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Ins 2.01 Estoppel by report of medical examiner. 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, Wis. 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 implements and interprets appli­
cable statutes including sections 201.045, 201.34, 201.50, 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 insuran<:e 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
ticipating policies and contracts issued by stock life insurance cor­
porations requires a reasonable limitation of the profits on partici­
pating business that shall be made available to stockholders. In 
consideration of the amount 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 contracts 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 corporation and its stockholders) 
t.o 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. 60¢ 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 pa1·t of the :funds accumulated or belonging to the partici­
pating class shall be transferred to the nonparticipating class. 

(f) The agreement shall 1'emain in e:fl'ect so 1011g as any outstanding 
participating policies or contracts of such company are held by pe1·­
sons i·esident in Wisconsin except as the aJ)plicahle requirements of 
statute or administrative rule may be .modified or superseded by 
subsequent enactments. 

(5) EXCEPTIONS. In accordance with section 206.13 (3), Wis. Stats., 
the agreement required 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 insurance corporation. 

(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 shall annually file the information 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 corporations. 

Note: Before issuing a new or renewal license to transact Insurance Jn 
tl).is s.tato, the commissioner o~ In.aura.nee ia requlred by sections ~ 01.045 and 
201.St, WJs. Sta.tu. , to be satlafletl that the methods and practices of the 
Insurer a(lequately safeguai-d the Interests ot Its pol!cyholderu and the people 
or this ata.te. Seetlon 206.13. Wis. St.a.ts., provides for the Issuance or par­
ticlpa:llng Jlfe lnsuran<:o policies by stock companies. 

The nature o.r partlel,pa,tlng poUciCll Is that the premium cba.:rge Includes 
an additional loadlng which acts as t lrn safety ra.etm· to provide tor various 
contingencies that may develop during the term of the policy. The additional 
prcmJum thus col'!ectcd Is thon r eturned to the policyholder In the t orm of 
dividends. SectJon 201.SG, Wls. Sta.ts., provides .for the a.nn\lal apportionment 
and return of such sums after ma.lcin,g provision J!or required reserves and 
Ila bill ties. 

In 1·c!lJll)()t to those pollcJe$ In which the poltcyholdor Is entitled to share 
in tho surplus, section 200.36. Wis. Stat~. . provides for the paymel)t or 
authot·Jzed dividends on capital stock trom the s twplus nccumulations ot the 
pn.rtlclpatlng lmslnesa of the company. Section 201.64, Wis. Sto.ts., authorizes 
cllstrlbutlon ot savlnga, earnings, or BUl'l)lus to o.ny class ot policyholder by 
filing a schedule thereof With the commissioner Jn thoso cases whet·o such o. 
distribution was not specified In t)\e Dolley. In such ca.see the coillmlssloner 
has an obligation to be 81\tiefled that the methods and practlcea of tl}e 
company n.re such n.a to aa.feg'Uat·d the Interest o! the policyholders. 

The principal pol'tlon of the earnings on pa.rt!clpatlng policies Is due to 
the add ltfona.1 loading in the pl"emlUm charged for the policy. It wot1ld be 
e. mlsreprosentatlon of the .Partlcl.t>o.tlng provJeiona ·Of any such ·policy or 
contract I! o. substantial po1·tlon o~ the profits accruing from suQh policies 
or contrncts wore not to bo returned to the policyholders. Sections 206,51 (1) 
and 207.04 (1) (o.), Wis, Stats .. prohibit tho mlsrepreaentatlon ot the d ivi­
dends or eha.re In surplus to be received on any policy. 

Register. October, 1972, No. 202 



bEPARTMENT OF INSURANCE 9 

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 !imitation . in the a mounts 
that shall Inure to the benefit ot s tockholder11 la necessary tor lhc :l'l.~ir a.nd 
equitable treatment of "tock lira Insurance corporations, stockholders, ttnd 
policyholders. We fi nd that sect.l.o11 216 (6) ot the Ne\¥ Yo.rlt fu s urH,.nec;i 
statutes provides for a lhnltMlon comj;}ambl to that stated ITI the 1·u1e. Tbe 
record in that state lndiC1.1.t¢s such o. 'llmitation to be reasonable a.nd worl<­
able and we believe il to be a proper sareg 1111.rd of tlle Interests ot th 11 ople 
of this state. 

mstory1 1-2-56: r. and recr. Register, August, 1962, No. 80, efl'.. 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 t11e application therefor was 
made, Jf thereby the premh1m on such policy or contract is reduced 
below the pTemium which would be payable thereon as determined 
by the neal'est birthday of ·the insUl'ed at the time when such appli­
cation was made. The date of application must be considered to be the 
date on which the application (Part I) or the medical examination 
(Part II) is completed, whichever is the later. 

(2) This ruling does not prohibit the exchange, alteration or con­
version of policies of life insurance as of the original date of such 
policies if the amount of insurance pl·ovided under the new policy 
does not exceed the amount of insul'ance under the origJnal policy 
or the nmom1t of inSuTance wl1ich the premium paid fo)' the original 
policy would have purchased if the new policy had been originally 

, applied for, whichever is greater; nor prohibit the exei·cise of any 
conversion p1·1vilege conta,ined 1n a,11y policy or contract. 

Ins 2.04 Substandard risk rates. Life insurance companies may 
charge premiums in excess of the maximum premiums as defined in 
section 206.26, Wis. Stats., provided the addition to the maximum 
premium is made to cover the extra risk owing to the fact that the 
person is a substandard risk, or is engaged in a hazardous occupation. 

Ins 2.05 Separate statement of pt·emiums for certain disability 
insurance benefits included in life or endowment insurance policies. 
(1) PURPOSE. This rule provides guidelines to determine which dis­
a·bility coverages may be included in life or endowment insurance 
policies wit11out a sep;trate statement of prnmhun charge. T11is rule 
interprets and impl inents the sepal'ation of }ll' mi um J;equireme;nts 
stated in provis'ion 2 oi section 206.l.8 (1), Wis. Stats . as they r elate 
to the inclusion of disability insin·ance by policy i1rovision 01· ride1· 
in li:f Ol' endow1mmt i11sUl·ance polici .. such as authorfae<l by sections 
201.05 (2) and (3) and 206.03, Wis. Stats. 

(2) SCOPE. This rule shall apply to t:he kinds of dlso.bilit-y insui-anc 
authorized by section 201.04 (3) all] ( 4), Wis. Sta.ts., when such 
insurance is provided in a li.fe 01· n rlowment policy either by specific 
policy provision or by a r ide1· attached to such policy. 

(3) DEFINITIONS. (a) Life or endowment insumnce. The basic life 
or endowment insurance coverage provided by the policy and addi­
tional disability benefits which have been determined by the stand­
ards in subsection ( 4) to be benefits which are life or endowment 
insurance or an integral part of such coverages. 

Register, March, 1965, No. 111 
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(b) Disability in:;u1·ance benefit. Insurance coverages written under 
the authority of section 201.04 (3) or (4), Wis. Stats., to indemnify 
persons in whole or in part for financial loss due to bodily injury, 
death by accident, or health of persons. 

( c) S epamJ,t@ :;talenvent of vremi!Um. Individual statement of the 
exact gross premium charged fo1· each distinct disability insurance 
coverage required by this rule to be stated separately from the pre­
mium charge for the basic life or endowment insurance coverage. 

( 4) STANDARDS AND PROCEDURES FOR DETERMINATION. The following 
criteria or standards in paragraphs (a) through (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 separate 
statement of the premium charged for such disability benefit. Sub­
ject to the approval of the department of insurance, a disabiliy bene­
fit, coverage, or clause which satii;fies the standards listed below may 
be included in the basic life 01· endowment coverage without a sepa­
l'ate statement of cost. Disability covernges not meeting these stand­
ards may be included in or attached to the policy only with a sepa­
rate statement of the premium if they otherwise meet the statutory 
requirements in respect to combination of coverages. The rule 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 cost for the disability coverage when 
compared with the cost of the basic life or endowment coverage. 

(b) Logical reason for including the disability benefit without a 
sepal'ate statement of premium. 

(c) The1·e is a demonstrated need for, and the applicant would usu­
ally desire, the inclusion of the disability benefit. 

(d) Inclusion of the disability coverage could be easily undel'Stood 
by the applicant and is not subject to possible misinterpretation. 

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

(5) DISABILITY llENEFITS WHICH IUJQUIRE A SEPARA'l'B STA'mMENT. 
The following list constitutes a partial listing of disability coverages 
considered by the department to be additional benefits 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 may be included in a life 
or endowment insurnnce policy without a separate statement of pre­
mium if it is demonst1·ated that it meets the requirements listed in sub­
section ( 4) of this rule. 

(a) Waiver of premium benefit for death and/or disability of payor. 
(b) Loss of sight and/or dismemberment benefit. 
( c) Disability income benefit, 
( d) Hospital insmance. 
(e) Basic or primary medical insurance. 
(f) Major medical benefit. 
(g) Surgical benefit. 

(6) DISABILITY BENEFI'l'S NOT LISTED. Disability benefits which are 
not specifically listed above will be examined at the time of filing to 
determine whether a separate statement of premium is required. 

Hegister, March, 1 ~JGG, N•). 111 
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(7) RESEUVE VALUES. Reserve values, on account et.f il1cluded provi­
sions, will be based upon t11e requirements of section 206.201, Wis. 
Stats., or other applicable statues or, in ,the absen~e ?f speoifi? l'equu·e­
ments, on such additional standards as the conuui,ss1one1· of msUl:nnce 
may prescribe. 

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

(9) SEPARABILITY. If any provision of this rule shall be held in­
valid, the remainder of the rule shall not be affected thereby. 

Nota: The 1·epeal of the p1•evtous rule and tlio adoption O·f this rule was 
promptoa by the Lnconslstency which exl.sted betwe n the repealed l'U'le and 
provision 2 of section .206.18 (1). Wis. State. '£his 1nconsfstency caused an 
erosion, In the a.pplict•t!on of the old Wisconsin Administrative C<ide section 
Ina 2.05 to the point where any o.t ·the benefits listed In tho new rule were 
acceptable for inclu.slon 1·n a !ile pol.Icy witbout a aeparo.to statement-a. 
practice which is In :).ILUost complete dJsagi-cell'lent wJth th. apparent intent 
of the statute. 

Provision 2 0£ section 206.18 (1), Wls. Stats .. requires a..n indlv.ldual sto.te­
ment or the 11remhuri cht<.rged .Co1· any benefit prO\'lded ·tn a. Uf 01· endow­
ment pol!cy separate from tile p1·emlum charged .Cor the basic llfe or endow­
ment coverage whlch !s ba.sed on a 11·re cont ingency table and provided by 
the 1>olloy. The department reels th11.t tws tun d isclosure has strong merit 
even in tbe present Insurance market. HoweveJ·. in tbe ycara since the ena.et­
ment ot this statute j.n 1909 fl0V0l'nl changes have ta.ken place In tbe lite 
lnsul'ance Industry that necessitate a rule p1·ov11;Ung stand;uds to determine 
whether certain disabil!ty benel)ts rua.y l;le Included Jn a life or endowment 
lnsUJ·ance pol!cy without a. 11eP<~ra.Lo statement of tho premium charge In 
line with the origi.nal Intent of t11e statute. 'l'be pri.nci.Pa.l changes a.re: 

1. Tl\e automatic Incl ~tsloo of some benefits in a policy enables an Insur­
e.nee eorhpany to provide some a.dd ltlOnal dlsabillt:V benefits at a rele.tlvely 
sme.11 cost In relation to the ch(l.l'ge lor the ba,sic Jlie or endowment lnsuni.nce 
coverage. 

2. Custom of the business through the years has now classed some dis­
abl!ity coverages as benefits which are a supplemental policy provision Jn 
most life or endowment pollcies and sometimes needed as an Integral part 
of the policy. 

