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Chapter Ins 2 

LIFE INSURANCE 
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Ins 2.01 Estoppel by t'eJ1 cn·t of medical >xami.ner. No company ol' 
fraternal benefit society shall issue in this state a contract, based on 
a medical examination, providing for disahil.ity benefits, the provi­
sions of which are in conflict wit11 section 209.07, Wis. Stats., or sha ll 
indulge in any practice which is at variance vit;h said section. 

lus 2.02 'tock life i.nsuranc corporations writing p1uticipntin g 
policies. (1) Punrosm. The rep al of the l'u le p1·c::viously in effect ancl 
t he adoption of this rule is fo1· the purpose of ·evising the fo1·mal 
interpxetation of certain statutes consistent with statutes and business 
methods now in existence. This i·nle inrpl,ements and int<:J.rprets appli­
cable statutes in Judlng sections 201.045, 201..34, 201.150, 201.54, 206.18, 
206.27 to 206.32, 206.36, 206.48, 206.51 (1), and 207.04 (1) (a ), Wis. 
Stats. 

(2) SCOPE. This rule shall apply to stock insurance corporations 
when transacting the kinds of insuranc:e authorized by section 201.04 
(3), Wis. Stats., in the form of participating policies. 

(3) L~M'.I'rA'rlON OF PnGl•'ITS INUl.UNO 'l'O TITEl BENEFIT O.F Sl'OCK-
11UL.mms. The protection of the interest of the public purchasing par­
ticipating policies and contracts issued by stock life insurance cor­
poratio11 requires a reasonable limlta·tion of the profits on partici­
pating business that shall be made available to stockholders. In 
co11sidenition o.f t he a.mount of life instuance customarily tt·m1sacted 
in relation to the capital contribution of stockholders and to safeguard 
the interest of policyholders in th.is state, no profits on participating· 
policies and ·onti·acts in excess of the largei· of (a) 10% of such 
profits OJ.· (b) 50¢ per year per $1,000 of participating life iusm·ance 
in force at the end of tho year shall .iJ.m1·e to the benefit of stock­
holders. 

( 4) LlCElNS.B l!l~QUlREtlUJ'NTS. No stock life insu1·ance corporation 
doing bmill1ess in this state in which policyJ1olde1·s m;e entitled to 
shai·e in the SUJ:plus shall ]Je licensed oi: 1·elice11sed to transact busi­
ness in this state unless the corporation shall file an ag'.l'eement (evi­
cle.nced by a 1·esolution of its hoard of clirectors or other appropr iate 
body hayin_g the powe1· to bind such co1·poration ~uid it]; 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 cont:rncts spe­
cific items of gain, expense, or loss attributable to such policies and 
contracts and an equitable proportion of the general gains 01· outlays 
of tl1e 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 agl'eement shall remain in effect so long as any outstanding 
participating policies or contracts of such company are held by p01·­
so11s resident in Wisconsin except as the applicable requil:ements of 
statute oi' administi·at)ve rule may be modllied or supel·seded by 
Slt'bseque.nt enactments. 

(5) EXCEPTIONS. In accordance wi.th section 206.13 (3), Wis. Stats., 
the agl;'eement requiJ:ed by subsection (4) (e) of this rule may be 
modified to the extent necessary to be consistent with the existing 
charter of the stock life insura~ce corporation. 

(6) ANNU.AL Pr.LINO. No stock life insurance corporation doing 
business in this state in which policyholders are entitled to share in 
the sui·plus shall be licensed o~· relicensed to transact business in this 
state unless the corporation shall annually file the blformation re­
quired by sections 206.14 (1), 206.27 (Schedule 14, S.), and 206.48, 
Wis. Stats. Section 206.14 (1), Wis. Stats., does not apply to domestic 
stock life insurance corpo1·atioru;. 

Note: Befo1·e l~uing a. new or renewu.I lice11se to transact itIBut'ance ln 
this state, tne comrn1saloner o~ ln.su1•u.n.ce 1>:1 required by sections iOl.0•15 and 
301.34, Wia. Stats., to be sa t lsll!lcl lhut tile meth ds and practlc~ of th 
insurer a dequa te ly m;1.tegua..rd the Interests ot Its l>01icyholdera and the people 
of this state. Sectlon ~06.13, Wis. Stats., prOvldea .for the Issuance ot par­
ticipating 1u;e Insurance pollcles by stoe.k companies. 

