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Ins 2.14 Appendix 1
BUYER’S GUIDE

TO
LIFE INSURANCE

State of Wisconsin :
Office of the Commissioner (
of Insurance
P.O. Box 7873
Madison WI 563707-7873

Adapted from the 1983 Life Insurance Buyer’s Guide prepared by the
National Association of Insurance Commissioners
BUYER’S GUIDE TO LIFE INSURANCE

This guide can help you get the most for your money when you shop
for life insurance. It can help you answer questions about:

e Buying Life Insurance
¢ Deciding How Much You Need
o Choosing the Right Kind
¢ Finding a Low Cost Policy
Buying Life Insurance

When you buy life insurance, you want coverage that fits your needs
and does not cost too much,

First, decide how much you need — and for how long — and what you
can afford to pay.

Next, find out what kinds of policies are available to meet your needs
and pick the one that suits you best.

Then, find out what different companies charge for the kind of policy
and the amount of insurance you want, You can find important cost dif-
ferences between life insurance policies by using the cost comparison in-
dexes described in this guide.

Ask a life insurance agent or company to help you. An agent can be
particularly useful in reviewing your insurance needs and in giving you
information about the kinds of policies that are available. If one kind
does not seem to fit your needs, ask about others.

This guide provides only basic information. You can get more facts
from a life insurance agent or company or at your public library. k

What About Your Present Policy? Think twice before dropping a life
insurance policy you already have to buy a new one.

It can be costly because much of what you pay in the early years of a
policy is used for the compa J' s expense of selling and issuing the policy.
This expense will be incurred again for a new policy.

If you are older or your health has changed, premiums for the new
policy will often be higher.
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You may have valuable rights and benefits in your present policy that
are not in the new one,

You might be able to change your present policy or even add to it to
get the coverage or benefits you now want.

Check with the agent or company that issued your present policy -—
get both sides of the story. In any case, do'not give up your present policy
until you are covered by a new one,

How Much Do You Need?

To decide how much life insurance you need, figure out what your de-
pendents would have if you were to die now, and what they would actu-
ally need. Your new policy should come as close to making up the differ-
ence as you can afford.

In figuring this out, think of the income your dependents will need for
family living expenses, educational costs and any other future expenses.
Think also of cash needs — for the expenses of a final illness and for pay-
ing taxes, mortgages or other debts,

What is the Right Kind?

All life insurance policies agree to pay an amount of money when you
die. But all policies are not the same. Soimne provide permanent coverage
and others temporary coverage. Some build up cash values and others do
not, Some policies combine different kinds of insurance, and others let
you change from one kind of insurance to another. Your choice should be
based on your needs and what you can afford.

Many different plans are offered today. Here is a brief description of
two basie kinds — term and whole life — and some combinations and
variations,

Term Insurance covers you for a lerm of one or more years. It pays a
death benefit only if you die in that term, Term insurance generally pro-
vides the largest immediate death proteetion for your premium dollar,

Most term insurance policies are renewable for one or more additional
terms, even if your health has changed. Each time you renew the policy
for a new term, premiums will be higher. Check the premiums at older
ages and how long the policy can be continued.

Many term insurance policies can be converled to a whole life policy —
even if you are not in good health, Premiums for the new policy will he
higher than you have been paying for the term insurance.

Whole Life Insurance covers you for as long as you live. The most com-
mon type is called straight life or ordinary life insurance — you pay the
same premiums for as long as you live. These premiums can be several
times higher than you would pay at first for the same amount of term
insurance. But they are smaller than the premiums you would eventually
pay if you were to keep renewing a term policy until your later years.

Some whole life policies let you pay premiums for a shorter pertod such
as 20 years, or until age 65, Premiums for these polictes are higher than
for ordinary life insurance since the premium payments are squeezed into
a shorter period.

Register, April, 1992, No. 436
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Whole life policies develep cash values, If you stop paying premtums,
you can take the cash or you can use the cash value to buy continuing
msurance protection for a limited time or for a reduced amount, (Some
terlm p;}Iicies that provide coverage for a long period also have cash
values.

You may borrow against the cash values by taking & policy loan, Any (
loan and interest on the loan that you do not pay back will be cleducted
from the benefits if you die or from the cash value if you stop paying
premiums,

Combinations and Variations. You can combine different kinds of insur-
ance, F'or example, you can buy whole life insurance for lifetime coverage
and add term insurance for the period of your greatest insurance need,
Usually the term insurance is on your life — but it can also be bought for
your spouse or children.

FEndowment insurance policies pay a swn or income to you if youliveto
a certain age, If you die before then, the death benefit is paid to the per-
son you named as beneficiary,

Other policies may have special features which allow flexibility as to
premiums and coverage. Some let you choose the death benefit you want
and the premium amount you can pay. The kind of insurance and cover-
age period are determined by these choices.