The publ le inte1·cat dictates that It is expedien t to recognize thoae two 
changes when tho cost tor t11e cllso.bil ity benefit Is low or 11om\.ne.l, the CO·\rer -
1.1ge ill needed, a.ncl ls easily understood by the appllC..'\llt or insured. This 
ru le provltle.s criteria to determine disabHity M\•erages which may be denned 
lil,1:1 Rn Integral 11art or the be.ale Jit'e nn<l endowment 1nimrance and are, 
therefol'e1 benefits which may be Included without e. separate and dlatlnct 
statement of premium. 

The new rule was developed a.s a result of the following ma.in considera­
tions: 

1. ',rile department ho..\! a strong concern 1'01· disclosure ln sltua.tlons wher e 
lntentlonll.l 01' n.nintontl na l mlsrepres nte.tlon inay b ·• preRent to miaJ arl or 
contuse prn;speotlve puri::hasers oC II fe i.nsnrnnce. ·The sttitutory basls for 
this authority ls set forth ln sectlon 207.04, wis. Stats. 

2. '.l'he disclosure pllllosophy In W isconsin in respe t to Ji.fe insurance cov-
rage premJums or!gl110.tecl In the year 1009 when the Legislature enacted 

eeotlon 19•18m (now section 206.18 (1) provision 2, WJs. Stats ) requhing 
that a policy C)f life j!'surance specify '1sepru·ately tJjc premium 'char ged ·for 
any benetlt pr·omlsod m the poll y other tlµLn life or endowment insuro.nce." 

The 1008 Wisconsin Insure.nae Report to tthe Gov rnor smted: 
"Notwithstanding the liberal prav!s ions for cx1ienJ>es whlch are po-s­

slb'lc under the now la."'11:1, several devices for increasing this amount far 
!>.eyoncl t he p~i;i:posed be:n~t.~ hav.e lJeen submitted to thls (l partment for 
its (l.PPrOvOJI. rhere l ~ an m croostng tendency t. o Introduce Into contracts 
.for life ·insurance provisions tor addittcmal. llenellts such aa old age dls­
ablllty and . slck benet1ts . These forms at l.nsnra nce In many ·a.se~ are 
very deslrabln but It ls rarely that the udclltlon ot these benefits to 
policies Jsprll'HJ from an honest tlesh·e on the .Part of the companies to 
furnlsh the ln

1 
suro.nce protection. 'l'hefr adiliUon to policies of lite ln&Ul'­

n.nce or.dJna.r IY only se1·ves as a c lonk for the acldltlon of a greatly 
increased premium. 'l'he policyholder sbouln l)c lntormed separately ot 
what Is ha.rged him Cor the Ille Insurance und wl1at I!! charged Mm 
for the old a.go, dlsabfllty or atclc b nefit lnsuTa.n . Thia 1utormatlon 
should be contained In the contract of Insurance. Pollcyholders ea.n then 
Judg .for thell'!sel ves wh tl)er the adclltlonn.l bene:tlts a.re worth the 

hat·ges wh ich rt is proposed t o exact a.nd both the company and the 
poll yholder an get the res uJtJng economy Jn agency ancl medical ex­
nenses from writing the two contracts a.t the same time." 

Register, August, 1972, No. 200 
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These observations apparently prompted the Legislature in the following 
year to enn<:t section 19~-Sm. 

3. Additional Ins ight In remiect to tbe 01·lglnal tntent of the dlsclosurn 
sta:tuta Is given In Comml8Bloncr Clea•'Y's letter . on this subject dated 
Octobw 22. in ;u;, In this letter the Commisllloner ha I under consldcro.tlon 
two illlngB Jn whiuh a wMver of premJmn benefit w~ Jncludcd in a policy 
form previously used. 'l'he. 11e\V coverage wltl1 the total an.cl permanent dls­
a l.>WtY benefit wa.s lo be s old a.t the aama pr1ce p 1·eyjOus Jy used only tor the 
be.sic coverage. Conin1r .. s1on r Oleary Indicated the foMowlng In resvcet to 
libora lhm.t\ou o! poUcicJ:1 ·where no direct charge Is m11dc to1· the addlUonal 
benefit. 

"~1bcllvl1llon 2, or section 1948m. WJscon~ln statutes, p1·evlde!i that 
no pollcy of lhsurance (Life) shall be delivered in Wisconsin 1,Lfter the 
year 1900 unless it conta,lns a. tab le 'specifying sepamt •ly tlw 7)J·mnium 
C7•t,rocd. for a.ny bGncll t p1·otnlscd irl tl1c policy oth1Jr flrnn life o:r endow­
ment insurance • • • : It Is l'.l.rgued Uui.t pol icles euch AS those proposed 
by the -PruclentliLI a.l'e subject to sa1d se tlon, Q.n(l are requl:rcu to show 
In a s paratc tu.bl t he chA:rge for sucll o.clditlonat benefits. 

"I cannot agree with thia contention. I do not believe that lt was the 
Intention of the legislature, when It e.illlJCted thls law, to re!Jtt·lct lnsur­
ance comtmnl s In a Ub rallzlng of their po1lcleJ:l where no direct charge 
to the n.seurecl W3,l1 made for the adilod benefi t and w here such addi­
tional b nellt would not endanger the 11olvency of tho company. I con­
c luel . a.fte'r· consitlerlng the statute ~..n.refu lly, that wluit the 1 glslo.ture 
ltad fn n:il.nd was r ather a situati-011 where the company prot)oscd to 
give benefits other than death IUld endowment benefits whJch lnvolved 
aad1tJonttl premium charges, Jn whlch event the compa ny must spcclfl­
CBollY state whnt that adcU Uon a l charge Is. ;r . t a ke it that this _provlB lon 
was Incorporated so that tbe a.ssu.-ed 1'rtlght know what he W a.!I paying 
for the b enefit proml!Jecl; that the cost .should not be co.ncaaled In n 
lump premium charge." 

Commissioner Ol • ry al so commented on the tact that even though there 
is no signtnca:n.t preml\1m ohn:rge there ·Is n.n lnor ased company liability 
because of the provis ion nnd that a limited disclosure was needed to obta.in 
approval. The I ll.lit paragraph or tile letter sets .forth Uus posltlon aa follows : 

'".rhere ea.n be 110 question that the added betleflts prinnlsed in these 
pollcle!I cost the company i;omethlng. The Un.bllfty of the company on 
every outs tnndll!lg policy <~On.tal:nlng Lh1s provision ls gr eater than it 
wouJcl lJo i f pura life or endowment lnsnrn.nco were the only benefits 
promised. It will be nracesaary, thel'et'Ol·e. to take this additional )J n.efit 
into account Jn valnlug these J Ollclee. Il'or this reason the policy Bhoul,d . 
by a printed or stwnpec1 provis ion Lncorpo,rn.ted In the policy, state -the 
amount estlm£Ltecl aB the 01:<t o r :'in ch b uunt. •rltls 'provision may also 
state that such sum la lncJ.udcd lp th e p1:emh;nn c.he.rged .. '.rhe iium so 
stated should be adequa te, and will be a gulde to a.ctua.rles In valuing 
the poUcies. '.rhe approval hereby given to -the pollcies fs subject to the 
incorporation of suc.h a prc>vlslon." 

The above considerations provide a basis for the standards or criteria. 
adopted in this rule. 

Hll!1tory: 1-2-56; r. and recr., Register, March, 1965, No. 111, ett. 4-1-65. 

Ins 2.06 History, Or. Reglat r. D cember, l 96S. No. 36. ~ rr. 1-1-59; am. 
(5) (c), R egister, 'M!Ll'Cb, '1%9, No. 39, eff. 4- 1-Gll; am . (2) (b) 3 and 8; 
(2) (c) and (d); ( 5) (c); 6) and (7) (b), T:leglst ~-. Octohe1·, 1961, No. 
70, eff. 11-1-61; am. (S), :Register, August, 1962, No. 80. e.ff. 9-1-62; r. 
Register, August, l fl7 2, No. 200, efl'. 9-1-72. 

Ins 2.065 Replacement of life insurance policies; disclosure require­
ments. 

Hlstor,-1 Cr. Register, March, 1962, No. 75, etr, 5-15-62; a.m. (3) and 
(9) (intro. par.), Regl,ster, April, 1965, No. 112 eff. 5-1-65; am. (2), Regis­
ter, June, 1968, No. l50, eJ?. 7-1- 68; renum. Ins 2.07 to b e Ins 2.065, and 
er. (10), Register. ;Mar , 19 72, No. 195, eff. 4-1-72; expires June 1, 1972. 

Ins 2.07 Replacement of life insurance policies; disclosure require­
ments. (1) PmtPosE. '£he inte1·est of. the life ~nsurance a:m.d annuity 
policyholders must be protected by establishing minimum standards 
of conduct to be observed in the replacement or pr oposed replacement 
of such policies; by malting a.vaj)able full and clear information on 
which an applicant can make a decision in his own best interest; by 
r d11ci:ng the oppoi-tunity .for misrep1·esentation in replacement or 
possible replacement situations, and by p1·ecluding unfair methods of 
competition and wlfair practices in the business of insurance. This 
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rule implements and interprets sections 201.53 (13), 206.41 (10) (a) 8., 
and 207.04 (1) (a), Wis. Stats., by establishing minimum standards 
for the replacement of life insurance and annuities. 

(2) SCOPE. This rule shall apply to the soHcitation of life insurance 
and annuities authorized by section 201.04 (3), Wis. Stats., covering 
residents of this state, and issued by insurance corporations, fraternal 
benefit societies, the federal government or the state life insurance 
fund. The procedures required by this rule shall not apply to the 
solicitation of group, industrial or credit life insurance described by 
subsections (3a), (3b) and (3c) of section 201.04, Wis. Stats., nor to 
the solicitation of insurance which is not in force but which may be 
purchased under a guaranteed insurability option, nor to the solicita­
tion of short term nonrenewable life insurance policies written for 
periods not in excess of 31 days, nor to conversions of term insurance 
to permanent insurance within the same company. All of the provi­
sions of this rule shall apply to non-group annuities except those pro­
visions relating to the Proposal form described in Exhibit A. 

(3) DEFINITION. For the purpose of this rule, "replacement" is any 
transaction wherein new life insurance or -a new annuity is to be 
purchased and it is known to the agent or company at the time of 
application that as a part of the transaction, existing life insurance 
or an existing annuity has been or is to be lapsed, surrendered, con­
verted into paid-up insurance, become extended insurance, be subjected 
to substantial borrowing of loan values whether in a single loan or 
under a schedule of borrowing over a period of time, or changed to a 
lower cash value plan of insurance. For the purposes of this paragraph 
the word substantial shall be construed to mean either a loan of $250 
or more or a loan in excess of 50% of the policy tabular loan values. 

(4) DUTIES OF THE AGENT. (a) The agent must: 

1. Obtain with or as a part of each application for life insurance or 
an annuity a statement signed by the applicant as to whether such 
insurance will replace existing life insurance or an existing annuity 
on the same life and he must leave a copy of the statement with the 
applicant for his records; 

2. Submit to his company in connection with each appli cation for 
life insurance or an annuity a stat ,me:nt as to whether, to the best 
of his knowledge, replacement is involved in the transaction; and the 
name of every company whose policy he has l'eason to believe may 
be replaced. 

(b) Where replacement is involved, the agent must: 
1. Present a written proposal to each prospect solicited not later 

than at the time of taking the application and leave it with the 
applicant for his records; 

2. Submit with the application to his company a copy of the pro­
posal and related sales material or a clear identification of the sales 
material; · 

3. Immediately notify every applicable company of the possibility 
of replacement, and promptly furnish a copy of the proposal and 
related sales material to each applicable company; ' 

4. Present the notice required by subsection (9) of this rule and 
related sales material to each prospect solicited not later than at the 
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time of taking the application and leave it with the ap),llicant for his 
records. 

