein of the relation-
ship, direct or indirect, including but not limited to the existence
of any financial interest, renumeration, or. both; between rite
insurer and the person making the testimotial, endorsement or
statement. The provisions of this paragraph do trot apply to any
person holding a Wisconsin intermediary's license nor to any
radio ar television announcer or other person employed or com-
pensated 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
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of the author, apply to the policy advertised and be accurately
reproduced.

(c) Na 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 vie ►v on the part of the author;
3. if a reasonable person would conclude that the views

expressed do not carreotly reflect the current opinion of the
author;

4, For more than 2 years after the date an wltieh it was origi-
nally given or 2 years after the date of a prior confirmation without
obtaining a confirmation that the statementrepresenis the author'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 soma
reasonable application to the second policy;

7. Which effects a change or omission which alters or distorts
its meaning or intent as originally written; or

8. Which does not disclose the true nature of the insurance
coverage under which the benefits were paid if it contains a
description of benefit payments.'

(d} No advertisement may stake or imply, unless true, that an
individual, .group of individuals, society, association or other
organization approves ar endorses an insurer or a policy. An
advertisement shall disclose any affiliated relationship between
the society, association or other organization and the insurer. Tf the
insurer 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) Irlo advertisement may state or imply that a government
publication commends or recotnntends the insurer or its policy.

(1 O} IIIR1SpICTLaNAI, LICENSING; APPROVAL F3Y GOVERNMENTAL
AGENCY. (a) No advertisement, which may be seen or heazd
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.

(e) No advertisement may state or imply that the insurer, its
financial condition ar status, the payment of its claims, its policy
farms 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 LIA3[TED
EtdROLLIIIENT PERIODS. (a) No advertisement may state ar imply,
unless true, that a palicy or combination of policies is an introduc-
tory, initial ar special offer and that the applicant will receive
advantages not available at a later date by accepting the offer, 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 act open enroll-
ment period ar by a deadline date.

(b) No advertlsentent may state or imply that enrollment under
a policy is limited to a specific period unless the advertisement
discloses the period of time permitted to enroll. This period of

time utay not be less than i0 days and not more than 4f} days from
the date of the advertisement,

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

(d) No insurer may establish far residents of this state a limited
enrollment period within which a person may purchase an individ-
ual policy less than 6 months after the close of an earlier limited
enrollment perlod for the same or similar policy. The restriction
shall apply to all advertisements in newspapers, magazines and
outer periodicals circulated in this state, all mail advertisements
sent to residents of this state and all radio and TV advertisements
broadcast in this state. This restriction does not apply to the solici-
tation of enrollments under individual policies issued on a group
basis.

(e) Where an insurer is an affiliate of a group of insurers under
common management and control, the word "insurer" for the pur-
poses of this subsection means the insurance group. The require-
ments and restrictions applicable to an insurer shall apply to the
insurance group.

(12} MAIL, ORDER REt+vsAL PoRxs. Na person subject to this
section tnay use a mail order advertisement which requires the
recipient, in order to refuse a palicy, to sign a refusal form and
return if to a specified person ar insurer,

(19} GROUP, QUASI-GROUP OR SPECIAL, CLASS IMPLICATIONS. No
advertisement may state or imply, unless taste, that prospective
policyholders or members of a particular class of individuals
become group or quasi--group members or aze 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 o^ Pot.tcY (a) An offer in an advertisement
of free inspection of a policy ar an offer of a premiuntrefund shall
not be a cure for misleading or deceptive statements contained in
such advertisement.

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

(15} IDEte'1"IPICATIO\T OP PLAN OR NL3MBER OP POLICIES. (a)
When an advertisement refers to a choice regarding benefit
amounts, it shall disclose that the benefit amounts provided will
depend upon fire 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 lte 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} iJsa oP STATISTICS. (a) An advertisement which sets out
the dollar amounts of claims paid, the number of persons insured
or other statistical information shall identify the source of the sta-
tisticalinformation. No person subject to this section may use an
advertisement unless it accurately reflects all of the relevant facts.
No advertisement tnay contain irrelevant statistical data.

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

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

(17} CL,AIrts. No advertisement may:
(a) Contain untrue statements with respect to the time witYtitt

which claims are paid;
(h} State or imply that claim settlements will be liberal or gen-

erous ar use words of similar import;
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{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) STATEitiENTS AnOiTr AN INSURER. No advertisement may
contain untrue statements or statements that by implication mis-
lead withrespect to the insurer's assets, corporate structure, finan-
cialstanding, age, experience or relativeposition in the insurance
business.

(19) I^ISPA1tAGING costpARlsons AND sTArt?^1Etsrs. No adver-
tisement may directly or indirectly contain unfair or incomplete
comparisons of policies or benefits or falsely or unfairly dispar-
age, discredit or criticize competitors, their policies, services or
business methods or competing marketing methods.

(20) PRentluhis. {a) An advertisement for a policy with nonle-
vel , premiums shall contain a prominent description of the pre-
mium changes.

(b) No person subject to this section may describe in an adver-
tisement alife insurance policy under which the insurer reserves
the right to change the amount of the premium during the policy
term unless this feature fs prominently described in the advertise-
ment,

(e) Except as otherwise allowed under this paragraph, no
advertisement may contain a skatement or representation that an
insured 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) Na advertisement may stake 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 PaLICY ELEMENTS. {a) No advertise-
ment may contain a description of or ocherwise . refer to nongua-
ranteedpolicy elements in amanner 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
insurance 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 shat] 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.

(e} Na advertisement may state or imply that illustrated non-
guaranteed policy elements will be or can be sufficient at any
future time to assure, wikhout the further payment of premiums,
the receipt of benefits, such as a paid—up policy, unless the adver-
tisetnentclearly 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 Wray refer to dividends as "tax free"or
contain words of shriller import, unless the tax treatment of divi-
dends is accurately explained and the nature of the dividend as a
return of premium is indicated clearly.

2. The requirements of this subsection are in addition to the
requirements set forth in ss. ln5 2.14 {5) (h) and 2.15 (4) (g).

(22) PoLtc[FS soLD To sivDEt.^TS. (a) A person subject to this
section may address an advertisement for policies sold to students
to the parentis of students. Na address on the advertisement may
include any combination of words which imply that the corre-
spondence is front a school, college, university or outer education

or training institution nor may it imply that the institution has
endorsed the material ar supplied the insurer with information
about the student unless true.

{b) All advertisements, including but not limited to inforuta-
tioltflyers used in the solicitation of insurance, shall contain clear
identification that the advertisement comes from an insurer or
intermediary, if this is the case, and these entities shall be clearly
identified as insurers or internediaries.

{c} No return address on the advertisement may state or imply
that the soliciting insurer or insurance intermediary is affiliated
with a university, college, school, or other educational or training
institution, unless true,

(23) INDIVIDUAL pF.FERRED ANNUITY PRODUCTS OR DEPOSIT
r-Ilnns. For individual deferred annuity products or deposit funds,
the fallowing shall apply:

{a} Any illustrations or statcntents 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 rite guaranteed accumulation
interest rates. No higher interest rate may be greater than those
currently being credited by the insurer unless the higher rate has
been publicly declared by the insurer with an effective date for
now issues not more than 2 months subsequent to the date of decla-
ration.

(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
relationship 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 ar statements concerning the policy shall promi-
nently state that cash surrender benefits are not pro^^ided.

[24) ADVERTISEMt?N"r5 SHOw13vG A SPECIFIC RATE OF RETURN ON
PREM[[IR4S OR CASH vALLIFS. All ]ife insurance or annuity solicita-
tions, representntions, 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 promi-
nence, tite following:

(a) A general statement describing the existence offirst—year
and annual expense charges, mortality_ charges and surrender
charges which will be deducted from the premium before the
interest rata is applied.

(b) The guaranteed rate of interest paid on rite 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
interest on the first $l,t][l0 of cash value is limited to the guaran-
teedrate.

{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 fire ease.