One kind of flexible premium policy, often called universal life, lets you
vary your premlum payments every year, and even skip a payment if
you wish. The premiums you pay (less expense charges) go into a policy
account that earns interest and charges for the insurance are deducted
from the account. Here, insurance continues as long as there is enough
money in the account to pay the insurance charges.

Variable life is a special kind of insurance where the death benefits and
cash values depend upon investment performance of one or more sepa-
rate accounts. Be sure to get the prospectus provided by the company
when buying this type of policy. The method of cost comparison outlined
in this Guide does not apply to policies of this kind.

Finding a Low Cos{ policy

After you have decided which kind of life insurance is best for you,
compare similar policies from different companies to find which one is
likely to give you the best value for your money. A simple comparison
of the premiums is not enough. There are other things to consider. For
example:

¢ Do premiums or benefits vary from year to year?
¢ How much cash value builds up under the policy? (
o What part of the premiums or benefits is not guaranteed?

+ What is the effect of interest on money paid and received at different
times on the policy?

Cost Comparison Index numbers, which you get from life insurance
agents or companies, take these items into account and can point the
way to better buys,
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Cost Comparison Indexes, There are two types of cost comparison in-
dex numbers. Both assume you will live and pay premiums for the next
10 or 20 years.

1. The Surrender Cost Comparison Index helps you compare costs over
a 10 or 20 year period assuming you give up (surrender) the policy and
take its cash value at the end of the period. It is useful if you consider the
level of cash values o be of special importance to you.

2. The Nel Payment Cost Comparison Index helps you compare costs
over a 10 or 20 year period assuming you will continue to pay premiums
on your policy and do not take its cash value. It is useful if your main
concern is the benefits that are to be paid at your death.

The two index numbers are the same for a policy without cash values,

Guarantced and Illusirated Figures. Many policies provide benefitsona
more favorable basis than the minimum guaranteed basis in the policy.
They may do this by paying dividends or by charging less than the maxi-
mum premium specified. Or they may do this in other ways, such as by
providing higher cash values or death benefits than the minimums guar-
anteed in the policy. In these cases the index numbers are shown on both
a guaranteed and current]y illustrated basis. The currently illustrated
basis reflects the company’s current scale of d1v1dends, premiums or ben-
efits. These scales can be changed after the policy is issued, so that the
actual dividends, premiums or benefits over the years may he higher or
{?wer than those assumed in the indexes on the currently illustrated

asts,

Some policies are sold only on a guaranieed or fized costbasis, These
policies do not pay dividends; the premiums and benefits are fixed at the
time you buy the policy and will not change,

Using Cost Comparison Indexes. The most 1mp0rtant thing to remem-
ber is that a policy with smaller index numbers is generally a better buy
than a similar policy with larger index numbers.

Compare index numbers only for similar policies — those which pro-
vide essentially the same benefits, with premiums payable for the same
length of time, Make sure they are for your age and for the kind of policy
and amount you infend to buy. Remember that no one company offers
the lowest cost at all ages for all kinds and amounts of insurance.

Small differences in index numbers should be disregarded, particularly
when there are dividends or nongunaranteed premiums or benefits, Also,
small differences could easily be offset by other policy features or differ-
ences in the quality of service from the agent or company, When you find
small differences in the indexes, your choice should be based on some-
thing other than cost.

Finally, keep in mind that index numbers cannot tell you the whole
story. You should also consider:

The patieen of policy benefits. Some policies have low cash valuesin the
early years that build rapidly later on. Other policies have a more level
cash value build-up. A year by year display of values and benefits can be
very helpful. (The agent or company will give you a Policy Summary
that will show benefits and premiums for selected years.)
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Adny special policy features that may be particularly suited to your
needs.

The methods by which nonguaranteed values are ealculated. For exam-
ple, interest rates are an important factor in determining policy divi-
dends. In some companies dividends reflect the average interest earnings
on all policies whenever issued. In others, the dividends for policies is- -
sued in a recent year or a group of years reflect the interest earnings on (
those policies; in this case, dividends are likely to change more rapidly
when interest rates change,

Things to Remember

Review your particular insurance needs and circumstances. Choose
the kind of policy with benefits that most closely fit your needs, Ask an
agent or company te help you.

Be sure that the premiums are within your ability to pay. Do not look
only at the initial premium but take account of any later premium
increase,

Ask about cost compatison index numbers and check several compa-
nies which offer similar policies, Remember, smaller index numbers gen-
erally represent a better buy.

Do not buy life insurance unless you intend to stick with it. It can be
very eostly if you quit during the early years of the policy.

Read your policy carefully. Ask your agent or company about any-
thing that is not clear to you.