(5) DUTIES OF THE COMPANY. (a) If agents are involved with the 
solicitation of life insurance or annuities on residents of this state, 
every authorized company must inform its agents of the requirements 
of this rule and: 

1. Secure with or as part of the application a statement signed by 
the applicant as to whether the new insurance or annuity 'Will replace 
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existing insurance and also ascertain that a copy of the statement 
was left with the applicant; 

2. Where replacement is involved: 
a . Secure a copy of the proposal, an i the name of every company 

whose policy there 'is r eason to think may 'be i·eplaced; 
b. Immediately ascertain that a copy of the proposal, and notice 

of the possibility of 1'1"dplacement has been furnished to evel'y com­
pany whlch i sued the insurance being· replaced; 

c. Examine the proposal, and be satisfied that ii; meets the require­
ments of t11i1l disclosure rule and Wis. Adm. Code section Ins 2.14; ~ 

d. Keep a copy of the p1:0posal, and ilie applican t's signed stateme11t 
in its home office fol' at leas.t 3 years indexed so as to be readily 
available to the office of the commissioner of insurance; 

(b) If agents are not involved with the soHcitation of life insur­
ance or annuities on residents of this state, every authorized com­
pany must : 

1. Secure with 01· as part of the application a statement signed 
by the 8.J?plicant as to whether the new insurance will replace exist­
ing i11suxance a11cl the name of every company whose policy there is 
reason to think may be replaced. 

2. Where replacement is involved, the company must: 
a. Immediately notify every applicabl company of the possibility 

of replacement and furnish such compauy with the details of the pro­
pos d instrran and related sales material; 

h. K ell records of these notifications in its home office for at least 
3 years indexed so as to be i·eaclily available to the office of 'the com­
missioner of insurance. 

(6) CONTENTS OF PROPOSAL. The written proposal required by this 
rule must . be in a form substantially as described in exhibit A and 
contain no misrepresentations or deceptive, false, or misleading 
statements. 

(7) VlOLATION. Any violation of this rule shall be deemed to be a 
m.isrepreSmltatiou fo1' the purpose of inducing a prospect to purchase 
insurance and . a)lY person gu ilty of such violation shall be subject to 
section 601.64, VWis. Stats. 

(8) SEPARABILITY. If any provision of this rule shall beheld invalid, 
the remainder of the rule shall not be affected thereby. 

(9) NOTICE TO APPLICANT, When replacement is involved, the agent 
must attach the following notice to the written .proposal which is 
delivered to the applicant: 

NOTICE TO APPLICANT 
Thi~ notice to you is ~or your pr~~E}Ption and is required 

by Wis. Adm. Code section Ins. 2.07, Rules of Office of the 
Commissioner of Insurance. 

I. If you are urged to purchase life insurance and it is sug­
gested that you surrender or lapse or in any other way 
change the status of your existing insurance in the proc­
ess, you are entitled to request and receive from the per­
son soliciting insurance a written proposal signed by 
him setting forth all the pertinent facts bearing on the 
transaction and the advantages and disadvantages of 
changing to the proposed coverages. 
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II. In every case, it is to your advantage to secure the ad-
vice and recommendations of your present life insurance 
company regarding the proposed replacement or change 
in such existing policies. You may secure this informa-
tion by notifying your present insurance company or its 
agent about the proposed replacement or change. In the 
event the replacement or change suggested is presented e by a person representing the company in which you al-
ready have existing insurance, you are entitled to secure 
the views of the home office or of a management repre-
sentative of this company regarding the desirability of 
such replacement or change. 

III. If you are considering replacement of your present insur-
ance, you are advised that, as a general rule, it is not to 
your advantage to drop or change any of your existing 
life insurance for the purpose of replacing it with new 
life insurance in the same or another company, Some of 
the reasons for this are as follows: 
A. When a new policy is issued, its acquisition costs 

must be paid. Almost invariably such costs are higher 
on a new policy than the current costs on an existing 
policy. 

B. The incontestable ·and suicide clauses begin anew in 
a new policy. This could result in a claim under a new 
policy being denied by the company which would have 
been paid under the policy which was replaced. 

c. A new policy usually will be issued at an age higher 
than that of the existing policy and thus usually will 
have a higher premium rate. 

D. Existing policies often have more favorable provisions 
than new policies in such areas as settlement options 
and disability benefits. 

E. Your present insurance company can often make a de-
sired change on terms which would be more favorable 
to you than if you replaced your existing insurance 
with new insurance. 

IV. For the above reasons it is also generally not to the 
policyholder's advantage to put the original policy on re-
duced paid-up or extended insurance or to borrow its 
loan value beyond ability or expectation to repay in order 
to have sufficient funds to pay premiums on a new policy 
in the same or another company, 

v. There may be a few very occasional cases where a re-
placement might be to your advantage. However, your 
best protection in every case is to secure the comments 
and views of your present insurance company before ar- e riving at any decision on such an important matter. 

VI. If, in the negotiation to replace existing insurance, it is 
suggested by an agent or employee of the present com-
pany that the existing insurance not be replaced, you are 
entitled to request from the person making the sugges-
tion a written statement setting forth all the pertinent 
facts bearing on the advantages of the suggestion. 

(10) EFFECTIVE DATE. This rule shall become effective June 1, 1972. 
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EXHIBIT A 
PROPOSAL 

(This form provides !nformation _on ~our present ~ife insurance.) It 
also provides information on the bfe msurance which has been pro­
posed to you.) 
Name of Applicant 

Address ------ ---- --------,----- --------- - - ----- - - - - -
Street City State Z ip Code 

Name of Insured if Other Than Applicant 

Date of Birth of Insured 

1. Compwrative Information 

Item 
Policy Number 
Insurance Company 
Amount of Basic Insurance: 

Currently 
10 Years Hence 
20 Years Hence 
At Age 65 

Basic Plan of Insurance 
Present Amount of Term Rider(s) 
Issue Age 
Issue Date 

t Existing Life 
Insurance 

$--- --
$---- - -----
$-----­
$ 

$-------------

Proposed Li fe 
Insurance 

xxxxxxx 

xxxxxxx 
Yr. Prem. Year Y1". Prem. Year 
Payable Coverage Payable Gov eragu 

Premiu m For: Prem . to Ceases P1"em. to Ceases 
Basic Policy $- - ----- ____ $--- - -------- --------
• Accidenta l Dea th B en . _ __ - ----- _ __ ----- -------- --------
*Waiver of Prem. Ben. ____ - ---- ------ ---- ----- - - -----
*Disability Income Ben . ---- ----- ------ ---- _ ___ ------
Family I n com e or In-

creased P rot ection 
Rider 

Op tion to Purchase A d-
ditional I nsu rance - ----- - --- - -- - --- ----

Other Benefit s ( Explain) ----- -------- -------- - - - - ---- - ---- - - -
T ot a l Current P r em. $---- $--

Frequency of Premium 
Payment ----- ----·-- --
0 lt :Prem ium lJ'or BeneJlt.s : ( A ) le n ot sep a ra ble r.rom bualc p o licy 

pre mium, Ins ert "Inc luded in BtLslc P olicy P r e ni!u rn", o r (B ) ls an ag­
IF gat e p remi u m, show the aggTegate 11r e mlum . 

t rr more U1nn ou x l11t ln g lif E In s u ra n ce pol icy ls to be art ct. d by a 
t r ansactlOfl lncluQ.P.st w ithin t h e d e thtition oJ' !~ r e:pl ll.ccm ertt ~on Lai ned 
In subsection (U ) "Uf the r ule. (1 ) the e.x i ~tl ng life Insura nce co lum n 
of a. separate signed P l·oposal fo r m mus l be ·omple ted tor oaeh au c11 
poll oy providing t he Informati on i·eq u tred by th e form w i t h J~esp e c t to 
exlstJng llOllc lafi, an d (2) a sci;in.i·ate 1J lgn eil Proposal fo~m mus t b 
c ompleted f o·r tho pr op osed JJO liey. 'rhe la tter :Corm m w<t s lrm ma:t•Jze, 
to the extent po1:1s lble, the lntor maLl on co11ce1·nl ng t he existi ng pol!c ies 
set t o rtl1 on the s eparate ·fo rms, and rnust In c lude tlle lnformu.tlo n re­
quired in Ite ms 2 th r cna i;h 6 or U1e Pro p o.~e.l form . 

Tabular Cash Values: 
At Present 
1 Year Hence 
5 Years Hence 
10 Years Hence 

t Existing Life Proposed Life 
Insurance Insurance 

$- --- - $- ------ - - -
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At age (Highest age shown in 
Cash Value Table of existing 
Policy) 

Cash Value of any existing Divi­
dend Additions or Accumulations 
(if available from applicant) 

Amount of Loan Now Outstanding, 
if any 

Annual Loan Interest Rate 
Date Contestable Period Expires 
Date Suicide Clause Expires 
Settlement Option at Age 65 
Monthly Life Income-10 Years 

Certain-per $1,000 Proceeds 

Dividends** 
Is Policy Participating? 
Annual Dividend (current scale) 
1 Year Hence 
2 Years Hence 
5 Years Hence 
10 Years Hence 
Total 10 Years 

$- -------

$---------

$- - ---­
% 

$-------------

$-------------

$---- ---

$- --­

$ 
% ________ _ 

$------------

$ ____________ _ 

•• D lv l<l en ds are based on -tlle LD-- dl v ld n d 1rnu.le. T he divid ends 
shown are not to be coti slrue a u.s g ua r nn teea or es tlrna. t: s of di v idends 
to bo J,Ja.l d in the ru t u re. D iv ln nds d p n d o u m ortal il y •xp eri ence, 
lnves tm on t earnings u.nd o t he r l'acto rn, a nd rn·e d eter1n lne tl each year 
at the s ol e dl 11cretio11 or th e ~ <Jmpany's hoM«l of a1 1· ctors. 

Tho ui;en t is r espon sJ ble tor fu rnishi 11 fr r a u l.red di vlcloud I nf 1·ma tlon . 
J'L is reco mm ndod th a t he ohlu.l n t h is !or U1 p o licy lJ ·l ug replh.cod 
from Lim co111vany issuing lhe 01·ig ino.J insu1•arn.:e. A e a ·n alternat iv e , 
bowe ver, l\o m u y show d l1'icl e u lls <>ll c loses t c IO JlaJ'a b lo 1101\ ·y, amo u 11t, 
ag u od rlun1. tl on t :rchu c une11l stLLlill tl C(l l ma1iuu.ls (l.nte 1·pol o.ll nS" wher e 
n ecessal'y) p rovi tl e tJ L11t. ui·emJu m rate for su ch elosos t c;io m pnrttbl e 11o l ley 
1,~ the same as, or d lO'e r s on ly l 11 •~ '1llB c1u n llaUy from , Lile 11reml um raL P, 
fo1· t h e policy to lrn 1•ep\o.<"!e(J.' Tt l·a to IJQ 1·ccognize CI Lll at cl l_vl<len d in fo r ­
ml\tlon under Ul la u:Iternat lv e m Lhod, \villi r cspecL Lo cxlaung J111<u r(l.1we 
l ll no t likel y to he a.1> a.•curn.le tui <'l lv ltlend lnformatlon olJ Ltt lti cu U.l1·e., u .v 
f rom the company issuing t h e ori g·inal insurance. 

Source of dividend information used: ----------------------------

2. Advantages of Continuing any Exist·ing L if e Insurance : 

3. Advantages of the Proposed Replacement of the E xisting Life 
Insurance: 

4. Additional Information: 
(A) The Existing Life Insurance Cannot Fulfill Your Intended 

Objectives for the Following Reason (s) : 
(B) The Existing Life Insurance (Can) (Cannot) be Changed 

to Provide the Benefits Desired Under the Proposed Life In­
surance. If it Can be Changed, the Reason for Proposing New 
Life Insurance Rather than Changing the Existing Life 
Insurance is as Follows: 

(C) Under the Proposal, the Existing Life Insurance Policy Will 
Be Treated as Follows : 

5. The Primwry R eason foi· the Proposed R eplacem ent of the E x isting 
Life Insurance by N ew Insui·ance is as Follows: 
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6. Additional Remarks: 

Date Signature of Agent 

Address 

I hereby acknowledge that I received the above completed "Proposal" 
and the "Notice to Applicant" before I signed the application for the 
proposed new insurance. 

