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Ins 2.01 Estoppel by report of medical examlner:J No company or 
fraternal benefit society shall issue in this state a contract, based on 
a medical examination, providing for disability benefits, the provi
sions of which are in conflict with section 209.07,'ivis. Stats., or shall 
indulge in any practice which is at variance with said section. 

Ins 2.02 Stock life insurance corporations writing participating 
policies. (1) PURPOSE. The repeal of the rule previously in effect 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 imP.lements and interprets appli
cable sta.t1.1 s including sections 201.045~ 20).34, "201.50: 201.54, '206.1 , 
206.27 to 206.32Y 206.36, 206.48, 206.51 (1), and 207.04 (1) (a) r Wis. 
Stats. 

(2) SCOPE. This rule shall apply to stock insurance corporations 
whenL~_ransacting the kinds of insurance authorized by section 201.04 
(3) ,''Wis. Stats., in the form of participating policies. 

(3) LIMITATION OF PROFITS INURING TO THE BENEFIT OF STOCK
HOLDERS. The protection of the interest of the public purchasing par
t icipating policies imd contracts issued by stock life insurance cor
porations reqi.1ires a reasonable limitation of the profits on partici
pating busines. that shall be made available to stockholders. In 
consi lem tion 0£ Hte a moun t of life insurance customarily transacted 
in relation to the capital contribution of stockholders and to safeguard 
the interest of policyholders in this state, no profits on participating 
policies and contr acts in excess of the larger of (a) 10% of such 
profits or (b) 50¢ per year per $1,000 of participating life insurance 
in force at the end of the year shall inure to the benefit of stock
holders. 

(4) LICENSE REQUIREMENTS. No stock 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 busi
ness in this state unless the corporation shall file an agreement ( evi
denced by a resolution of its board of directors or other appropriate 
body having the power to bind such cor poration and its stockholders) 
to the effect that: 
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(a) no profits on participating policies and contracts in excess of 
the larger of 

1. 10% of such profits or 
2. 50¢ per year per $1,000 of participating life insurance in force 

at the end of the year 
shall inure to the benefit of stockholders 

(b) the profits on its participating policies and contracts shall be 
ascertained annually by allocating to such policies and contracts spe
cific 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 shall 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 part of the funds accumulated or belonging to the partici
pating class shall be transferred to the nonparticipating· class. 

(f) The agreement shall remain in effect so long as any outstanding 
participating policies or contracts of such company are held by per
sons resident in Wisconsin except as the applicable requirements of 
statute or administrative rule may be modified or superseded by 
subsequent enactments. 

Note: ,Before issuing a new l>I' r<:>,n w~il llc1;>ns to transu,ct. insurance in 
this s tl5!'1'1". the commissioner oi: insura nce !11 required l!Y s ctions :J01.011i Clnd 
201. 34., W ls. Stat11., to b satisfied that the 111 lh il 11 and prn.cllcrui or lh 
insurer adequately sa.feguo.rd i;\-ic interests of its p oll ybold1ws and the people 
of this state. Section 206.13~..,Vl s. Sln .. provl<l,e.s ror th 1s~ uancc f 1>a1·
tlcipating life insurance palloiea by s tO ·k companies. 

'l'he nature of p l't!clpating J!Olicil:s is Lh >Lt the 111•omiu1n cha1;g !ncluclcs 
an additional load ingc wlllch acts UI! Lii Mitfety factor to pmvlde rm· \'arlou" 
contingencies th,1.t nta.Y dcv loJ> llu:rl.ni; Lhe term of the policy. 'l'bll additionnl 
premium tlius colle¢ted I!! then retumcd. to the poU ·yho!rler in t ile fo rm al 
dlvidemfa. Sootlon 201.HO, la. Stats. provJ<l c.ii f<w Lile annual apport ionment 
o.nd ·r eturn of such flums u!tor making prnvlsion for req.uircd r eserves and 
ll a lJlll tl 9. 