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

('15) GRADED OR MODIFIED BENEFITS AFTER A POLICY TS ISSUED.
(a} An advertisement, representation, or solicitation far a policy
containing graded or modified benefits shall prominently disclose
this fact. If applicable, an advertisement, representation; or solici-
tationshall prominently disclasethe fact that the premium is level
attd coverage decreases or increases with age or duration. Graded
or modified benefits shall include, but are not limited to, ]ife insur-
ance policies that, within a specified period after the policy is
issued, may pay no death benefts or death benefits that are less
titan premiums paid should the insurer pay the death benefits.

(b) The prominent disclosure required in par. (a) shall mean
Ehe following far the specified type of advertisentenf:
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1. For television advertisements, an announcement describ-
ing the graded or modified benefits to be displayed during the
advertisement far at least 10 seconds.

2, Far radio advertisements, an announcement describing the
graded or modified benefits.

3. Far pre—printed advertisements intended for general dis-
tributi^n, awritten description of the graded or modified benefits
printed an the first page of the advertisement and in at least 12
point bold type.

(28) M18CEL€ANEOUS DISCLOSURE REQUIREA9ENTS. (a) In the
event an advertisement uses "Nonmedical," "No Medical
Examination Required," or similar terms where issue is not guar-
anteed, 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 tine of a life
insurance policy any phrase which does not include the words"life
insurance" unless accompanied by other language clearly indicat-
ing it is life insurance.

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

{d) : No advertisement of an insurance policy marketed by
direct response techniques may state ar imply, unloss the condi-
tian is true, that because there is no intermediary or commission
involved there will be a cast saying to prospective purchasers,

(e) No advertisement may stale or imply. in any way that inter-
estcharged on apolicy loan ar 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 X1,000 of initial
death benefit.

(g) Na advertisement may contain the words "free," "no cost,"
"W1thoUt CDSt," "no additional cast," "at no extra cost,". Or WOrdS
of similar import with respect to any benefit or service being made
available with a policy, unless the insured is not charged far any
benefit or service. If the insured is not charged, then the advertise-
ment steal[ prominently disclose . the identity of the payor.

(F7) METHOD OF dISCLOSIJRE OF REQUIREb 1NFOR1lIATION. (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
relates 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 intertningled with the con-
text of rho 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 for-
mat is used:

(2$) FoRnt Nt]M8f?R. A person subject to this section shalt
identify by farm number an advertisement other than an institu-
tional advertisement dofined in sub. (3) (h) which is mass—pro-
duced. The farm number shall be sufficient to distinguish it from
any other advertising farm or any policy, application ar other form
used by the insurer.

(29) II^SllRLR'S RESroxslsllrry FoR ADVERTISEAIEl\'7'S. {a} The
insurer whose policy is advertised has responsibility far the con-
tent, fortn 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 per-
sons or agencies acting on its behalf in preparing advertisements
to submit proposed advertisements to it for approval prior to use.

(30) ln'suReR's A©vERTISmG F1LE, Each insurer shall maintain
at its home ar principal office a complete file containing every

printed, published or prepared advertisement of its policies here-
afterdisseminated in the state. With respect to group, blanket and
franchise policies, all proposals prepared on the same printed
farm need not be included in the tile; only typical examples of
these proposals shall be included. A notation shall be attached to
each such advertisement in the file indicating the manner and
extent of distribution and the fortn number of any policy, amend-
menl, rider, or ettdorsetnent form advertised. The file shall be sub-
ject to regutarand periodic inspection by the office of the commis-
sioner ofinsurance. Aperson subject to this section shall maintain
all of these advertisements in the file white in use and for a period
of 3 years after an advertisement's authorized use.lf applicable,
a person subject to this section shall also maintain files in accord-
ance with ss. Ins 2.14 {5) (a) attd 2.15 (9) (a}.

history: Cr. Register, October, 1982, No. 322, eff, 11-1-82; r. (5) (h} 1. and 2.
and (6} @),Register, May, 1984,1\0.341, eff. 6-f-84; r. (7) under s. 13.93 (2m) @)
16., Slats„ Register, becember,1984, No. 348; r, and hxr, Register, July, 1989, No.
403, eff. 8-t^9; aFn. (1}and (3} (a) 2., Register, h9arch,1998, Igo. 507, cff.4-I--98,

Ins 2.17 Life insurance Illustrations. (1) 1?[SRPOSE,
This section provides rules for life insurance policy illustrations
that will protect consumers and faster consumer education. This
section provides illustration formats, prescribes standards to be
followed when illustrations are used, and specifies the disclosures
that are required in connection with illustrations. The goals of this
rule are to ensure that illustrations do not mislead purchasers of
life insurance and to make illustrations mare understandable,
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 atypical person within the segment of the
public !a which the illustration is directed. The requirements of
this section are in addition to and not a substitute far the require-
tnents set forth in ss. Ins. 2.14 and 2.16.

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

(a) Variable life insurance.
(b) Individual and group annuity contracts.
(e) Credit life insurance.
(d) Life insurance policies with no illustrated death benefits on

arty individual exceeding $10,000.
(3) DEFLIITIDNS. In this section:
(a) "Actuarial standards hoard" 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
required to be paid under a fixed premium policy, including the
premium for a rider far which benefits are shown in the illustra-
tion.

(d} "Currently payable scale" means a scale of nan-
guaranteed elements ineffect for a policy form as of the prepara-
tiondate ofthe illustration ar declared to become effective within
the next 95 days.

(e) "Disciplined currant scale" means a scale of non—
guaranteed elements that is reasonably based on acttta3 recent his-
torical experience, as certified annually by an illustration actuary
designated by the insurer.

(f) "Generic name" means a short title descriptive of the policy
being illustrated such as "whole life," "term life" or"flexible pre-
mium adjustable life."

(g) "Guaranteed elements" means theprentiums, benefits, val-
ues, 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:
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1. T}te disciplined current scale; or
2. The currently payable scale.

(i) "Illustration" means a presentation or depiction that
includes non-guaranteed elements of a policy of Iife 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
requirements of sub. (1©}.

(k) "Inforceilluslration"tueansanillustrationfurnished at any
titue after the policy that it depicts has been in force.

(I..) "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-
sistencyrates underlying khe disciplined current scale for the first
S years and 100 °Jo policy persistency thereafter.

(m} "Minimum assumed expenses" means the minimum
expenses 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 far 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
expense 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 oflife insurance that
are not guaranteed or not determined at issue.

(o} "Non-term group Iife" 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} "PoIiey owner" means the owner named in an individual

policy ar the certificate holder in the case of a group policy.
(q) "Premium outlay" means the amount of premium assumed

to be paid by the policy owner ar 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
experience assumptions underlying the disciplined current scale,
for all illustrated points in time on or after the fifteenth policy
anniversary or the twentieth policy anniversary for second-or-
later-to^lie policies or upon policy expiration if sooner, the accu-
mulated value of all policy cash flows equals or exceeds the tgtai
policy owner value available. For this propose, policy owner
value iriciudes cash starrender values and any other illustrated
benefit amounts available at the policy owner's election.

(s) "Supplemental illustration" means an illustration fiunished
in addition to a basic illustration.

{4) Pot,tcl^s ^eo n g Il,]_usrRa.^n. (a) leach insurer marketing
policies to which this section is applicable shall notify the cotn-
missionerwhether apolicy form is to be marketed with or without
an illustration. For all policy forms being actively marketed on
January 1, 1998, the insurer shall identify in writing those farms
and whether or not an illustration will be used with them, For
policy forms filed after January I, 1998, the identification shall be
made at the time of filing. Any previous identification may be
changed by notice to the commissioner.

(b) If an insurer identifies a policy form as one to he 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 asone to bemar-
ketedwith an illustration, a basic illustration prepared and deliv-
ered inaccordance 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 issued to
a single applicant unless the coverage is marketed to these individ-
uals. The illustration furnished an applicant for a group life insur-
ance policy or policies issued to a single applicant on multiple
lives may be either an individual or composite illustration repre-
sentative ofthe coverage on the lives of meanbers of the group or
the multiple lives covered.

(d) Potential enrollees of non-terns group life subject to this
regulation shall be furnished a quotation with the enrollment
materials. The quotation shall show potential policy values for
sample ages and policy years on a guaranteed and nett-guaranteed
basis appropriate to the group and the coverage. This quotation
shall not be considered au illustration for purposes of this section,
but all information provided shall be consistent with the illustrated
scale. A basic illustration shall be provided at delivery of the cer-
tificate to enrollees for non-term group life who enroll for more
than the minimum premiuttt necessary to provide pure death bene-
fitprotection. In addition, the insurer shall make a basic illustra-
tion available to any non-terns group life enrollee who requests it.