Date Signature of Applicant 

Note: It Is the position of the commissioner that the changing of a 
policy to one with lower cash values is replacement if the freed 
premium dollars are to be used to purchase additional life insurance. 
This position is not intended to discourage the programming of life 
insurance as it is recognized that insurance needs change, Rather, H 
is i nte.n.d e iJ ·that tl1e l.n a u 1·ed should be given as many facts as possible 
t o aid hlm in malc in~· llla decision. 

Subsec.tlon ( 4 ) ( a ) equires that a copy of the replacement statement 
be ! Oft Wl·th tho app l.atHrt:: for his records. This requirement is satisfied 
If the s tatem eu t 15 !n c1ud.e.il in z·t n )lplica L! On and the application is 
mad a !lint or lh e poll •y . 

The rul e und e 'r p aragrap h (a ) ot s u 'bs ctloTI ( 4) requires a distinct 
nlld s epara t e 11tateinent· by the ·applicant a.a t o his knowledge of re­
p lacem nv ~1nd a d) s Lln c t ll.nd aep1ira t e s latement by the agent as to 
his lcnowledge of replacement. A statement made by the applicant and 
subscribed to by the ag1>11t does not meet this requirement. 

Subsection ( 4) (b) 3. 'makes a purposeful distinction between the 
"immediate" notice and the "prompt" submission of the required ite1ns. 
It is important that "immediate" notice of replacement be sent to the 
co rn11any whose poll •y la I Ing n1J) IROed. T hat c:om pany may tlwn oft r 
l " c o.mmenda t io m1 to lts pol.lcy bo tder l) efore tll·e r e v.laorune n t p o li cy ls 
lssu a. rn some ca.:ie.~ l h e 1·ep\ a eincnl rno[iosal may on Lah1 some i 11-
a.dveJTtent en·o·rs. whi ch s lto u hl be <io rrec· ed b ror o th e propos a l Is 
'fo,1" w1:i1•de d . I:I! 11 tl ce of n1p l11,cam e n t w er e )rn ld up un t il t'h c .~e co n ec ­
t l'o n s w ere mad • l h tl'ausacllon m lght be ompleted ·1 e r o r e Lh or ig ­
inal company has an opportunity to make its recommendations to its 
policyholder. To give effect to the distinction between immediate notice 
and prompt submission of the proposal: 

(1) Compliance with the requirement of immediate notification under 
the rule will be deemed 'Sufficient if the notice, is forwarded within 24 
hours of the taking of the application, or if such forwarding precedes 
all other steps, such as ordering an inspection report or medical 
examination. 

(2) Th e repl1'-Cing compt~ny may, by w rjt t n ;:tg1·e m e at, assume the 
agent' s r espon s !bUJ ty of immed iate n otl1lce.tlo11. I n s o d oing, however, 
the company must d elay poltcy Issuance !or a J>.e1•iod commensurate 
with the d lay •e1;1 u ltlng rrnm \ls a.cllon and 11n11sl l;Je prepared to 
handl0 any dl.ssa tisfnc~ ion o.l' th e a,pplica n L ·,v lth appropriate, remedy 
as, for example, cancellation with fu!l return of premium. 

(3) The r.epla.c !n g- compa ny may, by wT"l tlen a.gre rnent, assume the 
agent 's d tt lt.Y l o aa t·Jsfy th • l'equJ ·renf1mts as set fol"l h in subsection 
(4) ( b ) :i.vu is 1·1~11,son;ib l e to expe,c:t tha t tile r e q uired items will be 
sen t Lo the r e 1, laclng co rn1 u ny wl tl 11·n ~ working da y.$ of the time the 
appl tca.tto11 l s r ece iv ed >rt I. li e '\rnTne 1:111\ce u nless the proposal has to 
be returned to the agent for corrections or additional information. 
In no event should the replacement policy be issued until after the 
required items have been sent to the other company. 

Tho p r ocedures in (J) and (2) comprise a prima facie means of com-

lll la n ce bwt cl o 11 o t p.1·eclude such other means as may prove to give 
mm dl a.te n o t ifi cation and which would come within the generally 

accepted d flnlt i o n or "immediate". 
It is recognized that th :v·res n ~ " 1 otlce L•> A ppJlcant " I.~ not en­

tirely appropriate for use in case.~ In vo lv i ng a rmni lles. 'l' h is r11 le rna k ea 
no attempt to prescribe th;; s p e ifl o word ing of t h\·s notice be nmia 
of the many variables in fh e f ew l·cpl;ti:em<;nl caslls Lh a.L a r e (;o n­
templated. However, it is 11xpeated t.b a t t he company wil l e.s s n m e the 
re~ponsibility of adapting Uie n otice Co/ 1lt a:nnu-tty cases whe n t h y 
arise. v 

History: (See also history of Ins 2.065) Cr. Register, March, 1972, No. 
195, eff. 6-1-72, 
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Ins 2.08 Special policies and provis ions ; prohibitions, regulations, 
and disclosure requirements. (1) PunPoSE. 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 certatn insurance pre­
miums to be sepa1·at ely stated. This rule implements and t' terpre~ _ 
app1ic;Ji10 fat tea including secJions 200.03 (2)1 206.1 ( 2 6.lf[ 
206b-sl 206. , 206.36/ 206.51 (l)""'hnd 207.04 (1) (a) ;( (b), (f ) (g), 
(.h )-i and (i), Wis. Stats. 

(2) SCOPE. This rule sha!l apply to the kinds of insurance author­
ized by section 201.04 (3V,Wis. Stats., and shall also apply to fra­
ternal benefit societies. 

(3) DEFINITIONS. For the purpose of this rule certain life insurance 
policy forms and provisions referred to herein shall have the following 
meaning: 

(a) CoupO?l 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 to 
the insurance contract. The coupons are devised to give the appearance 
of the interest coupons that are frequently attached to investment 
bonds. Although the face amount of the coupon benefit is essentially 
a refund of premium previously paid by a policyholder, it is fre­
quently represented that it is the earnings or return on the investment 
of the policyholder in life insurance. 

(b) Charter policy is a term or name assigned by an insurance 
company to a policy form. Such a policy is usually issued by a newly 

Next page is numbered 17 
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organized company aml jt Is solcl on t.he bai;i that its availabili ty 
will be limited to a specific predeteTJnined numbei- of units o:l; a fixed 
dollar amoru1t. Such 1?ol iuies generally provide that the policyh.older 
shall pa:i·ticipate in the e1:U'nings resulting from either o · both par­
ticipating policies and non-participat.i.11g policies. It is cha.;racteristk 
of au.ch a p olicy tlmt. ln its p 1·cse11ta tlon to the public i t is r epresented 
that the policyholder w ill l'eceive a sp ·ial advan tage in any future 
di stribution of ea1·nin g'!I profits , divid nds or abatement of p r Clnium . 
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 E xecutive Special are 
frequently used for policies of the type herein described, and for the 
purpose of this rule when they are so used they shall be considered 
as charter policies. 

(c) A p?·ofit-shaq·ing v olicy is a11y policy fo1·m which contains p r ovi­
sions representing that the J:)olicyholdei· will be eli gible to µar ticipat , 
with special advan tage not ava ilable to the }Jersorn; holding other 
·l;ypes o:E polici s issued by the same company, i:i1 any future distribu­
tion of general col'porate profits. Su c.h i1olicy fo rms aJ:e so ch·afted 
that it appears to a prospective policyholder that he 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 premium payments. The pr ovisions of 
the policy may incorrectly represent the amount and source of surplus 
that will be available for apportionment and return to policyholders 
in the form of dividends. Policy forms using sucn 'terms as prop,ts, 
surplus, or surplus-sharing in the manner herein described shall, for 
the purpose of this rule, be considered as profit-sharing policies. 

( 4) PROHIBITIONS, REGULATIONS, AND DISCLOSURE REQUIREMENTS. In 
accordance with the purpose expressed in subsection (1) of this rule 
and in consideration of the apparent intent of the legislature, 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 being 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 containing a series of one-year pure endowments 
or a series of guaranteed periodic benefits 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 misunderstanding. Such policies are founded 
on the utmost good faith 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 misrepresenta­
tion. Therefore, on or after April 1, 1965, no such policy herein 
described shall be approved for use and no such policy heretofore 
approved shall be issued or delivered in this state unless: 

1. The policy is nonparticipating, 
2. The payment of a pure endowment or guaranteed periodic bene-
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fit is not contingent on the payment of premiums falling due on or 
after the time such pure endowment has matured, 

3. The gross premium for the pure endowment or guaranteed pe­
riodic benefits is shown prominently and separately in the policy dis­
stinct from the regular insurance premium, 

4. The gross premium for the pure endowment or guaranteed pe­
riodic benefits is based on reasonable assumptions as to interest, mor­
tality, and expense, 

G. The number of one-year pure endowment or guaranteed periodic 
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 or guaranteed periodic benefits of the policy to be nothing 
other than insurance benefits for which a premium is being paid, 

7. All representations of the total premium for the policy contract 
also show the gross premium for the pure endowment or guaranteed 
periodic benefits to an extent such that the prospect or purchaser is 
fully informed as to the separate costs involved. 

(c) Charter policy forms are defined by section 207.04 (1) (f), Wis. 
Stats., 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 pre­
miums. Therefore, no charter policy shall be approved for use and no 
charter policy heretofore approved shall be issued or delivered in this 
state on or after June 15, 1962. 

( d) P~ofit-sharing policy forms are 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 in­
terest in the future profits and earnings of the insurance corporation. 
Any distribution to a policyholder of the company of earnings, profits, 
or surplus is a refund of the excess premiums paid by that policy­
holder. Such distribution must be fair and equitable to all policy­
holders, it must not discriminate unfairly between individuals of the 
same class and equal expectation of life, and it must be in the best 
interest of the company and its policyholders. Therefore, no profit­
sharing policy shall be approved for use and no profit-sharing policy 
heretofore approved shall be issued or delivered in this state on or 
after June 15, 1962. Further, on or after June 15, 1962, no partici­
pating policy shall be approved and no participating policy heretofore 
approved shall be issued or delivered in this state unless the policy 
provides without deception or misrepresentation that the source of 
any dividends or abatement of premium is limited to the divisible 
surplus derived from participating business. 

(5) SEPARABILITY. If any provision of this rule shall be held invalid, 
the remainder of the rule shall not be affected thereby. 

Note: The above rule is the end product of a careful study and evalu­
ation of the transcript of the hearing on January 16 and January 17, 
1962, on the proposed rule. Due consideration was given to the exhibits 
and the prepared statements presented at the hearing and to the several 
briefs filed subsequent to the hearing. This Is the first time since the 
passage of Public Law 15 that such a large amount of legal and actu-
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arlal talent was tocusetl on those 1rpeclfic matters of the life insurance 
business The numbe r 1.wd sl?.e of the briefs and exhibits reflect the 
substantial Um lnv olvetl wllh their preparation, and the Information 
they coulalned cast con s\tle1·at:il ll g hl on the issues under consideration. 

It is or interest to note tbnt the firs t counnn-tYP•l 11.l:'e in~mrance policy 
w.a.9 accepted tor nae In ~Vlsconsl'n nbon L 19•l0. CJ1a.ple1· ~07, Wlscon.sln 
Statut:cu1, 1· lat-Ing to Unfair Insurance Business Methods, wa<i enacted 
in 1D·l7. ln 19fi9 a n ewly organized company commenced Lile use oC a 
u.harter-t:ype ·011t•on policy with profit or 11urri tus s haring provisions. 
Because or the Infrequent submission ot such a type of Ille Insurance 
policy, Lh lnsurauce epal'trn nl per.sonnet dld nol fully apprecla.to the 
latpe.at or the provisions of Chapter Z07 (l!M7, c. 520) on lh (;l provisions 
uf J! r.e lns1.1,r11.nce pollciea l\l lc d pi11·s ua1~t to /3 ell on 200.17, Wlsconsl11 
Sta.tutes. '!'lie information macle o.vaila'il le as a 1•esnJt of the hearing 
sei·ves lo bring the Issues o.nd lhe l'llllUlreme nls ot statutes more c'Jearl:V 
In focus. 

