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STATE OF WISCONSIN )
B8 e

DEPARTMENT OF INSURANCE )
70 ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

I, Charles Menson, Commissioner of Insurance, and custodien
of the officiel records of said department, do hereby certify that the
asnnexed repsal and recreation of a section of the Wisconsin Administrative
Code relating to benefits inciuded in life or endowment insurance policies
wes duly spproved and edopted by this depertment on Merch 3, 1965.
I further certify thet seid copy hes been compared by me with
the originel on file in this department end thet the seme is & true
copy thereof, and of the whole of such original.
IN TESTIMONY WHEREOF, I heve hereunto
set my hend and affixed the official
seal of the Depertment at the

Hill Farms‘state Office Building in
the clity of Madison, this 3rd day

zmrch, A,D., 1965,
Charles Manson i

Commisgsioner of Insurance




ORDER OF THE DEPARTMENT OF INSURANCE

Repealing and Adopting Rules

Pursuant to authority vested in the Commissioner of Inéuranee
by section 200.03 (2), Wis. Stats., the Commissioner of Insurance hereby
repeals and adopts & recreated rule as follows:

Bection Ins 2.05 of the Wisconsin Administrative Code is
repealed and recreeted to read:

Ins 2.0% Hdeparate stetement of premliums for certain disebility
insurance benefits included in life or endowment lnsurence policies,

(1) PURPOSE. Thie rule provides guidelines to determine which disebility
covereges mey be included in life or endowment insurance policies without

e sepereate stetement of premium cherge. This rule interprets and implements
the sepesretion of premium requirements stated in Provigion 2 of section
206.18 (1), Wie. Stats., as they relate to the inclusion of disebility
insurence by policy provision or rider in life or endowment insurance
policies such as suthorized by sections 201.05 (2) end (3) end

206.03, Wis. Stats,

(2) SCOPE. This rule shall epply to the kinds of disebility
insurance authorized by section 201.04 (3) and (4), Wis. Btets., when such
insurence is provided in a life or endowment policy either by specific
policy provision or by a rider atiached to such policy.

(3) DEFINITIONS. (a) Life or endowment insurence--The basic

life or endowment insurence coverage provided by the poliey and edditional
disebility benefits which have been determined by the standards in

subsection (4) to be benefite which ere life or endowment insurence or

en integral part of such coverages.



(b) Disability 1nsuianee benefit--Insurance covereges written

under the suthority of section 201,04 (3) or (4), Wis. Stets., to indemnify
persons in whole or in part for financlal loss due to bodily injury,
death by accldent, or health of persons.

(c¢) Separate statement of premium--Individual statement of

the exect groms premium charged for each distincet disability insurance
coverage required by this rule to be steted separately from the premium
charge for the baslc life or endowment Insurance coverage.

(4) STANDARDS AND PROCEDURES FOR DETERMINATION. The following
eriteria or stendards in peragrephs (&) through (e) shell be used to
determine whether & disability benefit, coverage, or clause msy be included
in the basic life or endowment policy without & separete statement of the
premium cherged for such disebility benefit. Subject to the approvel of
the Depertment of Insurence, a disebility benefit, coverege, or clause
whichlsatisfiea the stendards listed below may bé‘included in the basic
life or endowment coverage without & separate statement of cost., Disebility
coverages not meeting these standards may be included in or attached to the
policy only with a separate statement of the premium if they otherwise meet
the statutory requirements in respset to combination of covereges. The
rule in no way requires that a disebility benefit, coversge, or clause be
included in the premium charge for the besic life or endowment coverage
if the company desires to show the premium separetely.

(e) Smell or very nominal cost for the disebility coverage when
compared with the cost of the basic life or endowment coverage.

(b) Logicel respon for including the disebility benefit without
a8 separete- gtatement of premium.

(¢) There is o demonstreted need forsend the applicent would

usuelly desire’ the inclusion of the dissbility benefit.
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(d) Inclusion of the disebility coverage could be easily
understood by the applicent and is not subject to possible misinterpretetion.

(e) Custom of the imsurance business has clessed the disability
coverage &8 basically a life insurance benefit.

(5) DISABILITY BENEFITS WHICH REQUIRE A SEPARATE STATEMENT. The
following list constitutes & partiel listing of disability coversges
consldered by the Department to be additionsl benefits which generaslly
require a separate statement of premium cherge if they are attached to
or included in life or endowment coverage in accordance with other statutory
requirenents. Any such benefit may be included in e life or endowment
insurance policy without a sep&r&te statement of premiwn if it is
demonstrated that it meete the requirements listed in subsection (4) of
this rule.

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

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

(¢) Disebility income benefit.

(a) Hoepitel insurence.

(e) Besgic or primary medicel insurance.

(£) Major medicel benefit.

(g) Burgicel benefit.

(6) DISABILITY BENEFITS NOT LISTED. Disability benefits which
are not specifically listed above will be examined st the time of filing
to determine whether s separete statement of premium is required.