(5) GEtvetutL Rut,FS nrlo pROtuslTTONS. (a) An illustration
used in the sale of a life insurance policy shall satisfy the applica-
blerequirements of this section, be clearly labeled "life insurance
illustration" and contain all of the following basic information:

I. Name of insurer.
2. Nameandbusinessaddressofagentorinsurer'sauthorized

representative, if any.
3. Name, age and sex of proposed insured, except where a

composite illustration is permitted under this section.
4. Underwriting or raking classification upon which the

illustration is based.
5. Generic name of policy, the insurer `s product name, if dif-

ferent, and form number.
6. Initial death benefiE.
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 insurance
policy.

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

3. Slake or imply that the payment or amount of non-
guaranteed elements is guaranteed.

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

5, Use anillustrationthatatanypolicydurationdepictspolicy
performance more favorable fo the policy owner than that pro-
duced by the i]lustrated scale of the insurer whose policy is being
illustrated.

6. Provide an applicant with an incomplete illustration.
7. Represent in any way that pretnium payments will not be

required far 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 similar
term that implies the policy becomes paid up, to describe a plan
for using non-guaranteed elements to pay a portion of future pre-
miums.
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9. lJxcept for policies that can never develop nonforfeiture
values, use an illustratian that is "lapse—supported".

1D. Use an i]htstration 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
meat all of the following criteria:

L 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. DanotpertnitadisciplinedcurrentscaletaincIudeanypro-

jected trends of improvements in experience or any assumed
improvements inexperience beyond the illustration date.

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

(6) S^rntvanxns roR Bnstc 11,1.us^RaTto^s. (a) A basic il]ustra-
tion 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 payout
within a policy year shall be clearly identified.

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

S. The assumed payments on which the illustrated benefits
:and values are based shall be identified as premium outlay or con-
tract premium, as app]icable. For policies that da not require a
specific contract premium, the illustrated payments shall be iden-
tified 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 illustratian 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 cor-
responding non—guaranteed elements. Any page of an illustratian
that shows or describes only the non—guaranteed elements shall
include a reference to the page where guaranteed elements aze
shown and a statement that guaranteed elements are found on that
page.

9. 'Tire account or accumulation value of a policy, if spawn,
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.

lD. The value available upon surrender shall be identified by
the Warne 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 inter-
est, as applicable.

11. Illustrations may show policy benefits and values in
graphic or chart form in addition to the tabular farm.

12. Any illustration of non--guaranteed elements shall be
accompanied by a statement indicating that the benefits and val-
ues 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 illustratian shows that the premium payer Wray have
the option to allow policy charges to be paid using non—
guaranteed values, the il]ustration shall clearly disclose that a

charge continues to be required and that, depending on actual
results, the premiuttt payer may need to continue or resume pre-
miumoutlays. Similar disclosure shall be made for premium out-
lay of lesser amounts or shorter durations than the contracE pre-
mium. If a contract premium is due, the premium outlay display
shall not be left 61ank or show zero unless accompanied by an
asterisk or similar mark to draw attention to the fact that the policy
is not paid up.

i4. If the applicant plans to use dividends or policy values,
guaranteed ornon—guaranteed, to pay all or a portion of the con-
tract premimn or policy charges, or for any other purpose, the
illustration may reflect those plans and the impact on future policy
benefits and values.

{b) A basic illustration shall include the fallowing narrative
.summary;

1. A brief description of the policy being illustrated, including
a statement fhal it is a life insurance policy.

2. A brief description ofthe premium outlay or contract pre-
mium, as applicable, far the policy. For a policy that does not
require payment of a specific contract premium, the illustratian
shall show the premium outlay that mu st be paid to guarantee cov-
erage far the term of the contract, subject to maximum premiums
allowable to qualify as a life insurance policy under the applicable
provisions of the Internal Revenue Code.

3. A brief description of any policy features, riders ar options,
guaranteed ornon—guaranteed, showu in the basic illustration and
the impact they may have on the benefits and values of the policy.

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

5. A statement containing in substance the following: "T'his
illustration assumes that the Currently illustrated nonguaranteed
elements will continue unchanged far ail years Shawn. This is not
likely Eo occur, and actual results may be more or less favorable
than those shown."

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

1, A summary of fire 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 sum-
mary shall be shown for at Ieast policy years 5, 10 and 20 and at
age 70, if applicable, an the three bases shown below in subds. 2,
3, and 4. For multiple life policies the summary shall show policy
yeas 5, l0, 20 and 30.

2, Policy guarantees.
3. Insurer's illustrated scale.
^4. insurer's illustrated scale used but with the non—guaranteed

elements reduced as follows:
a. Dividends at 50% of the dividends contained in the illus-

trated scale used.

b, IVon—guaranteed credited interest at rates that are the aver-
age of the guaranteed rates and the rates contained in the illus-
trated scale used.

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 contained
in the illustrated scale used.

5. If coverage would cease prior to policy maturity or age 1D0,
the year in which coverage ceases shall be identified far each of
the three bases shown above in subds. 2., 3. and 4.

{d) Statements substantially similar to the following shall
immediately follow the numeric summary and be signed by the
applicant, or the policy owner in the case of an illustration pro-
vided at time of delivery, as required in this section.

1. A statement to be signed and dated by the applicant or
policy owner reading as follows: "I have received a copy of this
illustration and understand that any non—guaranteed elements
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illustrated are subject to change and could be either higher or
lower. Tl ►e agent has told me they are not gnazanteed."

2. A statement to be signed and dated by the agent or other
authorized representative of the insurer reading as follows; "I cer-
tify that this illustration has been presented to the applicant or
policy owner and that 1 have explained that any non—guazanteed
elements illustrated aze 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 yearfrom 1 to 14 and forevery 5th policy year thereof
ter ending at ago 100, policy-maturity or final expiration; and
except for term insurance beyond the 24th 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.

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

2. For a policy that provides for a contract premium, the guar-
anteed death benefit and value available upon surrender shall cor-
respond to the contract premium.

3. Nan—guaranteed elements may be shown if described in the
contract. Itt 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 dividends. If any
non—guaranteed elements are shown they must be shown at the
same durations as the corresponding guaranteed elements, ifany.
If no guaranteed benefit or value is available at any duration for
which anon—guaranteed benefit or value is shown, a zero shall he
displayed in the guazanteed column.

{7^ STANDARDS FOR S[1PPLE^4BNTAI, ILLUSTRATIONS. (a) A Sup-
plemental 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 titan 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—guazanteed elements are not guaranteed.

4. For a policy that has a contract premium, the contract pre-
nvumunderlying lhesupplemental illustration is equal to the con-
tract premium shown in the basic illustration. For policies that da
not require a contract premium, the premium outlay underlying
the supplemental illustration shall be equal to the premium outlay
shown in the basic illustration.

(b) The supplemental illustration shall include a statemenE
informing the reader to consult the basic illustration for guaran-
teed elements and the other important information it contains.

^8^ DELIVERY 4P ILLUSTRATION AND RECORA RETHNTIDN. (a) If
a basic illustration is used by an agent ar other authorized repre-
sentative ofthe insurer in the sale of a life insurance policy and the
policy is applied for as illustrated, a copy of that illustration,
signed in accordance with this section, shall be submitted to the
insurer at the time of policy application. A copy also shall be pro-
vided to the applicant. If the policy is issued other than as applied
for, a revised basic Illustration conforming to the policy as issued
shall be sent with the policy. The revised illustration shall con-
form to the requirements ofthis section, shall be labeled "Revised
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 ar other authorized rep-
resentative in the sale of a life insurance policy or if the policy is
applied far other than as illustrated, the agent or representative
shall certify to that effect in writing on a form provided by the
insurer. On the same Form the applicant shall acknowledge that
no illustration confirming to the policy applied for was provided
acid shall further acknowledge an understanding that an illustra-
tionconforming to the policy as issued will be provided no later
than at the time of policy delivery. This farm shall 6e suh[n.itted
to the insurer at the time of policy application. If the policy is
issued, a basic illustration conforming to;he policy as issued shall
be sent with the policy and signed no later than the time the policy
is delivered. A copy shall be provided to the insurer and thepolicy
owner.