An administrative agency h ll.ll a r s11011sll lllty le) ·orrec t any errors 
IJl admlnlstrat1on oC til e stnlulce which u.re brough t 1:0 Its a ttention . 
Tho premise 11uggested 11.t the hearing hy the oppon 11ts o( the .Pl'OJ~os d 
a·uJe that a p1·evJons ll.dllllnlstrutlve ruling (e.oceµtance or the policy) 
ahould be controlling Rn.d should. not be l'e voi1•s d ls nol strpported by 
the Wl1;1coni;ln f;upr rne Court. In Univ r sa.l Untlerwrltors vs. Rogan, 0 
Wla. (2.d) G23, the co111·t in effect st\ld tllut. In cas of o.rnhlgulty In a 
,.ta tu te, pro.cll cal lnterpr it\tl n over 1 long p l'IOd by th n.gcncy 
c lrn.rg d '\v1·L11 lLdmlnistratloh of an net ot• s ta.tute may be deemed con­
trolling, but wbor thero ls no nmblg Lt lty In the law, a pr vlon~ aumln­
rstrl\.tlv 1·u1!11g lher. on cannot be g'lvcn fL'llY weight as ti.n nrlmlntstra­
tive Interpretation. Tho basic i·espm1slhi ll ty tor the clnttth1g and con­
struction or law(u I 1 ollcy forms r s la \Vllb an lnsunrn n ·0111pa11y and 
Its n.etual'l 11 and ln.w:vers. Jn r eviewing policy foi·rns, lhci lnsurancc 
l'.>opartm nt, while seetdng t pl'ote t the public Interest t the bosL of 
tt11 n.blllt}', do A not lnherl 1l11lf ba.slo responsibility for !:h(). Jo.wfulnes11 
11! aTIY pru•t 01• all or e.n tus111·11.nce co11lro.ct. 'l'llorefm·e, IL rtD tlears 1woper 
Lo mn.kai a rl · termination M th matters A.l lu.L nd ba~~ed on tl1e merlts 0:1' 
the Issues ti.nrl without e.n obliga.Uon to b c-0nlro.lled by a. 1 rev!oua 
n1 ling. 

Ll:Ce insurnnc contra ' t s , mo1'e lh nn any oth r klnd ot h1suJ·anc:e, a re 
made on tbe bal!lla or the utmost good fa ltli o ·( Uae lnsurflt'J<!o company. 
U ls fundamental Lhnl tile provisions of such con traots ho rl vised wlt11 
c larity and precisl m . Th commlsslouc r hn.s n.n obl! gntlo11 to seo U1al 
tll public h1t l'l'sl l> e Rerv d n.t1d tho sla tut comp ll d w.it.h by refusing 
to o.ccept J)ol!o les t hat a.r e or tend to be m!al adlnr; or d e pttve. Se tl o.n 
201.li3 (1 ), \Vis 011slu t:i.t\ales. states lhat: "No Ins u rance ·~01npany shall J 
me.ke any .agreement of lnsn1'fl.l1Ge oth er thr.tn a." J)lalnly ·11· ssed In 
~he pol icy." 

The prlncipo.J 1/ilBues lnvolv •d a i·e wlH'!ther 01· not lire Insurance cou1>011 
polic ies, barter poll ·I s, o.nd pro·nt-shar lng' policies a.i·e eo11slstc11t \vilb 
o.nd are uutho1·!~ecl by stutute. Som e ltfe ln~n11· 1~mh omparnlei; Issue 
pollcy forms mbody!ng on 01· more ol the,; f 11tur ~ 111 a i;lng le pol!cy. 
Tl la necessary lho.t ea.c h of these types 01' polici s h 11ia ·nssed sepa­
rately v n though t h r Is s m ovcrlappi11g t th lssue11 Involved a nrl 
some of the same co11 siileratlons a.re present i•1 two or more ol these 
policies. 

In respect lo the s o-callntl oupon policies, whel'e in e. aeri s of coupons 
o.r aolcl In cqnju11ctlon with conveut lonn,l II! 1ns1nan e, thei·e la no 
dispute hu tluJ.L the 1!ou11011s are a series~ of one-year pure e n dowments. 
This being: t1•ue, they ii 1ould be properly ·ldcntlll d as 1:111 h, 'l'o print 
the coupon In tl1e r otor and -fot·mat 01' lntEJrest coupons co111111011ly 
att1Lohed to Lnvestme.nt licinds tllsg·u1aea the true nature of the prniluct 
being purchased by U\e public. A serleR o! crn e-year endo\vinents at'fords 
a special lyPe of benefit which th average .life lm1uranoe lrn:;ror woulcl 
s ldom p1.u·che.se IJ' ho were In vos11es11ion~ ot the tull Information nn-
crnlng lhe premiums paltl for U1e J ure endo\vi11ent heneilt11 provicl d. 
The g l'O!Hl premium cost to the pollcyhOldei· fol' the P1.ll'e endowment 

l>encOts can he l' ear,ll ly de ermined by tJ1e om11 a 11y by loacl it1 g the bene­
fits to b a f't o1·docl with h ap1)\Jca!Jlc exPens • Items su h a s pl'emlum 
tn:xes, acuutsltlon cost, o.ncl comprmy e.dmlnlstra.~lon expense11, with con­
l!lde.rat!ou for items s uch l\s Interes t, mortll.Uty, policy lapses, etc. It 
has bce11 o.rgouecl that It Is onlv 11e0-0.'>ljary to cllsclose the net premium 
co.~t. wltich Is tlie 11rem ium 1ie dod to lll'Oyhl th b c n nts, wlthO\lt 
rocogn ltlon ru1cl ln <')lusion of the compnn.v- a<lm!nlsfrntlon expenses ai1d 
overhead. The)'le othe.r expena s do exist a.nd It no s hown wllh t he 
f,uro endowment premium lhey lhe11 are an atlrllt lonal 1011.cl on the Hfe 
nsu!'anoe being purcbnsed ln conj1mction wllh tl\e pure endowm nt 

benefit. To 11.rgu tJ1at It Is only necess11J·y to d isclose a po1•tlon o! the 
premium cost is to argue tho.t It is l egal and nropP.l' to deceive the 
Pul>lic Into !Jellevlng that they are purchasing l:J1e enc:lowm n t benent 
at a premlum cost that I:'! ~a'ltJ•actlve Jn t·elatlon to lhe benefits. Jt ls a 
re.ct thnt he gros~ p1·eml\lm <)Oa t will frequently be aubstanli11lly 111 
excess o·r b n<Hll.11 rt>t111·necl lo th nolt ny holcler. At !) s l, 1.he total or the 
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raco v~lne or t11e l>Ul'e e n ll owwcnt boneflts wo nld u11p 1·oxl 111aco or bl\ 
o nly s ligh tly g" tllo r ih•:'l-n l11e '1.P'lal gT Sil JH'•un1 u m JHl.1•1 by t he pollcy­
holtl !lr. IL is .. rrnl lu the 11ubllc lntel"oa l . n or Is H cons.laluu l wlt il sect ion "' 
201.53 (1), 206.51 {1. ) C•nd 207.°'1 CJ.) (n.), Wisoon 11l 1J tatul a. lo p e rmi t 
such a d ocoptle>n and m l11rel)r s ntaLl r.m oE the g rn11s premium ·oat or LL 
series of one-~rear pu1·e e n!lowments or· of· n.ny fJer ies. o r g u aran teed 
per iod ic he 11 11 flt11 11111.t\Tl'lng du ri ng· th e prernlnm-1111.y lng J'I l'iod or t lrn 
policy. 

Charter policy is a name given to a life insurance policy, usually by 
a newly orga. hizecl lrnn111ance t'O lllprui •. . ltf.i l>alilc )'.lUl"J}os l11 to p1·ovl d 
the compan y ag- n ts witl1 a po licy Corm that .ls l'lapecin.lJy a.ttrn.<:tive to 
th e p1J1· ·lutsei· 111 1:rrn r 1· thi<~ th 11 .w om1Ja,ny wnl l1a vc a compet1tlve 
Mlv(Lntage. The nature ot til l') . . h arler-type 1iolioy 'is thnt it ie profit­
s liurl11g or t ha.t the poll l'l iolrle1· will p:irtlc lpn,te In tlie lo11 g-le,·m er•rn-
1.n gs or the company. 'l'h ~ 11 Anal r eJ)resenLati < n i& tl1at the poUcJ11s w111 
be Issued to t he ext:en~ of a p 1·edeterm !n13c1 th(ld number o·f units an (l 
l'h'o.t the pnllcybolder wll'l be one of n 1· la. tlve l:v 111'11••11 and J tml ted num­
ber of the 01:lginul vo l icyhold r.as o( U10 c ompany wllo will ulllmate ly 
sha.re i n · h lw!!l.n css su ·ce:;s of tho ·on1 l1n.n y . White U1l11 may lJB a. 
ll!l«r~u l cl'evic:i> lo a id a n ew oourpany Jn g_ t Ing s tarte d in business. the 
le~.hn l Qu , I! it ls · o be Jl rm i tle~. m ust be eomrlslen t w ith ~h e l·equ t1·e­
nHmts of a l a. t ut u. Seo tion 207.04 (l l (C) stntcs Uiat " Isau lng . .. s.ny 
~llOC!lit l Il l' .adviso1·y bna.l'"cl c(m tro.ets or other (lOn trads o( any kind 
p1·omlsh1 g 1·et\1r.n11 and 1·0!1Ls us 11.11 lndu c m nt to l n s uranco" is (Lil 

un fa. ir m lhod of Qompotlttrm a.na is an u·n t'a1r a nd deceptive uct or 
practice In th lll.ifl lness or ln11u·1·i1nco. Such b·a do p t'acliccs ru·o 111·o hlb­
tted b y secllo n 207.03. T lie tech ni ~1 ue of o·n:er-[11g nit1nna or pro1l ts 1.o 
a. ~mal l. group of U1e llrst 110Hcylrnid e ra or a ~om i;i r.my b c lea·i·l y co n t.rm· ~· 
to iitat ute. n ls a ·h 11. 1'actol'l~ Lic:: of ,,11al'l 1· pol!chi" rn o.1: tf1cy' rotn·es n l 
t hat th e pollr.iy h ol cfo r wlll 11ri.rti clp11te with special advantage In the 
long- · rm n.r n !ngs o.r t1 1e company . T lt ls 11' a ml.arei: re1ie11tall o n wl11• rt 
1•fow0d In t h e. light of t ba reunlrem ent of section 2Q0.~3 (J) Uiat "No 
lire l.t1su 1•0.nc c 1·11n11ny el1a. ll mak e or 1 e rmlt any (l l11t1 nctlon or d l.s­
c)· imination between lnsu 1·un te o:f the same class a.ntl elJ Ull.l. e · pectatton 
or Hf In the u.mo 1rn l or 1H.1.ymenl of pr mi ums 1• l11 a n y retm·n ll:I'. Jll'e­
mium, dividends or other advantages." After consideration of the issues 
involved it cannot be concluded that charter-type life insurance con­
tracts are consistent with the requirement of statute. 

Profit-sharing is a name used to describe any life insurance contract 
which provides that the policyholder will participate with special 
advantage in the general surplus accumulations of a life insurance 
company. If the r:om nany l1<su i11g s 11 c h p olicies issues participating 
policies exclu s i:v e h'. then t l 1 ~ 1•ight of each policyholder to participate 
in the surplu ~ or Ll'lfl Oll11'ftll~' ·Is the sn.me as the right of every other 
policyholder of ll'IB Ctnnprmy. I n such cases the statutes (206.13 (1), 
206.33, 206.36, and 207.04 (1) (I'.')) require equitable and nondiscrimina­
tory annual apportionment and return of the surplus accumulations. 