The nature or p11rtlclpatlng poJJcle13 Is thnt the premium charge lnclnde:;i 
ll.n audl tton o.l loading which a.els ELS the sarety !a.ctor to provJcle for var!ou.s 
coottngeocies thll.t may develop dm:Jng the ta.rm of the policy. The ad litionnl 
premh1m thus collected ls then returned to U1e poUcyholder ln the fonn or 
dlvldenda. Section . 201.3G, Wis. Stats" 1n·ovWes tor Lile annual apportionment 
and rC1tu1·n or suoh sums after malm>g provfslon tor required reaefve,s and 
lle.bllltics. 

In respect to thomi policies In whlc.h the pollcyllolder ls; entitled to share 
In lhe surplU11, sec Ion 20U.aG, Wlll. Ste.t l:l ., p t ovicles for the po.ymllllt of 
e.u thod.zed diviclends on <mt>ita l stoclc ti·om the s u:vp'lus accumulation~ or tl1e 
r>artlclpatlng bus!ne11s ot tl:ie company. Soction 201.54. Wis. Stat>)., authorizes 
cllstrlbutlon or llll.Ylngs, earnings. or surplus to any cla-1.lS oJ: policyholder b'Y 
fllJng o. schedule thereof wltb tlm comm.lssione1· l.n those cases where such a. 
distribution was not specified In the policy. ln such ca.ses the commissioner 
hns an obligaUon to be sa.tls!led lha t the methods ancl practices of the 
company arc such a.s to safeguard the Interest o·f the policyholders. 

'.rhe J)rlnelpal portion or the eamings on Pf•rtlcivaUng policies Is due to 
the additional ,loading .ll'.\ tho premium clu1.1·ged for the policy. It woul d be 
a mlsrepre~entatlon ot the parttclpatlng provisions (lf any such policy or 
contract If >\ substantial portion of the p1·oflts accrulng from such policies 
or contracts were not to be retu rned to the policyholclers. Sections l!OG.51 ( 1) 
and 207. 01 (1) (a.), Wis. Sta.ta., prohlbl.t the mlarepresenta.t!on ot ~he divi­
dends or share in surplus to be received on ll.IIY 1mJ10-y. 
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o.t mplu~•en; m igh t be pei·mllt d 1 y th1,: '!'h'1•ase "ln the ~nme lr1iluf!try" In 
soct101·1a 20 6.UU ( •I ) and 204 .321 (l) (c) , WI ~. Stat.s., to obtain group lns111·­
a n"e <'.OVftrilgc for their emplo;r cs th.J·ougb the est.a.blh;lnnent or a trust. As 
11. rcauJt of the h a rln !>', he tlt!Pal" .ment h os reviewed the background ancl 
h.istory of the "J1J thr. ~n.nu! intlustrY" provision whjoh was t•Glopteil na a 
pa r t of the " 'n•up r,lfe Insm·anc:e DeflnJtlon" antl "Grrmp LIJ:'P, u1~uranec 
Rtandard· Provisions", revised at New York on December 15, 1948, by the 
National Association of Insurance Commissioners and enacted as a part of 
the Wisconsin Statutes in 1949. The department has concluded that the 
phrase "in the same industry" should be liberally construed. It provides a 
means whereby a small employer, not having a sufficient number of em­
ployees to qualify for a group plan Of his own, may join with others and 
provide the benefits of group insurance to his employees and thereby com­
pete in lhe ki.lJor 11.1a1·J ct w1th the large employer. It has been emphasized 
to the clepurtmant thxi.t the statutes involved are insurance statutes and 
that there i s n ttmlcrWl·ltlng reason which dictates greater detail or nar­
rower classifications under the law. To require a more detailed 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 
public interest. 