In rmmcct to those poltoies In 'vhich the pollcyholder is entitled. to she.re 
in the surphts , s ct ion 206.36, Is. StMI!., provlde>i for the pa.yruent of 
a.uthori~ed dlvldeml~ on capital s tock from Ute aut·plu ucournuhillons or U1e 
pa • .rti c;ipating business of th compa.ny, Section 201.f,4 \Ifs. $tats., p.uthorJzes 
distribution. .f s v!ngs, a rnJng13, or surplus to a.ny eta 'H of polh:lyholder by 
Ill.I ng !• schedule thereof with tho onunissloner In those cases where su h a 
dJst.rlbutlon wns n · s pec l'fl d In th r>oli y. In such ca.;e tb comm1R1.lloner 
h <tS 1111 obllgaUon to be sutis tl ecl that the mlithods and pract ices of the 

()mp1\ny are Stl<'h as lo safeguard the lnterellt ot th poUoyholders. 
The prlnclpal portion of tho earnings on po.rtJcipiMlng policies ls dur. to 

the arl cUtlona,l loading in th prC.thiurn charged Co1· tlie Policy. It would be 
a rnlsrepre8 ntatlon or the partlclp:1Ung prov is ions or any su<:h POii •y or 
contract It a substan tial portion or tl•c proll~ accru ing from such polici s 
or contreQts w c l'<l uo ' to 'be 1· tul'necl t o the pollcyholdc1·R. Sections 206.!il Cl 
o.nd 207.04 (1) (a) Wis. Stats., l)l'Obibit. the mis represento.tlo11 01' the divi
<len!lll 01· slu\r e in s urplus ti' 1J 1· elv II on a ny tJollcy. 

It is evident that a stock insurance corporation should not have complete 
freedom in determining the amounts that are to be removed from the funds 
accumulated or belonging to the participating class of policyholders and 
used for the benefit of stockholders. A reasonable limitation in the amounts 
that shall inure to the b · uefl l of i;to 1(.h Ol le rs Is neces&Ll'Y (or the fah' o.nd 
equitable treatment of atnck I I f\l I nstu•ance oorporo.tioru;, atOclt11olderA a nd 
policyholders. We find thnt 1" .tlon 210 (6) or th N w York Insurance 
statutBs provides for a lim l.ta.t:ion compa.ro.b!e to lhri.t statec1 in tbe rul . The 
record in that state indk.at s such n limitation tg be reasonable and work
able ancl we believe it to be a proper safeguard of the Interests of thB J>Bople 
of this state. / 

(5) EXCEPTIONS. In accordance with section 201.13 (3) ;'Wis. Stats., 
the agreement required by subsection (4) (e) of this rule may be 
modified to the extent neceS'sary to be consistent with the existing 
charter of the stock life insurance corporation, 
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(6) ANNUAL FILING. No stock 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 unless the corporation ~all an~ally file the information re· / 
quired by sections 20'6.14 (1); ?06.27 (Schedule 14, S.), and 206.48,V 
Wis. Stats. Section 206.14 (1) /Wis. Stats., does not apply to domestic 
stock life insurance corporations, 

History: 1-2-56; r. and recr. Register, August 1962, No. 80, eff. 9-1-62; 
renum. (4) (d) to be (4) (f); er. (4) (d), (4) (e), (5) and (6), Register, 
January, 1964, No. 97, eff. 2-1-64. 

Ins 2.03 Policies not dated back to lower insurance age. (1) No 
company shall issue for delivery in this state any policy or contract 
of life insurance which purports to be issued or to take effect as of 
a date more than six months before the application therefor was 
made, if thereby the premium on such policy or contract is reduced 
below the premium which would be payable thereon as determined 
by the nearest birthday of the insured at the time when such appli-
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properly be considered as engaging in activities which are "in the 
same industry". 

Notu: 'I'ht! tcbOvc 1•ulc is a.n ou tgrow th o f: lho hcn.rJni;s h !cl by ll10 depart
ment on D e'emhcr l.7. '(~ {l3 , lo •on,.l rlel' lh foramlatlon Of 1•uJeto and gu l<le 
!Inca w h l h lnsuru.n(1 ou11 11)anles could use to do:>t onnlne what groupings 
ur e 111plofm·s n iigltt .A\e per mlttod hy th91 ph 1·\l.!;!e ··1n the sam e l ndustnr" In 
i<<J •tic.ins ~ nr. . !lO C ·I) VllJ'l d 20 1.an (J t: ), W is . :'l law .. t o olJ tal n i;r up inaur
" ""o COVt.l('ll.f\'U fOI ' Uia ir lllllJ>loyccs t lwough th csta.hllsluucmt oe n, t rust . As 
r• r esull o r th hen r ing-, tl 1 • clt>pa rtn1 •nt hos r ·\'i wet! th " IJ>t.ckground u.nd 
ill:i lol'.Y or lb •} "bi th;;; Bll.tne Industry " p1'tJv i.l!lon whlcl~ wLts a dopt ed us ii 
part (Ir t l1c " U1·uup ,U re In ~111 ·1mc Deftnit lon" Lund " ·roui; C:.ll\ lm;urnnc 
f!tanll1Lrcl Provll'!l1ms", 1· '1 lso(l a l New "'to i' k on De •en11J 1· i5. l.fl •l8, by tl 10 
Natlomtl .,.\,, ·ocialiou o:C Lns1 11·a.11 r~e 01r11n iss.ionel'>! a:ucl enacted o.s o. p:ut of 
th \Yls1'. m•l n Sl<tl11 tea in 19~ 9. The d 1Jl1rtmo11t lu1& co111 lu<J LI tho.t the 
µhni,qp " In U1 ·foall'l(J ln<lustry" sl1ou1t1 h e: li berally ons trne<l. rt provi1Jea a 
mean11 w tu:ire'b;y 1\ s nmll mploy r. µ ot having a sum •lent number of em-
11lo yee8 to <J.ll illlfy t'or a g r oup plo.n ur hi ll 1 wn. 111:~y join with oth • 1·~ a.ntl 
prO\' ill1! Ll1 u h~n eJlls or gi:ou