However, the matters Involved are much more complex when a life 
insurance company issues both participating and nonparticipating poli­
cies. Underlying the matters to be considered is the fact that any 
dividend on a pal'ticipo.tlng Jlolicy is essentially a return of excess 
premium paid b y tha 1>01J cyho1der. Section 206.13 (1) provides that the 
participating pollcy, by its L rms, must give the policyholder the full 
right to participale annnally in the surplus accumulations from the 
participating business of the company. The issue in question is whether 
the statutes authorize a life insurance company to issue contracts which 
provide that a class of participating policyholders will participate with 
~P a la 1 n.avan l1.1.g In t h long-term corporate ea•1•nln ga o·r the company 
011 bot.h nartl ci pat ln.i; a nd nonparticipating business. Section 207.04 (1) 
(g) 1 cl e llnes aa a !'•!' h ibited unfair discrimina tion ibe "making or per­
mlttl11f:" any ul'lfa!J• d iscr imination between indiv ldualo of ·the same class 
and equal expectation of life in the rates charged for any contract of 
life insurance or of lifr annuity or in the dividends or other benefits 
payable thereon, ... " Section 207.04 (1) (h) defines as rebating, pro­
hibited by section 207.0o, the "paying or allowing or giving or offerlng 
to pay, allow or give, directly or indirectly, as inducement to such in­
surance or annuity, any rebate of premiums payable on the contract, 
or any special favor or advantage in the dividends or other benefits 
thereon, ... " From this it car> be concluded •that the statutes do not 
permit the issuance of a contract which gives the policyholder a promise 
of rehate of premium or a special advantal','e in dividend. Section 207.04 
(1) !i) nrovin<>s thet, in resned to diRrriniin1ttion and rRbatP.R. thR pro­
visions of section 207.04 (1) (g) and (h) do not prevent the abatement of 
premium out of surplus accumulated from nonparticipating business 
providfld thrut such abatement of premium shall be fair and equitable 
to policyholders and for the best interest of the company and its policy­
holders. This statute Is the only authorization for payment of dividends 
from the surplus accumulated from nonoa:rticipatlng business. The Im­
pact of this statute is that any distribution of surplus accumulated 
from nonparticipating business must be fair and equitable to both par­
ticipating and nonpartici nating policyholders and for the best Interest 
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cir the compa~1y a11d tho partictpo.tillg und nont>n1•ticlpati n g pollcyhoJd­
nrn. '£hlls, o. participating policy which pu 1·po 1·b1 lo p1·ovide by .£tl! own 
terms or by t'he ne~ J"eBUlt Of lhe appllct..tlon of HR t rma •l liat the 
polil~y h Id r wlll part-I •lpa l in the .au1·rlu11 ac umi1 la,ted on nonpnrtlci-
1iatl ng lmslnesa Is not a tnrn 1·0111·e.se11 aillo u of re. t str1ce the part-lcl­
po.tin g po)lcy <:an only participate to ll.11 extent tlmt la eq1.1lto.bie wH'h 
U1e r1 1l. rtlcip11.t1on or the nontiu. 1·t lclnath1g 1>01Jcy, and t be equll:nble 
11on(l no t ml:n·c1n·cal•nt the r lgh ·a of the pollt:yholdor m e nonpa.1·t1c1pa.ttng 
p ll cy shou ld hav Llle s1111'e provfs lon for ~1artlclpal1 1m In the earnings 
on the nonpartfoipwting b\111lncss. If s uch a 1 revi sion wel'o to be inserted 
In. all non[la.r tl olpa. Ing po lic ies, such .11oli c le1' t hen, !Jy tlletr own terms, 
b econ'.rn ptu'tlc'l ptLtlng P• l lcles and lhe dlalrlbutlon o:ll d iv id ends wo1,1ld 
h g·1,>ve1·ned l;y 'he statutes cl.t ad above and •tho purpoJ·ted s11ec la l 
a. cl vti11lu.g wou ld not x.lst. [l cru1 be concluded thiit pa.rtlclpa.tJng policy 
·rorms Issued by l ife insuran ce compal'!ies should accurately stl•te the 
rondl•tlons lmnoaeil 1 y statute !or dlstrlbutlon or sm:pJua accumu!Q.tlon". 

Tl Is a lso ~vorthy of meullon t11a.t the Wisconsin Secinltlcs Law, In 
seclicm l 80.02 (1). d eflnef! a s curlty as Incl ucllng "any ITiterest, sbo.r 
C'I' pa.1·tlaiJ)a.~ion \n l\ny \11'nf1ts, enrnlnp;s, proflt-shar n g agreement, ... " 
TllC're b.ppears to he su )Slantlal avid nee tbo,t if lhe profit-sharing or 
snrp ln s-alrn.rl n g type or rolicy were to be considered lts complying wllh 
tll ln11urnnoe sta;ru les I · would then l1e considered as wt hln the deft ­
n ltfon o.f n. .s cu!'lty an<l e ubjP.ct to regulation ar;. uch. 

The pr visions or 'Vlsconsln Adm lnl&tratlva ode section Ins 2.08 are 
intendm.l to npJl ly onJy to policies iRsued on or after Its effective date, 
and it rloM not a11p'ly to contrriot.'< lssu ed p1·Jpr to the effective date. The 
adoptiDn of •the rul e s lrnuld nol t1!1<tul'b 01· cas t doubt about the validity 
nr prevlot1sly ltisuer;l contracts o:I' the type d escribed In the rule. Such 
0ontrncls wer<' l&q u e rl Jn ""4J<1tl ffl llh I y lh h1s111·ance companies, and 
there is no rolroa tlve lmpa t of the rule. 

The amendment 'l.o subsection (4) (b) of this rule, et!ectlve Decem­
IJ r J., 196 1, cloes noc impair the validity of any contracts in force prior 
Lo the effective elate and does not prevent a company from performing 
on any s uch contrn.ots. 

History: Cr. Register, May, 1962, No. 77. e ff. 6-15-62; am. (4) (b), 
Register, August, 1964, No. 104, eff:. 12-1-64; am. (4) (b) (intro. par.), 
Register, March, 1965, No. 111, eff. 4-1-6G. 

Ins 2.09 Separate and distinct representations of life insurance. (1) 
PURPOSE. The interests of policyholders and purchasers of life insur­
ance which is sold in connection with any security must be safe­
g11arded by providing them with clear and unambiguous written 
proposals and statements in which all material relating to life in­
surance is set forth separately from any other material. This rule 
implements and interprets sections 201.05 (3) (a ) ; 201.53 (1 ) , (2), 
(8), and (13); 206.41 (10) (a) 7 and 8; 206.51; 207.04 (1) (a), (f) 
and (h) ; and 208.33, Wis. Stats., by establishing minimum standards 
for the form of proposals and statements used to sol icit, service, 01· 
collect premiums for life insurance which is sold in connection with 
a mutual fund or other security. 

(2) SCOPE. This rule shall apply to the solicitation of, negotiation 
for, procurement of, or jo.int billing of any insurance specified in 
section 201.04 (3), Wis. Stats., within this state or involving a resi­
dent of this state whel.'e it ~s 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) DEFINITIONS. For the purposes of this rule: 
(a) "Proposal" includes any estimate, illustration, or statement 

which involves a repi·ese11tatlon of any premium charge, dividends, 
terms, or benefits of any po.licy of life insurance within subsection (2). 

(b) "Life insuxance" includes life insurance, annuities, and 
endowments. 

(4) RESPONSIBILITY OF INSURER AND AGENT. No insurer and no in­
surance agent shall make, in connection with any transaction within 
subsection (2), a proposal or billing other than in accordance with 
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this rule. Every insurer must inform its agents involved with the 
solicitation of life insurance on residents of this state of the require­
ments of this rule. 

(6) WRITTEN PROPOSAL. In any solicitation or sale within subsec­
tion (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 or proposal is made. 

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

(a) Be dated and signed by the insurance agent or by the in­
surer 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 mislead­

ing statements; 
(e) Show the premium charge for life insurance separately from 

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 insurance 
separately from any other values; 

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

(h) Set forth all matters pertaining to life insurance separately 
from any matter not pertaining to life insurance; 

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

(7) STATEMENTS TO BE SEPARATE. Any bill, statement, or represen­
tation sent or delivered to any prospect or policyholder must 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) VIOLATION. Any violation of this rule shall be deemed to be a 
misrepresentation of the nature of the life insurance involved. 

(9) SEPARABILITY. If any provision of this rule shall be held in­
valid, the remainder of the rule shall not be affected thereby. 

HIHtory: Cr. R egister, October, 1963, No. 94, eff. 11-1-63. 

Ins 2.10 "In the same industry", definition of. (1) The phrase "~n 
the same industry", as used in section 206.60 (4), Wis. Stats., may be 
construed so that establishments engaged in one of the following ac­
tivities may be considered as being in the same industry: (a) retail 
trade, (b) wholesale trade, (c) service, (d) mining, (e) contract con­
struction, (f) finance, insurance and real estate, and (g) transporta­
tion, communication and other public utilities. 

(2) The principal activity of an establishment shall control its 
classification. 

(3) An insurer may submit other classifications of establishments, 
subject to the approval of the commissioner, which it believes may 
properly be considered as engaging in activities which are "in the 
same industry". 

Nott:: The above rule Is an outgrowth of the h earings held by the depart­
ment on December 17, 1963, to consider the formulation of rules and guide. 
lines which insurance companies could uRe to detE>rmlne what groupings 
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of employers might be permitted by the phrase "in the same industry" in 
sections 206.60 (4) and 204.321 (1) (c), Wis. Stats., to obtain group insur- v 
ance coverage for their employees through the establishment of a trust. As 
a result ·of the hearing, the department has reviewed the background and 
history of the "in the same industry" provision which was adopted as a 
part of the "Group Life Insurance Definition" and "Group Life Insurance 
Standard Provisions", revised at New Yorl{ 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 the labor market with the large employer. It has been emphasized 
to the department that the statutes involved are insurance statutes and 
that there is no underwriting reason which dictates greater d·etail 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 
s etting u p 1mch a plan, and s uch does not: appear to be requ ired no1' 111 the 
publlc In terest 

Th e 1•ule applies only to organiza t ions en !fr!lA"Od In rtctlvltle£ othe'r" than 
ma nu fl.l.chn:ing. Com1mntes underwriting m ul t;J p le empl oyer trusts ~or em­
ployees eng8.g1.)tl In m arn1ro.ctudng s ha ll be .g uldecl by the opin lo1111 oC the 
atto.rney gen:eral of th,Q s t a te of 'iVis"on sln, dated J a.n.uary 16, 1958, a n d. 
DecembBr 30, 1058 (47 O:AG 16 and 4'7 OAG 326) . 

F or a gon <: ra l guide .as to the type,s of qrgnnl :i;atloaa w h ich :fall within 
each or the g'!'Oup).ag !;I Ustcd ln s ubseo tl n (1 ) or t his r ul e, t he deJ?ar t men1l 
s:uggests: that lm1w·ers r efer to lhe cllvislon headin gs roun d In he "Standa.rd 
Industrial Classification Manual" prepared by the United States Bureau of 
th~ Bud !l:e t, 'l'eclmlcal Commi ttee on I:ndust rlal Classification, Office of Sta­
tis tlca.l SW.11cla.rds, 1057, •\ml to othe1· slrulla r material such as the industrial 
chuisiil~t!on stmtlng on page xr o f the "U.S. Census of Population 1960-
Cla.s&l lle<l Index o.I.'. Occuriat tons nnd lndustrl es," published by the United 
States Depa rtment of Corrnn or ce, Burna.u of t he Census, 1960; and Volume 
V, N . .1, "Wiscons in Commcr<Jc Repor ts ." B ureau of Business Research and 
Service, Madison, Wisconsin, April 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,

1
"'\vis. Stats., shall not 

include policies issued iri connection with: 

(a) Employee benefit trusts or plans conforming to the require­
ments of subsection 272.18 (31) (a)j/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 from federal income tax and for public schools; 

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

(2) FRANCHISE UNIT HEADQUAftTERS. 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) ACCOUNTING. All premiums paid in connection with franchise 
life insurance on Wisconsin residents shall be reported for annual 
statement purposes as Wisconsin business and shall be subject to the 
applicable Wisconsin premium tax. 