(c) If the basic illustration or revised illustration is sent to the
applicant or policy owner by mail from the insurer, it shall include
instructions for the applicant or policy owner to sign the duplicate
copy of the numeric summary page of the illustration far the
policy issued and return the signed copy to the insurer. The insur-
er `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 includes 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, ifany, signed as applicable, along with any certification that
either no illustration was used or that the policy was applied for
other titan as illustrated, shall be retained by the insurer until 3
years after the policy is no longer in force. A copy need not be
retained if no policy is issued.

lg^ ANNUAL REPORT, NOTICE TO POLICY OWNERS. (a) Except as
provided in par. (6}, in the case of a policy designated , as one for
which iIIustrations will be used, the insurer shall provide each
policy owner with an annual report on the status of the policy that
shall contain at least the following information:

1. For universal life policies, the report shall include the fol-
lowing.

a. The beginning and end date of the current report period.
b., The policy value at the and of the previous report period

and at the end of the current report period.
c. The total amounts that have been credited ar 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 tl ►e policy.

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 interest,
mortality and expense loads and continued scheduled premium
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 Ehe informa-
tion described in subd. 1. a. through f, if, assuming guaranteed
interest, ntartality 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 shalt be included in the report.

2. For all other policies, where applicable:
a. Current death benefit.
b. Annual contract premium.
c. CurrenE cash surrender value.
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d. Current dividend.
e. 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 bean made tv nonguaranteed policy elements by the insurer.

(c) If the annua[ report does not include an in force illustration,
it shall contain tite following notice displayed prominently:
"Il14PORTANT POLICY O'L"VNER NOTICE; Yau should con-
sider requesting more detailed information about yaui • policy to
understand how it Wray perform in the future. You should not con-
sider replacement of your policy ar make changes in your.caver-
age without requesting a currant 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 da not receive a current illustra-
tion ofyour policy within 30 days from your request, you should
contact your state insurance department." The insurer Wray 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 pres-
ent illustrated scale. Tltis illustration shall comply with the
requirements of subs. (S) (a), (5) (b), (5) (a) and (6) (e). No signa-
ture or other acknowledgment of receipt of this illustration is
required.

(e) 1f 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} Arrtavn[, cdttrlE7icn'rlovs. (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-
ialstandard of practice for compliance with the national associa-
tion of insurance commissioners model regulation an life insur-
ance illustrations promulgated by the actuarial standards board,
and that the illustrated scales used in insurer--authorized illustra-
tions meat the requirements of this section,

(c) The illustration actuary shall;
I. Be a member in good standing of the American academy

of actuaries.
2. Ee familiar with the standard of practice regarding life

insurance policy illustrations.
3. Not have been found by the commissioner, following

appropriate 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 ar dishonest practices,
c, Demonstrated the actuary's incompetence, lack of eaop-

eration, ar 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 3t1 calendar days to notify the commissioner
of any action taken by a commissioner of another state similar to
that under subd. 3. .

5. Disclose in fhe annual certification whether, since the last
certification, a currently payable scale applicable for business
issued within the previous 5 years and within the scope of the cer-
tification has been reduced fox reasons other than changes in the
experietue 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 ele-	 ^::::.,.:::.; _-
ments illustrated for bath new and in force policies arc not cottsis-
tent with the non-guaranteed elements actually being paid,
charged or credited to the same or similar forms, this shall be dis-
closed in the annua[ certification.

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

Fully allocated expenses.
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 far
which illustrations are used and before a new policy form is illus-
trated. If an error in a previous certification is discovered, the
illustration actuary shall notify the board of directors of the insurer
and the conunissioner within 30 calendar days of discovery.

(e) If an illustration actuary is unable to certify the scalefor any
policy form illustration the insurer intends to use, the actuary shall
notify the board of directors of the insurer and the commissioner
of the actuary's inability to certify within 30 calendar days of that
determination.

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

I. That the illustration formats tneet 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 piavided its agents with information
about the expense allocation method used by the insurer in its
illustrations and disclosed as required in par. (c) 6.

{g) - The annual certifications shall be provided to the commis-
siouereach year by a date determined by the insurer.

(h) Ifaninsurerchangestheillustrationactuaryresponsiblefor
all or a portion of the insurer's policy forms, the insurer shall
notify fhe comntissianer of that fact within 3Q calendar days and
disclose the reason for the change.

(11) Pstvnl.'n^s. 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. 528.34 Stets.

Htskory; Cr. Registe ,September, ]997, I go. SOl, eff. 1-1-98.

lns 2,20 Unisex nonforteiture values in certain life
insurance policies. (1) PuRross. The purpose of this section
is to allow insurers who have elected an operative date under s.
632,43 (6tn) (h), Stets., to provide for cash surrender and paid-up
nonforfeiture benefits which do not vary with the sex of the life
insured. Same life insurance policies are subject to the decision of
the United States supretne court in Arizona Governing C`omrnittee
t: Norris,103 Supreme Court Reporter 3442, which makes it ille-
gal for an employer to make contributions after August 1,1983,
to a defined contribution pension plan if the benefits derived from
those contributions differ by sex. Separate provisions are set forth
in this section for unisex policies that may be subject to that deci-
sian - ond far unisex policies in general.

(2) SCt)PH. Except as provided far in sub. (4) {b), this section
applies only to those policies issued in this state for which the
insurer 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.

(3) DEFINITIONS. (a) "lx" means the number of lives surviving
to age x,

(b) "1tX}Q qx" means the yearly death rate per thousand at age

(c) 1. "Table A" means the 1980 CSO Mortality Table and the
1980 CET MortaiityTable for male lives, with or without 10-Year
SelectMortalityFactors.Theyearlydeathraleperthousand, lOpp
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qx, for these tables is published in Appendix A and Appendix B, 	 am. (4^a)1. and (b}t., cr. (3}(e)2., (d)2., (c)2., (0, (4)(a)2. and (h)2., Register,
pages 618 and 619, Volume 33, Transactions of the Society of . November, 19s8, No. 39s, eff. 12-1^8.
Arfnarinc

2. "Tables NA and SA" means the corresponding 198D 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, LODO qx, from these Eables 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 tttrougtt F"means the blended 1980 CSO and
1480 CET Mortality Tables for policies issued on an age nearest
birthday basis with varying proportions of male lives to total lives.
The ratio of tttale lives io total lives is 8D%for Table B, 6D% for
Takla C, 5D% far Table D, 40% far Table E and 20% far Table F.
These tables are published in tfie proceedings - of the National
Association ofInsurance Commissioners for the 1983 December
tneating, pages 3961ast birthday basis, the tables shall be modified
by interpolation between values of x.

2. "3`ables NB through NF and SB through SF" means the cor-
responding 1480 blended nonsmoker and smoker mortality
tables.

{#) "19$0 CSO and CI:'I' Nonsmoker and Smoker Mortality
Tables"means the mortality tables with separate rates of mortality
for nonsmokers and smokers derived from the 198D CSO and
19$0 CET Mortality Tables and adopted by the NAIC in Decem-
ber 1983. Mortality rates for these tables are published on pp.
406-f109, Proceedings of the National Association of Insurance
Commissioners, 1984, Vol.1, and pp. 521-530 Proceedings ofthe
Nationa€ Assaciatian of Insurance Commissioners, 1987, Vol. 1.

(4) CASH VALUE AND PA1P-UP NONFORFEITURE EENBFr15, (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}, Stets., applicable to the
policy, the cash surrender and paid-up nonforfeiture benefits pro-
vided 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 he 90%
or more of one sex or the other or except for certain policies con-
verted fratn group insurance: Such group conversions issued 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 con-
versions are considered extensions of the Norris decision.

2. In place 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 198D CSO and CET tables for all life insurance policies
under which aft contractual requirements and guarantees are inde-
pendent of the sex of ttie life insured, without regard to any opin-
ion as to the applicability of Norris; provided that.the Table so
elected tnay not be changed unless the insurer can demonstrate to
the satisfaction ofthe commissioner that a different Blend is more
appropriate.