(7) RESERVE VALUES. Reserve values, on sccount of included
provisions, will be based upon the requirements of sectlon 206.201,

Wias. Stets., or other applicable statutes or, in the absence of specific
requirements, on such additional stendards es the commissioner of insurence

mey prescribe.



(8) EFFECTIVE DATE. On or after April 1, 1965, no life
insurence policy shall be approved for use and ro such policy heretofore
epproved shall be issued or delivered in this state unless it meets
the requirements of this rulé.

(9) SEPARABILITY. If eny provision of this rule shall be

held ipvaelid, the remeinder of the rule shall not be affected thereby.

Note: The repeel of the previous rule end the adoption of this
rule was prompted by the inconsistency which existed between the repealed
rule and Provision 2 of section 206.18 (1), Wis. Stets. This inconsistency
ceused an erosion in the epplicetion of the old Wisconsin Administretive
Code section Ins 2.05 to the point where any of the benefits listed in
the new rule were accepteble for inclusion in e life policy without e
seperete statement--a practice which is in elmost complete disegreement
with the apparent intent of the statute.

Provision 2 of section 206.18 (1), Wis. Stats., requires en
individual statement of the premium cherged for eny benefit provided
in & life or endowment policy seperete from the premium charged for the
baslic life or endowment coverege which is based on & life contingency
teble end provided by the policy. The Department feels that this full
disclosure has strong merit even in the present insurance merket.
However, in the years since the enasctment of this statute in 1309 seversl
changes have taken place in the life insurence industry thet necessitate
& rule providing stendards to determine whether certein dissbility benefits
may be included in e life or endowment insurence policy without a
separate stetement of the premium cherge in line with the original intent
of the statute. The prineipsel chenges are:

1, The asutometic inclusion of some bepefits in a policy ensbles
en insurance company to provide some additionsl dieability benefits at a
relatively emall cost in relation to the charge for the basic life or
endovment insurence coverage.

2. Custom of the business through the yeers has now classed
some dipebility coverages as benefits which ere & supplementel policy
provision in most life or endowment policies and sometimes needed as
an integrel part of the poliey.

The public interest dictetes thet 1t ls expedient to recognize
these two changes when the cost for the disability benefit is low or
nominal, the coverage is needed, and is eagily understood by the epplicant
or insured. This rule provides criterie to determine disebility covereges
which mey be defined es an integral part of the basic life and endowment
ingurance end are, therefore, benefits which may be included without a
separate and distinet statement of premium.



— --The new rule was developed as a result of the following main
considerations:

l. The Department hes e strong concern for disclosure in
situations where intentional or unintentional misrepresentetion msy be
-present to mislead or confuse prospective purchesers of life insurence.
The statutory basis for this authority is set forth in seetion 207.04,

Wis. Stats.

2., The disclosure philosophy in Wisconsin in respect to life
insurence coverage premiums originated in the year 1909 when the
Legislature enacted section 1948m (now section 206.18 (1), Provision 2,
Wis. Btets.) requiring that e policy of life insurence specify
"separately the premium cherged for eny benefit promlsed in the policy
other then life or endowment imsuresnce."”

The 1908 Wiscomsin Insurance Report to the Governor steted:

"Notwithstending the liberasl provisions for expenses
which are possible under the unew laws, severel devices
for increasing thisg amount far beyond the proposed
benefits have been submitted to this department for its
approvel. There is an ilncreesing tendency to Introduce
into contrects for life ineurance provisions for additional
benefits such as o0ld age, disebility end sick benefits.
These forms of insurence in meny cesges are very desirable
but 1t is rerely thet the eddition of these benefits to
policies spring from en honest desire on the pert of the
compenies to furnish the insurence protection. Thedir
addition to policies of life imsurance ordinarily only
serves &8 a cloak for the addition of a greetly increased
premivm. The polieyholder should be informed separately
of what is charged him for the life insurence esnd whet
is charged him for the o0ld age, disability or sick benefit
insurence. This information should be conteined in the
contraet of insurence., Policyholders cen then judge for
themselves whether the additionel benefits ere worth
the charges which it is proposed 30 exect end both the
company end the policyholder cen get the resulting economy
in agency and medical expenses from writing the two contracts
at the seme time.” :

These observetions apperently prompted the Legislature im the
following yeer to enact section 1948m.

3. Additionsl insight in respect to the original intent of the
disclosure statute is given in Commissioner Cleary's letter om this subject
dated October 22, 1915. Iu this letter the Commissioner hed under
consideration two filings in vhich & weiver of premium benefit was included
in a po% ggbggi? reviously used, The new coverege with the total and
permsnen 1 ene wves to be sold et the seme price previously used only



The ebove consgliderations provide @ basls for the standards or criteris
adopbed in this rule.

The repeel and rule conteined herein shall teke effect on
April 1, 1965, as provided in section 227.026 (1), Wis. Stats.

Commissloner of Insurance

Dated Merch 3, 1965