Review your life insurance program with your agent or company every
few years to keep up with changes in your income and your needs.

Ins 2,15 Annuity henefif solicitation. {1) FINDINGS, Information on file in
the office of the commissioner of insurance and submitted as Exhibit 4 at
the hearing February 28, 1980 shows that some of the brochures,
presentations, illustrations and other sales material which have been
used by Insurers and their representatives to sell annuity contracts to
Wisconsin residents are confusing, misleading and incomplete, and that
annuity purchasers are not receiving the information needed to make
sound purchase decisions, The commissioner of insurance finds that such
presentations and sales material are misleading, deceptive and restrain
competition unreasonably as considered by s, 628.34 (12), Stats., and
that their continued use would constitute an unfair {rade practice under
5. 628.34 (12), Stats. and would result in misrepresentation as defined
and prohibited in s, 628,34 (1), Stats.

(2) (a} The purpose of this section is to require insurers to deliver to
prospects for deferred annuity contracts or deposit funds, riders or provi-
sions aceepted in conjunction with insurance policies or annuity con- (
tracts, information which helps the prospect seleet an annuity benefit :
appropriate to the prospect’s needs, improves the prospect’s understand-
ing 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 addi-
tion to and not a substitute for the requirements set forth in s, Ins, 2.186.

{b) This section interprets and implements s, 628,34 (12), Stats.
Register, April, 1992, No. 436
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(3) ScoPE. (a) Except as specified in par, (b), this section shall apply to
any solicitation, negotlatlon or procurement of annuity or deposit fund
arrangements occurring within this state. This section shall apply to any
issuer of life insurance policies or annuity contracts, including fraternal
benefit societies.

(b) This section shall not apply to:
1. 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 established or main-
talned by an employer (including a partnership or 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);

B. Policies or contracts issued in eonnection with employe benefit plans
as defined by 29 USC s, 1002 (3) of the federal employe retirement in-
come security act of 1974 (ERISA), except policies or contracts issued in
connection with plans providing for the purchase of annuity contracts
solely by reason of salary reduction agreements under 26 USC s. 403 (b)
of the internal revenue code:

8. Individual retirement accounts and individual retirement annuities
as described in 26 USC s. 468 of the internal revenue code;

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

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

9. Settlement options under life insurance or annuity contracts.

(4) DEFINITIONS, (a) “Contract Summary” means a written state-
ment to be provided to the buyer at the time of contract delivery describ-
ing the elements of the annuity contract or deposit fund in the manner
set out in sub, (8).

(b) “Preliminary Contract Summary" means a written statement to
be prov1ded to the bu dyer prior to sale which describes the elements of the
annuity contraect or deposit fund in the rmanner set out in sub. (5).

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

(d) ““Yields” means those effective annual interest rates at which the
accumulation of 100% of all gross considerations would be equal to the
guaranteed and illustrated cash surrender values at the points specified.
For contracts without surrender values the yields shall be figured on the
basis of the contract values used to determine annuity payments at the
points specified.
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(6) PRELIMINARY CONTRACT SUMMARY, The Preliminary Contract
Summary shall include:

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

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

{e) The full name and home office or administrative office address of
the insurer;

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

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

{(f) FPor arrangements under which guaranteed cash surrender values at
any duration are less than the total scheduled considerations 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 contract or fund values
prior to or at contract maturity, ineluding but not limited to, any surren-
der penalties, discontinuance fees, partial surrender or withdrawal penal-
ties or fees, transaction fees, and account maintenance fees;

(i) In the event any sales promotion literature or oral representation
iltustrates values or annuity payments which are based on dividends, ex-
cess interest credits, or current annuity rates, then the Preliminary Con-
tract Summary shall contain a statement that such dividends, excess in-
terest credits, and current annuity purchase rates are not guaranteed
and that any corresponding values and annuity amounts are illustrations
only and are not guaranteed;

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

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

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

{b) The name and address of the insurance interinediary or, if no inter-
mediary is involved, a statement of the procedure to be followed in order
to receive responses to inquiries;

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

(d) Any guaranteed death benefits during the deferral peried, and the
form of annuity payment selected for pars. (f), {g) and (i);
Register, April, 1992, No. 436
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(e) A prominent statement that the contract does not provide cash
surrender values if sueh is the case;

(f) The amount of the guaranteed annuity payments at the scheduled
commencement thereof, based on the assumption that all scheduled con-
siderations are paid and there are no prior withdrawals from or partial
sun;enders of the arrangement and no indebtedness to the insurer on the
contract;

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

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

2. Current annuity purchase rates;

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

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

1. The gross consideration for the arrangement;
2. Any minimum or maximum premium lmitation;

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

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

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

b. Current annuity purchase rates.