2. In lieu of the above, corresponding Tables N33 through NF
and SB through SF may be used in situations where separate rates
far nonsmokers and smokers are used.

(5) RES]?RVES. The minimum reserve standards for life insur-
ance policies are set forth in s, 623.06, Slats., and are not affected
by this section.

History; Emcrg; cr, eft. 5-14-84; cr. Register. August; 1984, No. 344, cif.
9-t-84; r. (6} under s.13.93 (2m} (b) ! 6., Stets., Register, I3ecetnher,1984, No. 348;
n:uwn. (3}(c), (d}, (e), (4)(a) and (b) to be (3)(e) l., (d)1., (c)1., (4}(a}l. and (b)1. and

Ins 2.30 Annuity mortality tables. (1) PURPOSLt. The
purpose of this section is to adopt, pursuant to s. 623.06 (2a} (b}
and (d), Stets., ntarta]ity tables for use in determining the mini-
mumstandard of valuation for annuity and pure endocvntent con-
tracts.

(2) DEF1N1Tloxs. (a) "NAIC" means the national association
of insurance commissioners,

(b) "i983 `tablo"' a means that mortality table adapted for the
valuation of individual annuity and pure endowment contracts in
Julie of 1982 by the NAIC and published an page 454, NAIC pro-
ceedings, vol. II 1982.

(c) "I9. 83 GAM table" means those male and female group
annuity mortality tables adopted for the valuation of group annu-
ity and pure endowment contracts in 1ecember of 1983 by the
NAIC and pubIislted on pages 4I4^15, NAIC proceedings, vol.
I, 1984.

(d) "Annuity 20011 mortality table" means those male and
female mortality tables adopted for the valuation of individual
annuity and pure endowment contracts in December of 1996 by
the NAIC as published on page 24^, vol. XLVII, transactions,
society of actuaries, 1995.

{e) "1994 GAR table" means the group annuity reserving table
adopted for the valuation of group annuity and pure endowment
contracts is December of 1996 by the NAIC as published on pages
866 & 867, vat. XLVII, transactions, society of actuaries, 1995.

(3) I^mIV1DUAl. nNtvtn^rr oR PuRS F^mowl+t^Nr co^rR^cTS. {a)
The 1983 table 'a' may be used to determine the minimum stan-
dard of valuation for any individual annuity or pure endowment
contract issued on ar after November 8, 1977 but before January
1, 1986.

(b) Either the 19$3 table `a' ar the annuity 2000 mortality table
shall be used to determine the minimum standard of valuation far
any individual annuity. or pure endowment contract issued on or
after January 1, 1986 but before January 1; . 1999.-

(c) Lxcept as provided in par (d) the annuity 20D(1 mortality
table shall be used to determine the minimum standard of valua-
tionfor any individual annuity or pure endowment contract issued
an or after January 1, 1999.

(d) The 1983 table a without projection shall be used for deter-
mining Ute minimum standards of valuation for an individual
annuity or pure endowment contract issued on or after January i,
1999 when the contract is based on life contingencies and is issued
to fund periodic benefits arising from any of one of the following:

1. Sett€etnettts 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.

(4) GROUP ANNUITY OR PUR]? t3NDOWhtHNT CO\`'CRACTS: {a)
Dither the 1983 GAM table, the 1983 table 'a', or the 1994 GAI2
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 far any
annuity or pure endowment contract purchased an ar after Janu ary
1, 1986 but before January 1,1999 under a group annuity or pure
endowment contract.

(c) The 1994 GAR table shalt be used fordetermining the mini-
mum standard of valuation for any amtuity or pure endowment
contract purchased on or after January 1, 1999 under a group
annuity or pure endatvment contract.
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(5) APPLiCAT[ODi ol^ 1994 GAR TABLE. (a) In using the 1994
GAIL table the mortality rate for a person age x in year (1994 -^ n}
is calculated as follows:

^ 1994-tn ` qx 1994 (1 —AAx) nx

where the qx 1494s and AAxs are as specified in the 1994 GAR
Table.

history: Cr. Register, November, 1985, No. 359, eff. ]2-1--SS; am. Cteglster,
October, 1998, No. 514, eff. l-i 99.

Ins 2.35 Smakerandnansmokermortalitytablesfor
minimum reserve liabilities and minimum nonforfeiture
benefits. (1) PURPOSE. This section implements ss. 623.06 (2)
(am) 3 and 632.43 (6m} (e} 3 f, Slats., by permitting the use of
mortality tables that reflect differences in mortality between
smokers and nonsmokers. These mortality tables are used in
determining minimum reserve liabilities and minimum cash sur-
rendervalues and amounts of paid—up nonforfeiture benefits for
plans of insurance with separate premium rates for smokers and
nonsmokers.

(2) Da>^I1^^T1aNS. In this section:
(a) "1980 CSO table, with orwithout 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., Stets., and referred to in those stat-
utes as the commissioner`s 1980 standard ordinary mortality
table, with orwithout 10--year select mortality factors.

{b) "I980 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., Stets., and
referred to in those statutes as the commissioner's 1980 extended
term insurance table.

(c} "1980 CSO smoker and nonsmoker mortality tables"
means the mortally 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;. Aioriality rtes forthese tables are publsshed on pp. 406-413, t?roccedings
of the A'ationaf Association of Insurance Commissioners, 1984 Vol. I.

(d) "1980 CET smoker and nonsmoker mortality tables"
means the mortality tables with separate rates of mortality far
smokers and nonsmokers derived from the tables defined in par.
(b), anti adapted by the National Association of Insurance Com-
missioners in December 1983.

Note: Mortality rates for these tables are published on pp. 4t)6-4] 3, Proceedings
of the Nafsonal Association of Insurance Commissioners, ] 984 Vol. ].

(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 nonsmok-
ers.

(3) ALTI3RNA'rf? TABLES. At the option of the company and sub-
ject to the condition that the company use the same select factors
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 (6nt} (h),
Stets., for that policy form:

(a) Tho company may substitute the 1980 CSO smoker and
nonsmoker mortality tables, with ar without 10-year select
mortality factors far the 1980 CSO table, with ar without 10—year
select mortality factors, far use in determining minimum reserve
liabilities, minimum cash surfender values and amounts of
paid—up nonforfeiture benefits; and

{b) The company may substitute the 1980 CET smoker and
nonsmoker mortality tables far the 1980 CET Table for use in
determining minimum reserve liabilities, Ininitnutn cash surren-
der 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) Ilse composite mortality tables to determine minimum
reserve liabilities, minimum cash surrender values and amounts
of paid—up nonforfeiture beneFts;

(b} Use 1980 CSO or 1980 CET smoker and nonsmoker
mortality tables to determine the valuation net premiums and
additions[ minimum reserves, i€any, required by s. 623.06 (7),
Slats., and use composite mortality tables to determine the basic
minimum reserves, minimum cash surrender values and amounts
of paid—up nonforfeiture benefits; or

{c) Use 19$0 CSO or 19$0 CET smoker and nonsmoker
mortality fables to determine minimum reserve liabilities and
tninimttm cash surrender valves and amounts of paid—up nonfor-
feiture benefits.

History: Cr. Register, November, [986, No. 395, eff. 12-1-88.

Ins 2,40 Annuity contracts without life contingen-
cies. (^} PURPOSE. This section implements and interprets s.
632.66; Stets., by authorizing life insurers to issue annuity con-
tracts without life contingencies slid setting forth the conditions
under which these annuity contracts may be issued.

(2) SCOPE. This section applies fo all annuity contracts with-
out life contingencies and which are classified as life and disabil-
ityinsurance under s. Ins 5.75 (1).

(3) GRANT oP AUTFIORITY. A life insurer that holds a valid cer-
tificate 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 fallowing conditions:

(a) No insurer may base the consideration to be paid to the
insurer for the annuity contract without a life contingency upon
the ago or condition of health of the purchaser of the contractor
any other person, ar on any mortality or morbidity contingencies.

(b) An insurer shall base the amounts guaranteed to be paid
under all 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 con-
traets,

(c) An insurer may offer to the public an annuity Contract with-
out alife contingency only through licensed intermediaries or
directly by the insurer.