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

Ins. 2.12 Exceptions to unfair discrimination. The following prac-
tices, without being all-inclusive, shall not be consi~red unfairly dis-i/ 
c1·inlinatory a.a considered by sections 206.33 (1) tafid 207.04 (1) (g), v 
Wis. Sta ts.: 

(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 othe1· similar plan at a. reduced rate or 
with special underwriting considerations reasonably related to the 
savinga made by use or such plan. 

(2') Issi.ting lile insurance policies or annuity contl.'acts at premiums 
deLermb1ed by rating plnns which 1Jrovide for modification of premi­
ums based on tbe amount of insurance; but any such i·ath1g IJlans 
shall not result in l'cduction in premiums in excess of the savings 
i·easonably related to the savings made by use o! the plan. All cost 
factors must be given proper recognition in order to p1·eserve equity 
between various classes of policyholders. 

(3) Issuing so-called "family plan" life insunnce policies which 
include insm·ed, spouse, and their children with the premium calcu­
lated on the basis of the family unit. The rating plan must give t·ec­
ognition to all cost -factors in order to preserve equity between val'i­
ous clusses of policyholdel'S. 

(4) Issuing ·policies under the authority o:!/. sections 201.04 (3), 
(3n), (3b) or (3c), 201i.fi0, 200.63, or 206.64, Wis. Stats., with the 
premium calculated on the l.Jasis of the avoi·age age of ~hose insm·ed 
or calculated in some other manner which is ap})roµrlate for the cov­
erage offc1·ed, provided t11at the l'ate must be r easonably l'elated to 
the coverage provided and to the savings made by use of the rating 
procedure. 

(5) Issuing life insm-ance policies or life annuity conti·acts 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 Ta..'C Retirement Act of 1962. 

(c) P la11s used to fund rctfrement benefits 'for cmployes oi certain 
organizations exempt from Federal income tax and public schools 
(so-called ta.x sheltered annuity pinna) . 

( d') Franc]Jjse life insurance 11rovided under th.e provisions of see­
.. tion 206.64, Wis. Stats. 

Hl,.rnr,-• Cr. Register, ?ifay, 1964., No. 101, eft. G- 1-G4. 

lns 2.13 Sc11arate accounts and variable conb-acls. (1) PURPOSE. 
This 1·ule creates standards for establishing 'Separate accounts and for 
issuing contracts on a va1·iable basis, both as provided by ~ction 
206.385, Wis. Stats. 

(2) DEFINITION. (a) The term "contract on a variable basis" or 
"vm·iable co11tract," when used in this rule, shall mean any policy or 
contract which provides fo1· .insurance oi.· annuity benefits which may 
va1·y accord ing to the investment exiJerience of any separate account 
or accounts maintab1ed by the insu:i:e1· as to such policy or contract, 
as provided for in section 206.385, Wis. Stats. 

(h) "Agent.," when used in this rule, shall mean any po1·son licensed 
as a life insurance agent. un<ler lhe laws -0f this state. 

(c) ''Variable contract. ag<mt," when used in this rule, shall mean 
an agent who shall sell 01· offer lo sell any contract on a variable basis. 

(d) A "satisfacto1·y alternative examination" to part I of the writ­
ten examination called for by paragraph (c) A>r subsection (9) of 
lhis rule shall include any securities examination which is declared 
by the commissione1· t.o be :m equivalent examination on Lhe basis of 
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content and administration. The following examinations are deemed 
to be a satisfactory alternative examination: 

1. The state securities sales examination; 
2. The National Association of Securities Dealers, Inc. examination 

for principals, or examination for qualification as a registered 
representative; 

3. The various securities examinations required by the New York 
Stock Exchange, the American Stock Exchange, Pacific Stock Ex­
change, or any other registered national securities exchange; 

4. The Securities and Exchange Commission test given pursuant to 
section 15 (b) (8) of the Securities Exchange Act of 1934 (15 U.S.C. 
section 780 (8) ) ; 

5. The examination recommended for the testing of variable con­
tract agents by the National Association of Insurance Commissioners, 
wlhen adopted by the insurance department of any state or territory 
of the United States and approved for use by such department by the 
Securities and Exchange Commission. 

(3) QUALIFICATION OF INSURANCE COMPANIES TO ISSUE VARIABLE 
CONTRACTS. (a) No company shall deliver or issue for delivery vari­
able contracts within this state unless: 

1. It is licensed or organized to do a life insurance or annuity 
business in this state; and 

2. The commissioner is satisfied that its condition or method of 
operation in connection with the issuance of such contracts will not 
render its operation hazardous to the public or its policyiholders in 
this state. In determining the qualification of a company requesting 
authority to deliver such contracts within this state, the commissioner 
shall consider among other things: 

a. The history and financial condition of the company; 
b. The c;haracter, responsibility and fitness of the officers and 

directors of the company, and 
c. The law and regulation under which the company is authorized 

in the state of domicile to issue variable contracts. 
(b) If the company is a subsidiary of an admitted life insurance 

company, or affiliated with such company by common management 
or ownership, it may be deemed by the co:nµnissioner to have satisfied 
the provisions of subsection ( 3) (a) 2. vtlf this rule if eitiher it or 
such admitted life company satisfies the aforementioned provisions; 
provided, further, that companies licensed and having a satisfactory 
record of doing business in this state for a period at least 3 years 
may be deemed to ha~ satisfied the commissioner with respect to 
subsection (3) (a) 2. of this rule. 

( c) Before any company shall deliver or issue for delivery variable 
contracts within this state it shal! submit to the commissioner: 

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

2. If 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 the commissioner, biographical data with respect 
to officers and directors of the company, 
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(4) SEPARATE AccoUNTS. (a) A domestic company issuing variable 
contracts shall ~stablish one or more separate accounts pursuant to 
section 206.385 ,./Wis. Stats., subject to tJhe following provisions: 

1. Except as hereinafter provided, amounts allocated to any sepa­
rate account and accumula tion thereon may be invested and reinvested 
without regard to any requirements or limitations prescribed by the 
la vs of this state gov · ·ning t11e investments of life insurance com­
panies ; p1:ov ided, that to th xient that i;he ct?mpany'$ res i·v ' lia­
bilit-y wi.th regar d to a. benefits g ua.J.'Ul}te .d as to dollai: a111ount and 

m:at ion, nnd I . Funds g natanteed as to principal amount or siaterl 
rat nf int 1·est is maintain d in any s parate account, a portion of 
the assets of such separ ate account at least equal to such reserve 
liability shall be, except as the commissioner may otherwise approve, 
invested in accordance with the laws of this state governing the 
investments of life insurance companies. The inve <;tments in such 
separate account or accounts shall not be taken into account in apply­
ing the investment limitations applicable to the investments of the 
company. 

2. With toi;pect to 7F '/. of the nrn.r ket vain of the total assets in 
a separat accowit, no company shall purcihase or otlHu'wise acquire 
the secm·iti s of any jssuer, other than s ctu:ities issu cl 01· gm11:anteed 
as to principal or interest by tJrn United Stutes, jJ immediately after 
such purchase or acquisition the market value of such investment, 
together with prim: investrn nts of S(l(:h sepamt ace unt in such 
secur ity taken at mark t, would .xceed 10 ~ of the market value of 
the assets of said separnte accolrn t ; p1·ovided, il10W · 'l'eJ.', that the com­
missioner may waive such limitation if, in his opinion, such waiver 
will not render the operation of such separate account hazardous to 
the public or the policyholders in this state. 

3. No company shall, whether for its separate accounts or other­
wise, invest in the voting securities of a single issuer in an amount 
in excess of 10% of the total issued and outstanding voting securities 
of such issuer provided that the foregoing shall not apply with re­
spect to securities held in separate accounts, the voting rights in 
which are exercisable only in accordance with instructions from per­
sons having· i nter sts in su h a ·co1rnt;:i. 

4. 'rl1e limitations provided in subsection (4) (a ) 2."~ud 3.~f tib is 
rule shall not apply to the investment with respect to a separate 
account in the securities of an investment company registered under 
the Investment Company Act of 1940, as amended, provided that the 
investments of su h b)vestm 11t company comply in substance with 
subsection (4) (a ) 2! and 3. bf this rule. 

(b ) U nless otherwise approv d by th commissioner, a<:sets allocat ed 
to a separate account shall be val ued at their market val ue on tihe 
date of valu atfon , 01· if the1·e is no 1·eadily available mru:ket, then as 
provided under the terms of the contmct or th rules 01: oth r written 
agreement ap:r;ilicahl e t o such scpa1'ate accou nt ; provided,. that the 
pot·tion of the assets of !lUC.h separate ac •ount egnal to t he ompauy's 
resei-ve liabiLity w.ith regm·d to lth lJ J11 tl ts guani.n teed an f w1ds 
gual'an te d refer red to in su bsection ( 4 ) (a ) 1. a . and b of th is 
rule, if any, shall be valued in accordance with t J1e r ules otherwise 
applicable to the company's assets. 

( c) If and to the extent so provided under the applicable contracts, 
that portion of the assets of any such separate account equal to the 
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reserves and other contract liabilities with respect to such account 
shall not be chargeable with liabilities arising out of any other busi­
ness the company may conduct. 

( d) Notwithstanding any other provision of law, a company may: 
1. With respect to any separate account registered with the Securi­

ties and Exchange Commission as a unit investment trust exercise 
voting rights in connection with any securities of a regulated invest­
ment company registered under tihe Investment Company Act of 1940, 
as amended, and held in such separate accounts in accordance with 
instructions from persons having interests in such accounts ratably 
as determined by the company, or 

2. With respect to any separate account registered with the Securi­
ties and Exchange Commission as a management investment company, 
establish for such account a committee, board, or other body, the 
members of whi<lh may or may not be otherwise affiliated with such 
company and may be elected to such membership by the vote of per­
sons having interests in such account ratably as determined by the 
company. Such committee, board, or other body may have the power, 
exercisable alone or in conjunction with others, to manage such 
separate account and the investment of its assets. 

A company, committee, board, or other body may make such other 
provisions in respect to any such separate account as may be deemed 
appropriate to facilitate compliance with requirements of any federal 
or state law now or hereafter in effect; provided that the commis­
sioner approves such provisions as not hazardous to the public or the 
company's policyholders in this state. 

(e) No sale, exchange, or other transfer of assets may be made by 
a company between any of its separate accounts or between any other 
investment account and one or more of its separate accounts unless, 
in case of ·a transfer into a separate account, such transfer is made 
solely to establisih the account or to support the operation of the con­
tracts with respect to the separate account to which the transfer is 
made, and unless such transfer, whether into or from a separate 
account, is made 

1. by a tran -fer of cash, or 
2. by a transfer of securities having a valuation which could be 

readily determined in the marketplace, provided that such transfer 
of securities is approved by tihe commissioner. The commissioner may 
authorize other transfers among such accounts if, in his opinion, 
such transfers would not be inequitable. 

(f) The company shall maintain in each such separate account 
assets with a value at least equal to the reserves and other contract 
liabilities with respect to such account, except as may otherwise be 
approved by the commissioner./' 

(g) Section 201.24 (4) (b), Wis. Stats., shall apply to tJhe members 
of any separate account's committee, board, or other similar body. 
No officer or director of such company nor any member of the com­
mittee, board, or body of a separate account shall receive directly 
or indirectly any commission or any other compensation with i·espect 
to the purchase or sale of assets of such separate account. 