1
P Insurance to l1ls Qmlll<>yees a nti t lior hy om

pet i n th h .uo1· ruu;·JrnL 1v th LIH) Ja.rg Pl'ltµl o ~·er. lL bas been CJ.n11lmai2e l 
tb lll e ll pru·t11ier1t t hM Lhe statutes lnvohred are ins urance s tatutes unll 
that UPI' ls no Ull•forwrttl'ng J' l\S(J ll whi ch m ' i<IL ~ g reat ,. ~1 l:ttil 0 1' n :i r
r owe1• c la11ll ifl c::'l.t i0m; uml •1· lhl} ln.w. Tc> 1 ·•~qu l re :;. m o r •l tai led breakdown 
only has the effect of adding to the administrative detail and expense of 
setting up such a plan, and such does not appear to be required nor in the 
!HLhllc l ntm·esl. 

The ru le appl l o~ on]y to O l'ganfzat l nn~ enirog ·d in activ l.tfruJ otll111· than 
mUJm.l'li• turlu i,r. ompuntei. und1} l'\\'l' ltln ir mulllt>l • m11ploye1· trusts for em 
ploy es ng:igecJ in 1111U1u:fn.1~tur lng s hr.lll IP g 11 lt1 rl l>Y tll<:i OJJlnlons of th ' 
n tto rney g"na rttl r th • sta of W isconsi n. tint ,d .J'ru1uru·y 16, :l9li8, a nd 
D nc ·n tller 30, 1068 (117 OAU. l li and 17 0 G 326}. 

J?p1· n. !;" nent l b., iirl 1J Ml l lh types of O l'gu.n lz1~tl1ms w ltll'l1 fal l wlthln 
" h or. Lil g 1· 011J)ln1,.,, 11~,tt. tl In s ubsection ( 1 ) uf l ids ruJn, the clepD.t' Ln1ont 

Bl Lg(;'Cs ls thn.t lns1u·crs rel; r to .the rlivis ion h n.db11rs Cound i n the .. Sll1.n rlt1 rd 
l11'h 11::Lr·l11.I ' l.o,;s lU •11.t lon Mo u1,1a.I" pr !)H red by t h U nit Ll SU•tefl Burea u of 
lh • Budget, Tec l111ica.t Coinmltte on lndnatrial la.i<Jlilloo.tion, flic of Stn
t lstlea l SU:cn<la.1·d11, 19Vi, :ind to olhlil r s lm ll :ir 11 111.t rl:rl ~ucll iJ,1< th lnd uttlrla l 
ulnt<Klfkfftlon stnrtrng on Plig-O XI oC lbo "1 1.$. Cens us of Populutfo11 10GO
'la•sl fl ('I lrn l : or ccu1 1J. U<111 ~ ' ml lnchu;tr l<!s.'' pl'lblls he rl by j..1.1 U nlted 
•La l " Depa rtment ol' ~om111et '<' , H utem1 11f thCJ ~c;mrns, l 0 t. 0 : a nU V{ll um 
V, No. 1., " WiBCOLlHin Oommo1·cc l{(lJ)O r!.s," 'Bur fll.l or J3 us b1ess :R "'"~1 ·ch antl 
Servic • 1vill.cliso11 , Wll:lconru.ti, Aprll 1. l 9fi7. 

History: Cr. Register, February, 1964, No. 98, efC. 3-1-64. 
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