(4) APPLICABLE STATUTES A,\D AD.I^II,^IISTRAT[VE RULl'S. An
annuity contract without a life contingency is deemed fa be an
annuity for purposes of chs. 600 to 645, Stets., and all rules
adopted thereunder, including, but not limited to, ch. 623, Stets.,
ss. 631.20 to 631.27, Stets., and ss. Ins 2.07, 2.15, 6.05, and 14.02.

:History: Cr. Register, December, E988, Na.396, eff. I-1-89.

Ins 2.45 Charitable organizations; insurable inter-
est. {1) I'l)RPOSE. The purpose of this section is to interpret s.
631.07, Stets„ with respect to the insurable interest of charitable
organizations. This section does not limit ar abridge any insurable
interest existing at common law ar by statute.

{2) SCOPI?. This section applies to life insurance policies
issued in this state, including, but not limited ta, policies in force
an March 1, 1994.

(3) DEF1N[TION$. In this section:
(a) "Charitable organization" means an arganizatian described

in 26 USC 170 . (c) or 261JSC 541 (c) (3).
(b) "Life insurance" includes endowment policies and annui-

ties,

(4) INSURAIiLEIATTERFST. Acharitableorganizationmaybethe
applicant, owner ar beneficiary of a life insurance policy issued
on the life of any individual. A charitable organization is deemed
to have an insurable interest in the individual. For insurance
applied far an or after March 1,1994, the charitable organization
has au insurable interest only if it obtains the consent of the indi-
vidual in writing or by other means authorized by common law or
by statute.

History: Cr. Register, Pebmary, 1994, Ito. 458, eff. 3-] 94.
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Ins 2.8D Valuation of life insurance policies.
(1) PUxQOSE. {a) This section establishes minimum standards
under ch. 623, Stets., for life insurance policy reserves by provid-
ingtables ofselect mortality factors, establishing rules concerning
a minimum standard for the valuation of plans with ttonlevei pre-
miums arbenefits, and establishing rules concerning a minimum
standard for the valuation of plans with secondary guarantees.

{b) T11e method for calculating basic reserves defined hl this
section constitutes the colttmissioners reserve valuation method
for policies to which this section is applicable.

(2) Scop>3. This section applies to all life insurance policies,
wherever sold, with or Fvithout nonforfeiture values, issued on or
after January 1,1999, subject fo the following exceptions and con-
ditions:

{a)-This section does not apply to any individual life insurance
policy issued an or after January I, 1999, if the policy is issued in
accordance with and as a result of the exercise of a reentry provi-
sion canfained in the original life insurance policy of the same ar
greater face amount that was issued before January I, 1999, and
that guarantees the premium rates of the now policy. This section
also does not apply to subsequent policies issued as a result of the
exercise of such a provision, or a derivation of the provision, in the
new policy.

{b) , This section does not apply to any of ttte following:
1, Any variable life insurance policy that provides for life

insurance, the amount or duration of which varies according to the
investment experience of any separate account ar accounts.

2, 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 sepazate account or
accounts.

3. Group life insurance certificates, unless the certificates
provide for a stated or implied schedule of maximum gross pre-
miumsrequired inorder tocontinue coverage in force for a period
in excess of one year.

(c) Calculation of the minimum valuation standard for policies
with guaranteed nonlevel premiums yr guaranteed nonlevel bene-
fits,other than universal life policies, ar both, shall be in accord-
ance with the previsions of sub. {5).

(d} Calculation of the minimum valuation standard for flexible
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 of more than
5 years, shall be in acco€dance with the provisions of sub. {6),

(3) DEtilNl^rlolvs. In this section:
{a) "Basic reserves" means reserves calculated in accordance

with the principles of s, 623.06 {3), Stets.
(b) "Contract segmentation method" means the method of

dividing the period from issue to mandatary 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, from
policy inception, for the first segment, to the end of the latest
policy year as determined below. All calculations are made using
the 1980 CSO valuation table and, if elected, the optional mini-
mum mortality standard far 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 Crt is greater than Rt (if Gt never
exceeds Rt the segment length i s deemed to be the number of years
from the beginning of the segment to the mandatory expiration
date of the poIicy), where G t and Rt era defined as follows:

_ GPx +k+1Gt _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 nttmber of years from the beginning of the segment
= 1, 2, ...; t is reset to 1 at the beginning of each segment;

GPx+k->-t-1 =Guaranteed grass premium per t}tousand of face
amount, ignoring policy fees only if level far the premium paying
period of the policy, for year t of the segment.

R — ^x^-k+t

t qx+k+t-1

however, Rt may be increased or deereaseci by one percent in
any policy year, at the insurer's option, but R t may not be less than
one;

where:
x, k and f are as defined above, and

gx-^k+t_1 =valuation mar[atity rate for deficiency reserves in
policy yeaz k+t,

Note: 'rixe purpose of the one percent tolerance in the R factaris io prevent irratio-
nalsegmen!]engthsductosuchthingsasprentiumrounding, Fvrexample,consider
a plan in which grass premiums are designed at some point to be a ratio times the
underlying ultimatemortalityrates,whenetheraliovariesbyissueage. Theresuliing
segmentsmaybe greater than one year, because Utegross premiums ate notcxpressed
in fractionalcents. Thetalerancefactorallowstbecreationofone—yearscgmentsfvr
a plan in which prenuums parallel the underlying valuation mortality table.

(c} "Deficiency reserves" means the excess, if greater than
zero, of minimum reserves calculated in accordance with the prin-
ciples of s. 623.06 (7},Slats„ over basic reserves.

(d) "Maximum valuation interest rates" means the interest
rates defined in s. 623.06 {2m), 5tats, that are to be used in deter-
mining the minimum standard for the valuation of life insurance
policies. .

(e) "1980 CSO valuation table" means the commissioners'
1980 standard ordinary mortality table without IO--year select
mortality factors, incorporated into the 1980 amendments to the
national association of insurance commissioners standard valua-
tionlaw, see s. 623.06 (2} (am), Slats„ and varlatians of the 1980
CSO valuation table approved by the national association of insur-
ance commissioners, such as file unisex and smoker and non-
smoker versions approved in December 1983 and adopted by s,
Ins 2,2p and 2.35.

Note: This paragraph defines the 1980 CSO valuation table without the existing
ten-ycarselect mortality factors to assurethat, if select mortality factors are elected,
only one set of factors may be applied to the base valuation mortality table.

{I) "Scheduled gross premium" means the smallest illustrated
grass premium at issue far other than univers al life insurance poli-
cies. For universal life insurance policies, '.'scheduled gross pre-
mium" means the smallest specified premium described in sub.
(6} (c), if any, or else the minimum premium described in sub. (6)
(d)•

(g) "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 expiration of a
policy, where the net premiums within each segment are a uniform
percentage of the respective gross premiums within the segment.
The uniform percentage for-each segment 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 segment,
plus

2, The present value of any unusual guaranteed cash value,
see sub. {5) (g), occurring at the end of the segntent; less

3. Any unusual guaranteed cash value occurring at the start
of the segment, plus

4. For the first segment only, the excess of subdivision paza-
graph a, over subdivision paragraph b., as follows:
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a. A net level annual premium equal to the present value, at
the date of issue, of the benefits provided far 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 an the first and each
subsequent anniversary within the first segment an which a pre-
mium falls due. However, the net level annual premium may noE
exceed the net level annual premium on the 19-year premium
whole life plan of insurance of the same renewal year equivalent
level atnount 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 frrsk policy year.

S. 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 rafe,
determined with a guarantee duration equal to the sum of the
lengths of ail 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 va]ues; otherwisecompanies couldavoidsegmentation entirely bydesign-
ing policies with minimal (positive) cash values. Segmentation for plans with cash
surrender values should be based solely upon gross premium levels, Ilastng scg-
mentationupon the level of cash surrender values introduces complications because
of the imerrelaGonship between minimum cash surrender values and gross premium
patserns. Thcicquiremcntsofthisseciionreladngtoresenesforplanswithiinusual
cash values and to reserves if cash values exceed calculated reserves sen^e to link
required reserves and cash surrender values. The calculation of segmented reserves
shall not be ]inked to the occurrence of a positive unitary temdnalreservc ak the cud
of a segment. The requirement of this section to hold the greater of the segmented
mserve or the unitary reserve eliminates the need far any linkage.