'l' l1e rul e applle11 c 1tly to orgu.hhmtlona engag •a In 1~ctlviti other tl1tl.n 
mwrnfactm·lui;r. Qompa.niea un1lenvr iting multi'ple em·ptoye1· trusts i'or e111-
i;il oyee., en gaged in m o nu (a turlng s hall Im gt1i..led by the opinio 111; o! the 
a t Lm·ney getleral r I' tho state or Wlscons 1t1. dated J·aima.i'Y 1G. 1958, and 
Dncemb er 3(), 1. GS ( 47 OAG 16 rend 17 OAG Sas) . 

. ti•or i gcnci·al guide a.a to Ole typos of organiza tions which ~au w lthln 
each oJ' Ute groupings listccl in subsection (1) of this rule, the depm·tmenti 
i;uggeats that Insu r rs 1 r r · o tl10 dlv.l slon headings touna 1n the "Standard 
Industrial Classification Manual" prepared by the United States Bureau of 
the Budget, Technical Committee on Industrial Classification, Office of Sta­
tistical Standards, 1957, and to other similar material such as the industrial 
classification starting on page XI of the "U.S. Census of Population 1960-
Classifie i.l Inde.." of Occut>allon;; and 1ndustr1 s," published by the United 
States Deparl:inenl or Qomrnercc, Bureau Of tl1e Census, 1960 ; and Volume 
V, No. l. "Wlscon$i.n ommurce Reports, " n ureau of Business Research and 
Service, l'it."tc'iJson, Wl11<;m1sln, Ap:rll 1, 1957. 

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

Ins 2.11 Franchise life insurance. (1) DEFINITION-EXCEPTION. Fran­
chise life insurance, as used in section 206.64, Wis. Stats., shall not 
include policies issued in connection with: 

(a) Employee benefit trusts or plans conforming to the require­
ments of subsection 272.18 (31) (a), Wis. Stats.; 

(b) Employee trusts and plans established under the Federal Self­
Employed Individuals Tax Retirement Act of 1962; 

(c) Tax sheltered annuity programs for certain organizations ex­
empt f.1;om fedel'al income tax and for public schools; 

(d) Salary savings, salary allotment, payroll deduction, or similar 
premium payment plans. 

(2) FRANCHISE UNIT HEADQUARTERS. A franchise unit as defined 
in subsection 206.64 (1) (b), Wis. Stats., need not have its head­
quarters or other executive offices domiciled in Wisconsin. 

(3) AccoUN'rtNG. All premiums paid in connection with franchise 
life insurance on Wisconsin l'esidents sJ1all be reported for annual 
statement purposes as Wisconsin business and shall be subject to the 
applicable Wisconsin prem.ium tax. 

History: Cr. Register, May, 1964, No. 101, eff. 6-1-64. 

Ins. 2.12 Excepiions to unfair discrimination. The following prac-
1:.ices, without being all-inclusive, shall not be considered unfairly dis­
~a.tory as co1)sidered by sections 206.33 (1) and 207.04 (1) (g), 
Wis. Stats.: 

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

(2') Issuing life insurance policies or annuity contracts at premiums 
determined by rating plans which provide for modification of premi­
ums based on the amount of insurance; but any such rating 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 preserve equity 
between various classes of policyholders. 

(3) Issuing so-c·alled "family plan" life insurance policies which 
include insured, spouse, and their children with the premium calcu­
lated on the basis of the family unit. The rating plan must give rec­
ognition to all cost factors in order to preserve equity between vari­
ous classes of policyholders. 

( 4) Issuing policies under the authority of sections 201.04 (3), 
(3a), (3b) or (3c), 206.60, 206.63, or 206.64, Wis. Stats., with the 
premium calculated on the basis of the average age of those insured 
or calculated in some other manner which is appropriate for the cov­
erage offered, provided that the rate must be reasonably related to 
the coverage provided and to the savings made by use of the rating 
procedure. 

(5) Issuing life insurance policies or life annuity contracts at spe­
cial rates or with special underwriting considerations, reasonably re­
lated to the savings made, in connection with: 

(a) Employe benefit trusts or plans conforming to the requirements 
of section 272.18 (31) (a), Wis. Stats. 

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

( d) Franchise life insurance provided under the provisions of sec­
tion 206.64, Wis. Stats. 

Hl8tory: Cr. Register, May, 1964, No. 101, eff. 6-1-64. 
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