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

(in) A statement of the interest rafes used in caleulating the guaran-
teed and illustrative contract or fund values,

Register, April, 1992, No. 436
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(j) For a Contract Summary which includes values based on the cur-
rent dividend scale or the current dividend accumulation or excess inter-
est rate, a statement that such values are illustrations and are not
guaranteed;

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

(7) PREPARATION OF PRELIMINARY CONTRACT SUMMARY AND CONTRACT (
SUMMARY, The following must be considered in preparing the Prelimi-
nary Contract Summary and the Contract Summary:

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

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

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

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

(e) If not specified in the contract, annuity payments shall be assumed
to commence at age 66 or 10 years from issue, whichever is later;

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

(8) DI1SCLOSURE REQUIREMENTS, {a) The insurer and its intermediaries
shall provide, to all prospective purchasers of any contract or arrange-
ment subject to this seetion, a copy of the current edition of the Wiscon-
sin Buyer’s Guide to Annuities and a properly completed Preliminary
Contract Summary or Contract Summary prior to accepting the appli-
cant's initial consideration for the annuity contract, or, in the case of a
rider or provision, prior to acceptance of the applicant’s initial considera-
tion for the associated insurance policy or annuity contract. Insurers
which do not market contracts through an intermediary may provide the
Contract Summary, and the Wisconsin Buyer’s Guide to Annuities at
the point of contraet delivery provided they:

1. Guarantee to the contractholder the right to return the contract for
a full refund of premium any time during a 30 day period commencing on
the date such contractholder receives the Contract Summary 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
t]?uy}:ar’s ?u’lde to Annuities and a Preliminary Contract Summary prior

o the sale.

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

Register, April, 1992, No. 436
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(¢} The _insurer and_ its intermediaries shal provide a Wisconsin
Buyer’s Guide to Annuities and a Contract Summary to individual pro-
spective purchasers upon reasonable request;

(d) Any statement provided subsequent to sale to a contractholder
which purports to show the then current value of an arrangement subject
to this section shall show the then current guaranteed cash surrender
value or, if no guaranteed cash surrender value is provided the then cur-
rent guaranteed paid-up annuity,

(9) GENERAL REQUIREMENTS. (a) Fach insurer shall maintain at its
home office or principal office a complete file containing one copy of each
document authorized by the insurer for use pursuant to this section. The

- file shall contain one copy of each authorized form for a period of at least
3 years following the date of its last authorized use. The requirements of
this paragraph are in addition to the requirements set forth in s, Ins 2.16

3

{b) An intermediary shall inform the prospective purchaser, prior to
commencing a sales presentation, that the intermediary is acting as an
insurance intermediary and shall inform the prospective purchaser of the
full name of the insurer 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;

{(¢) Terms such as financial planner, investment advisor, financial con-
sultant, or financial counseling shall not be used in such a way as to imply
that the insurance intermediary is generally engaged in an advisory busi-
nlsss in which compensation is unrelated to sales, unless such is actualty
the case;

{d) Any reference to dividends or to excess interest credits must in-
clude a statement that such dividends or credits are not guaranteed;

(f) Recommendations made by any person subject to this section con-
cerning the purchase or replacement of any arrangement subject to this
section are subject to the requirements of s, Ins 2.16 (6);

(g) No presentation of benefits may display guaranteed and non-guar-
anteed benefits as a single sum unless guaranteed benefits are shown sep-
arately in close proximity thereto and with equal prominence. The re-
quirements of this paragraph are in addition to the requirements set
forth in s. Ins 2.16 {21);

. (h) Sales promotion literature and contract forms shall not state or
xmply_ th:at annuity arrangemepts _are_the same as savings accounts or
deposits in banking or savings institutions. The use of policies or certifi-
cates which resemble savings bank passbooks is prohibited. If savings
accounts or deposits in banking and savings institutions are utilized in
connection with such annuity arrangements, this shall not prohibit the
use of an accurate description of the annuity arrangement.,

History: Cr. Register, October, 1980, No. 298, eff, 1-1.81: am. (1) and (2) (b) and appendix
1, Register, June, 1982, No. 818, eff. 7-1-82; 1, (11) under s, 13.93 {2m) (b) 18, Stats., Register,
Decernber, 1984, No. 848; r. and recr. (4) and appendix 1, am. (5} (intro.), {a), (i} and (3}, (6)
{intro.), (a), {j)and (k), (7} (intro.), (a), (8) (a}, (b) and {¢), cr. (6) (im) and (in), r. (9) (e} and
(12}, Register, July, 1987, No. 879, eff, 8-1-87; reprinted to correct error in appendix I, Regis-
ter, October, 1987, No. 382; am. (2} (a), (3) (b} 6. and 6., (9) (a) and {g), r. and reer. (9) (f}, r.
(10), Register, July, 1989, No, 403, eff, 8-1-89.
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