(h) "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.

(i) "Ten-year select factors" means the select factors adopted
with the 1480 amendments to the national association of insurance
commissioners standard valuation law. (see s, 623.06 (2) (am),
Slats.)

(j) "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 grass premiums, where the uniform per-
centage issuchthat, at issue, the present value of the net premiums
equals the present value of all death benefits and pure endow-
ments, plus the excess of:

a. A net level annul 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 per year payable on the first and each subsequent anni-
versary of the policy on which a premium falls due. However, the
net level annual premium may not exceed the net level annual pre-
mium onthe 19 year premium whole Iife plan of insurance of the
same renewal year equivalent level amount of 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
in flte first policy year.

3. The itrterest rates used in the present value calculations for
any policy may not exceed the maximum valuation interest rate,
determined with a guaranteed duration equal to the length from
issue to the mandatory expiration of the policy.

Note: 'Rte purpose of this paragraph is to define as specsfically as passible what
has become commonly calledtlteunitarytnethod. The national association oEinsur-
ancecommissioners standard valuation law does not define the term `ltnitary" for
policies with nonlevel premiums or benefits; itsrequirernent forresenes "computed

by a method that is consistent with the principles of the national association of insur-
ance commissioners standard valuation law' has not been uniformly interpreted.

{k) "Universal life insurance policy" means any individual life
insurance policy under the provisions of which separately identi-
fiedinterest credits, other than in connectiott with dividend accu-
mulations, premium deposit funds, or other supplementary
accounts, and mortality or expense charges are made to the policy.

^4^ CrL+ Ni?RAL CALCULATION REQi7IREhtENTS FOR BAS[C
RESERVES AND PRE1111I1114 DEFICIENCY RISLRVEtS. (a) At the election
of the insurer for any one ar mare specified plans of life insurance,
the minimum mortality standard for basic reserves maybe calcu-
lated usittgthe 1980 CSO valuation table with select mortality fac-
tors. If select mortality factors are elected, they tnay be any of the
fallowing;

1. The f0-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), Slats.

2. One hundred fifty percent of the base select mortality fac-
tors in Appendix L

Nate: The select mortality factors in Appendix I of this section reflect the society
of actuaries' dasafor the years 1983 through 1986, {designated as "83-86 SOA inter-
companyexperience" inthe tables), split by sex and smoking status. 'Ilre experience
in those years improves considerably over the experience that foaned the bas's for
the 1980 CSO valuation table. Nevertheless, a SO^o margin was deemed appropriate
to provide a reasonable margin, withlitile likelihood that actuak experience for signif-
icant blocks of business would exceed it.

3. One hundred fifty percent of the select mortality factors in
Appendix 1 to this section for the first IO policy years; then lin-
earlygraded from the resulting tenth year factor to 100 percent at
policy year 16.

(b) Deficiency reserves, if any, aze calcufafed 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
reserve for the policyusing guaranteed gross gremiums 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 fallowing:

I . The 10-year select mortality factors incorporated into the
1980 amendments to the national association of insurance com-
missioners standard valuation law,

2. One hundred twenty percent of the select mortality factors
in Appendix 1.

Note: 'the select mortality factors in Appendix 1 ofthis section do not reflect the
underwriting r"sskclasses that have evolved since the period of the underlying experi-
ence. Mortality improvement since that period, almost f0 years ago, is not reflected
either. In light of these considerations, this section allows a lower margin for defi-
ciency reserves.

3. One hundred twenty percent of the select mortality factors
in Appendix 1 of this section far the first 10 policy years; then ]in-
earlygraded from the resulting tenth year factor to 100% at policy
year sixteen (16}.

(c} Notwithstanding par, (b), if the length of the first segment
as determined by the contract segmentation method for the basic
reserves is not greater than 5 years then far that length of time mea-
suredfrom issue, for either the unitary method or the contract seg-
mentationmethod, grass premiums need not be substituted for net
premiums even if the grass premiums era less than the net pre-
. miums. For subsequent periods, grass premiums shall be substi-
tutedfar net premiums if the gross premiums are less than the cor-
responding net premiums.

(d) . For any policies for which t}te insurer chooses to use the
"safe harbor,"method described in paz. (c} the insurer shall dem-
onstrate annually to the satisfaction of the commissioner, by sub-
mitting astatement of actuazia[ opinion signed by the appointed
actuary, that the reserves held for all such policies are adequate.
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{e) In applying percentages to the select morta]ty factors all
of the following rules shall be followed;

1. Do not round any result.
2. Set equal to 14^ any result that exceeds 1QD,

(f) This paragraph applies to both basic reserves and deCt-
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
may be used thereafter through the tenth policy year from Ehe date
of issue.

Note: This section doe not allow the use of the select mortality factors beyond
the first segment. The rationale is that the resutt of a psenilum increase that is suffi-
cient torequire anewsegment wi Il be i ncreased lapsation,leading tomortality deteri-
oration aflerthe increase. Howcr•er, this section al3ows the uscoftheten—year select
mortality factors beyond the first segment (but in no case beyond the tenth policy
year) inrecognitionthat the mortality dcteriorationis unliikely to occur to a significant
degree within the first IO years.

{g) In determining basic reserves or deficiency reserves, gross
premiums without policy fees may be used where the calculation
involves the gross premiutn but only if the policy fee is . a level dol-
lar amount^or the entire premiutn-paying period of the policy. In
determining deficiency reserves, policy fees may be included in
grass premiums even if not included in the actual calculation of
basic reserves,

{5) GALCULATIOA' UP tt9tNtrltJAi VALUATIQN STANDARD FOR POLI-
CIES WITH OITARANTL}?6 NONLEVEL PREtvtIUTiS OR 6IJARANTBIID

NONLIIVEL BEN13F[TS, OTHER 'i3-IAN UNIVERSAL LIFB !'OLICIES, (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 1984
CSO valuation table and the same select mortality factors. At the
option of the insurer, in calculating segmented reserves and net
premiums, either of the following adjustments may be made:

1. meat the unitary reserve, if greater than zeta, applicable at
the end of each segment as a pure endowment and subtract the uni-
tary reserve, if greater than zeta, applicable at the beginning of
each segment front the present value of guaranteed life insurance
and endowment bnnefits 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 Phan
zero, applicable at the beginning of each seginent from the present
value of guaranteed life insurance and endowment benefits 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
reserve determined by par. {a) is segmented.

3, Using segmented reserves if the corresponding basic
reserve determined by par. (a) is equal to both the segmented
reserve and the unitary reserve.

{c) Pars, (b), {d), and {e) shall apply to any policy for which the
guaranteed gross premium at any duration is less than the carre-
sponding modified net premiutn calculated by site method used in
determining the basic reserves, but using the minimum 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
remaining periods, of the quantity A aver the basic reserve, where
A is obtained as indicated in sub, {4) (b).

(e) For deficiency reserves determined on a contract seg-
mentation 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 Ehe tabular cost of insur
ante for site balance of the policy year, if mean reserves are used.
Basic reserves may not be less than the tabu]ar cost of insurance
far the balance of the current modal period or to the paid--to-date,

if later, but not beyond the next policy anniversary, if tnid-termi-
nal reserves are used. The tabular cast of insurance shall use the
sense valuation mortality table, select mortality factor and interest
rates as that used for the calculation of both the segmented and the
unitary reserves. In no case may total reserves, including basic
reserves, deficiency reserves and any reserves held for supple-
mental benefits that would expire upon contract tennirtation, be
less than the amount that the polieyowner would receive (includ-
ing the cash surrender value of the supplemental benefits, if any}
exclusive of any deduction for policy loans, upon termination of
the po]iey.

(g) For any policy with an unusual pattern of guaranteed cash
surrender values, the reserves actually held prior to the first
unusual guaranteed cash surrender value may not be less than the
reserves calculated by Ereating 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.

Nate: This requirement is independent of both the segmentation process and the
unitary process. After the greater of the segmented or the unitary resen^e has been
determined, then pars. {g), (h), and (i) impose an additional floor on the ultimate
reserve. The purpose of pars. {g), (h), and (s) is to assureadequate funding of signifi-
cantincreases 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-
anteedcash surrender value, and treating any unusual guaranteed
cash sturender value at the end of the prior segment as a net single
premium, where all of the following apply:

1. n is the number of years from the slate 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 man-
datory expiration date of the policy.

2, The net premium for a given year duringthe 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, of the beginning of the
n-year period, of the next uttusual guaranteed cash surrender
value, if ariy, minus the amount of the last unusual guaranteed cash
surrender value, if any, scheduled at the beginning of the n year
period divided by the present value, at the beginning afthe n-year
period, of the scheduled gross premiums payable during the
n-year period.

(i) For purposes of pars. (g), (h), and (i), 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 sutra of
all of the foIlawing:

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 grass premiutn 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 far

reserves on yearly renewable term reinsurance tnay be used:
1. Calculate the valuation net premium for each future policy

year as the tabular cost of insurance for that future year.
2. Basicreservesmaynotbelessthanthetabularcostofinsur-

ance for the appropriate period, as deCtned in par. {f).
3, Far deSciency reserves far each policy year, calculate the

excess, if greater than zero, of the valuation net premium aver the
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respective maximum guaranteed grass premium, Deficiency
reserves 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 rats and the 1980 CSO vaivation
table with or without 10—year select mortality factors.

5. A reinsurance agreement shall be considered yearly renew-
able term reinsurance far purposes of this paragraph if all of the
following apply:

a. The reinsurance premium rates, on both the initial current
premium scale and the guaranteed maximum premium scale, far
any given year are independent of both the premium rates and the
plan of the original policy.

b. Only the mortality risk is reinsured.
Note: Traditionalrrservesfaryearlyrenewabletcrmrcinsurancc,ihecalculations

ofwhiclrpar.(j)describes,areatreadyadequateaadsufricicnt. However,withoutthis
option, yeazly renewable term reinsurance would be subjeot to the mare complex seg-
mentation calculations,

(lc) At the option of the insurer, the fallowing approach far
reserves for' attained—ag^6ased yearly renewable term life insur-
ancepolicies may be used:

1. Calculate the valuation net premium for each future policy
year as the tabular cast of insurance for that future year.

2. Basic reserves may not be less than the tabular cost of insur-
ance for the appropriate period, as defined in par. (f).

3. Far 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
reserves 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
table with or without 10—year select morEality factors:

5. A policy shall be considered an attained—age—based yearly
reitewable term life insurance policy for purposes of this para-
graph if all of the following apply:

a. Ths pismium 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, an 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, ryslc class, plan of insurance and attained age.

6, For .policies that become attained—age—based yearly
renewable term policies after alt initial period of coverage, the
approach of this paragraph may be used after the initial period if
hour file 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. S.

7. If the election in this paragraph is made, this approach shall
6e 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.

Notes TYaditlona]reservesforattained—age^asedyeazlyrenewabletermpolicies,
the calculations of which this paragraph describes, are already adequate and sus^-
cient. Howevc^,withoutthisoption,thesepollcieswouldbesuhjec[tothemorecom-
plex segmentation calculations.

(L) Unitary basic reserves and unitary deficiency reserves
need not be calculated for a policy if elf of the following condi-
tions are mat:

1. The policy consists of aseries of n—year periods, including
the f rst period and all renewal periods, cohere n is the same far
each period, and for each n—year period, the premium rates on
both the initial current premium scale and the guaranteed maxi-
mumpremium scale are level.

2, The guaranteed gross premiums in all n--year periods are
not less than the cotresponding net premiums based upon the 1980
CSO valuation table with or without the 10—year select mortality
factors.

3. There is no cash surrender value in any policy year.
Nalet Without this exemption,companiesissuingcertainn—yearrcnewahleterm

policies could be Forced to hold reserves Mgher than n--year term reserve, even
though in many cases gross premiums are Welk above valuation mortality rates.

(m) Unitazy basic reserves and unitary deficiency reserves
need not be calculated for a juvenile policy if, based upon the ini-
tial currenEpremium scale at issue, all of the fallowing conditions
are met:

1. At issue, the insured is age 24 or younger.
2. Until the insured reaches the end of the juvenile period,

which shalt occur at or before age 25, lire gross premiums and
death benefits are level, and there are no cash surrender values.

3. After the end of the juvenile period, grass premiums are
level for the remainder of thspremlum—paying period, and death
benefits are level for the remainder of the life of the policy.

Dote: T7tejumpingjuvenilepalicydescribedhastraditianallybeenvaluedmtwo
segments. This exemption will allow thatpractice to continue without requiring the
calculation of resen^es on a unitary basis. However, wiUilneach segment, both basic
and deficiency reserves shall comply wish the segmented reserve requirements.

^6^ CALCULATION OF R4INlMUP4 VALUATION STANDARA FOR
}^LEXIELE PREMIUM AND FIXED PRERtIURI UNIVERSALLIFB INSURAl\CE
POLICIPS THAT CONTAIN PROVISIONS RESULTING IN TtlE AEILlT"tf OF A

POL[CYOWNkR TO KEEP A POLICY IN FORCB OVER A SHCONDARY
GUARAIVTZEPERIODOFRSORET}IAN5YEARS. (a) Pol1CIC5WithaSCC-
andary guarantee include either of the following:

1. A policy with a guarantee that the policy will remain ht
force at the original schedule of benefits over a period exceeding
S years, subject only to the payment of specified premiums,

2. A policy in which the minimum premium at any future
duration beyond the end of the fifth policy year is less than the cor-
responding one--year valuation premium, calculated using the
maximum valuation interest rate and the 1980 CSO valuation
table with or without 10—year select mortality facrors,

(b) A secondary guarantee period is the longest period far
which the policy is guaranteed to remain in forts subject only to
a secondary guarantee. Secondary guarantees that are unilaterally
extended by the insurer after issue shad be considered to have
been made at issue. Reserves described in subds, pars. (f) and (g)
shall be recalculated from issue to reflect the extensions.

(c} Specified premiums mean the premiums specified in the
policy, the payment of which guarantees that the policy will
remain in farce at the anginal schedule of benefits, but which
otherwise would be insufficient to kelp llte policy in farce in the
absents of the guarantee if maximum mortality and expense
charges and minimum interest credits were made and any applica-
61e 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, produces
a zero account value at the end of the policy year. The minimum
prentiunt calculation shall use the policy cast factors, including
mortality charges, loads and expense charges, and the interest
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 vaivation premhlms for all policy years
are calculated at issue. The select mortality factors defined in sub.
(4} (a) 2. and 3. and sub. (4} (b) 2. and 3. may not be used to calcu-
late the one—year valuation premiums,
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(fj 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 pre-
miums shall be set equal to the specified premiums, if any, or
otherwise to the minimum premiums, that keep the policy in force
and the segments shall be detennined according to the contract
segmentation method.

(g) 1eiciency reserves, if any, for ttte secondary guarantees
shall be calculated for the secondary guarantee period in the same
manner as described in sub. (S} (b) with gross premiums set equal

to the specified premiums, if any, or otherwise tv the minimum
premiums that keep the policy in farce.

(h} The minimum reserves during the secondary guarantee
period are the greater of:

1. The basic reserves for the secondary guarantee plus the
deficiency reserve, if any, for the secondary guarantees; or

2. The minimum reserves required by other rules governing
universal life plans.

History: GY. Register, A9azch, 1998; ho. 5©7, eff. 1-1-99.
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Ins 2,80 Appendix I
SELECT MORTALITY FACTORS

Appendix l contains tables of select mortality factors that arc the bases to which the respective percentage of sub. (4) (a) 2. and {5}
{b} 2. are applied.

The six tables of select mortality factors inclade: (1) male aggregate, {2) male nonsmoker, (3}male smoker, (4) female aggregate,
(S} female nonsmoker, and {6) female smoker.

These tables apply to both age last birthday and age nearest birthday mortality tables.
Igor 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^i'o of the appropriate male table in Appendix 1, plus 20% of
the appropriatc female table in Appendix 1.

1Vote; Settivn lns 2.20 aIlosys the use ofsex-blendcd mortality tables for the purposes of determining nonforfeiturc valncs, but sex blendcd tables are not allowed for the
purposes of valuing minimum reserve liabilities under s. Ins 2.80 or s. G23.06, Slats.

Register, October, 1998, No. 514
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