(5) FILING OF CONTRACT FORMS. (a) No variable contract may be 
issued or delivered in this state until the commissioner has approved 
the form or until the form and rates have been filed with the com­
missioner for 30 days. 
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(b) The filing letter shall be in duplicate and shall contain the 
following information: 

1. An identifying form number and title for each form submitted. 
2. A general description of the form(s). 
a. A listing of the types of policies to which rider or endorsement 

forms will be attached. 
4. The form number and date of approval by the commissioner of 

any form to be superseded. 
(c) One copy of all forms or rates submitted for approval shall be 

submitted with a copy of the application attached if the application 
is to be a part of the contract. If the application was previously 
approved, the :form number and date of approval will surfice. 

(d) All forms should be completed with hypothetical data to show 
their use and should mclude a correct table of values. Variable in­
formation m forms sho111cl be expiameu. 

(e) An actuarial statement of methods used to calculate values in 
the contract should be mcmded. 

(6) CONTRACTS PROVIDING FOR VARIABLE BENEFITS. (a) Any vari­
able contract providing benefits payable in variable amounts delivered 
or issued for delivery in this state shall contain a statement of the 
essential features of the procedures to be followed by the insurance 
company in determining the dollar amount oi such variable benefits. 
Any such contract, including a group contl'act and any cert1licate 
issued thereunder, shall state that such dollar amount will vary to 
reflect investment experience and shall contam on its first page, m a 
prominent position, a clear statement to the effect that the benefits 
thereunder are on a variable basis. 

(b) Illustrations of benefits payable under any contract providing 
benetits payable in variable amounts shall not include projections or 
past investment experience into the future or attempted predictions 
of future investment experience; provided that nothing contained 
herein is intended to prohibit use of hypothetical assumed rates of 
return to illustrate possible levels of annuity payments. 

(c) No individual variable annuity contract calling for the pay­
ment of periodic stipulated payments shall be delivered or issued for 
delivery in this state unless it contains in substance the following 
provisions or provisions which in the opinion of the commissioner 
are mo1·e favorable to the holders of such contracts: 

1. A provision that there shall be a period of grace of 30 days or 
of one month, within wihich any stipulated payment to the insurer 
falling due after the first may be made, during which period of grace 
the contract shall continue in force. The contract may include a state­
ment of the basis for determining the date as of which any such 
payment received during the period of grace shall be applied to pro­
duce the values under the contract arising therefrom; 

2. A provision that, at any time within 3 years from the date of 
default, in making periodic stipulated payments to the insurer during 
the life of the annuitant and unless the cash surrender value has been 
paid, the contract may ·be reinstated upon payment to the insurer of 
such overdue payments as required by the contract, and of all in­
debtedness to the insurer on the contract, including interest. Tlhe 
contract may include a statement of the basis for determining the 
date as of which the amount to cover such overdue payments and 
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indebtedness shall be applied to produce the values under the contract 
arising therefrom; 

3. A p1·ovision s11ecifyiJJg the options available in the event of 
defalllt 'in a periodic stipulated payment. Such options may :inc:lude 
m1 option to snrrender the. ont1·act :for n cash value .as determined 
by tihe co11tract, and shall i11cll.l.de an opti011 to r ceive a pa.id-up 
annuity if the contract is not surrend red for cash, t1ic amount of 
such paid-up a1lnuii-y b ing determined by applying the value of the 
co11tract at the annulty commencement cl.at in accordance with. the 
terms of the contract. 

( d) Any individual variable annuity contract delivered or issued 
for delivery in this state shall stipulate the expense, mortality, and 
investment increment factors to be used in computing the dollar 
amount of variable benefits or other contractual payments or values 
thereunder, and may guarantee that expense and/or mortality •results 
shall not adversely affect such dollar amounts. "Expense," as used 
in this paragraph, may exclude some or all taxes, as stipulated in 
the contract. In computing the dollar amount of variable benefits or 
other contractual payments or values under an individual variable 
annuity contract: 

1. The annual net investment increment assumption shall not ex­
ceed 5%, except with the approval of the commissioner; 

2. To the extent that the level of benefits may be affected by mor­
tality results, the mortality factor shall be determined from the 
Annuity Mortality Table for 1949, Ultimate, or any modification of 
that table not having a higher mortality rate at any age. 

( e) The reserve liability for variable annuities shalYbe established 
pursuant to the requirements of section 206.201,VWis. Stats., in 
accordance with actuarial procedures that recognize the variable na­
ture of the benefits provided. 

(7) REQUIRED REPORTS. (a) Any company issuing individual vari­
able contracts providing benefits in variable amounts shall mail to 
the co.ntractholder at least once in each contract year after the first 
at his last address known to the company, a statement or statements 
reporting the investments held in the separate account and, in the 
case of contracts under which payments have not yet commenced, a 
statement reporting as of a date not more than 4 months previous 
to the date of mailing: 

1. The number of accumulation units credited to such contracts 
and the dollar value of a unit, or 

2. The value of the contractholder's account. 
(b) The company shall submit annually to the commissioner a 

statement of the business of its separate account(s) in such form as 
required by the annual statement form designated as Life and Acci­
dent and Health-Separate Account BUsiness (22-46). (See Wis. 
Adm. Code section Ins 7 .01 ( 5) ( e) ) r 

(8) FOREIGN COMPANIES. If the law or regulation in the place of 
domicile of a foreign company provides a degree of protection to the 
policyholders and the public which is substantially equal to that pro­
vided by this rule, the commissioner, to the extent deemed appropriate 
by him in his discretion, may consider compliance with such law or 
regulation as compliance with this rule. 
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(9) EXAMINATION OF AGENTS AND OTHER PERSONS. (a) 1. No agent 
shall be eligible to sell or offer for sale a contract on a variable basis 
unless prior to making any soliciation or sale of such a contract, he 
also be licensed as a variable contract agent. 

2. Any agent who participates only in the sale or offering for sale 
of variable contracts that are not registered under the Federal 
Securities Act of 1933, as amended, need not be licensed as a variable 
contract agent. 

(b) Any agent applying for a license as a variable contract agent 
shall do so by filing with the commissioner: 

1. Request for Agent Qualification Examination, Noti~·ce to Report 
for Examination, Notice of Examination Grades (11-4, .l-4A, and 
11-4B). (See Wis. Adm. Code section Ins 7.01 (4) (!tl,)' . 

2. Application for R os-id nt lnsumJ1(1e~· ent License (11-1). (See 
Wis. Adm. Code section Ills 7.01 (4 (c)1 • 

3. Resident Insurance ¥geu t L icense 11-2). (See Wis. Adm. Code 
section Lns 7.01 ( 4) (d)'1. 

(c) The licensing as a Vlf 'iable contract agent of any agent com­
plying with paragraph (b )/ of this subsection shall not become effec­
tive until such agent shall ihave satisfactorily passed a written ex­
amination upon securities and variable contracts. Such examination 
shall be divided into 2 parts. Part I shall be on securities generally. 
Part II shall deal with variable contracts, and shall be composed of 
at least 15 questions, but not more than 50 questions, concerning the 
history, purpose, regulation, and sale of contracts on a variable basis. 

( d) The examination will be given in such places and at such times 
as the commissioner shall from time to time designate. Upon applica­
tion for license as a variable contract agent, the applicant shall be 
notified of the date of the next examination. 

(e) Any applicant for license as a variable contract agent shall 
not be required to take part I of the NAIC examination if, at the 
time of application, evidence ist]lJ'ese11ted that the applicant 

1. Has previously passed a s i actory alternative examination as 
defined in subsection ( 2) ( d) f t liliJ i·uJe or 

2. Is currently registered with the federal Securities and Exchange 
Commission as a broker-dealer, or is currently associated with a 
broker-dealer and has met qualification requirements with respect 
to such association. 

(f) Every applicant applying for license as a variable contract 
agent shall satisfactorily 1 omplete part II of the examination re­
quired by paragraph (c)./of· this subsection, with a grade of at least 
70%, or shall present evidence of successful completion, prior to July 
1, 1968, of either a variable contract examination given under the 
supervision of an 1nsurance department of any state or territory of 
the United States which has adopted part II of the examination 
recommended for the testing of variable contract agents by the Na­
tional Association of Insurance Commissioners or has been examined 
and licensed . by any such department prior to its adoption of the 
National Association of Insurance Commissioners model regulation 
approved by that associationt· its June, 1968, meeting. 

(g) 1. Any applicant who · ils to pass part I of the examination 
required by paragraph (c) f this subsection may not take Part I 
of the examination again until 30 days after initially taking it. After 
a second such failure, such applicant may not take the examination 
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again until 60 days after taking the second examination. After a third 
and any subsequent such failure, such applicant may not take the 
examination again until 90 days after the third and any subsequent 
examinations. 

2. Any applicant failing to pass part II of the examination may 
take part II again 20 days after the first and any subsequent 
examinations. 

(lh) Every request to take a variable contract examination (see 
subsection (9) (b) 1. of this rule) shall be accompanied by an ex­
amination fee -0f $5. A fee of $5 will be charged for each re­
exam:Lnat~on admmistered to an applicant. 

(i) Report of the results of any examination given pursuant to 
this rule shall be made on Notice of Examination Grades form 11-4B. 
(See Wis. Adm. Code section Ins 7.01 (4) (m)). Notice will also be 
given to the Securities and Exchange Commission on forms supplied. 

(j) Except as modified by this rule, the rules of the commissioner 
of insurance governing the licensing of life insurance agents, includ­
ing examinations therefor, shall apply to subsection (9). 

(k) Part I of the written examination provided for in paragraph 
( c) of this subsection shall also be administered to other persons 
who are not required to be licensed to sell life insurance in this state 
upon their submission of the forms required in subsection (9) (b) 
1. of this rule and payment of the examination fee. 

(I) 1. Results of the exa.mination administe1·ed pursuant to pa1·a ­
graph (c) of trus subsection will b i·eported by the commissioner t 
the applicant's company. In addition, examination results will be 
1·eported by the commissioner to any other sfate insurance department 
requesting confirmatio11 of the examination grade, either upon request 
of such department or upon requ s t of the applicant or ihis company. 

2. A charge of $1 shall be made for the second and each subsequent 
report of examination results. 

(m) Records of the examination grade of each applicant upon an 
examination administered by the office of the commissioner of insur­
ance, or upon an examination deemed to be a satisfactory alternative 
examination and administered by another agency or authority and 
repoi·ted to the commissioner, will be retained in the file pertaining 
to said applicant. 

(n) Any person licensed in this state as a variable contract agent 
shall immediately report to the commissioner: 

1. Any suspension or revocation of his variable contract agent's 
license or life insurance agent's license in any other state or terri­
tory of the United States, 

2. The imposition of any disciplina1·,y sanction (including suspen· 
sion or expulsion from membership, suspension or -.:evocation of oi' 
denial of registration) imposed upon him by any national secru·ities 
exchange, or national securities association, or any federal, state, or 
tel'ritorial agency with jurisdiction over securities or contracts on a 
variable basis, 

3. Aity judgment or injunction entel'ed against hin1 on the basis 
of conduct deemed to have involved fraud, deceit, misrepresentation, 
Ol' violation of a11y insU1·ance -Ol' securities law 01· regulation. 

(o) The commissioner may reject any application or suspend or 
i·evoke or refuse to renew any variable contract agent's license upon 
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any ground that would bar such applicant or such agent from being 
licensed to sell life insurance contracts in tihis state. The rules gov­
erning any proceeding relating to the suspension or revocation of. a 
life insurance agent's license shall also govern any proceeding for 
suspension or .revocation of a variable contract agent's license. 

(p) Renewal of a variable contract agent's license shall follow the 
same procedure established for renewal of an agent's license to sell 
life insurance contracts in this state. 

Note: Copies of the &lcur1tle.s .A.ct or lllS3, ll!foy 27, 9~13, •18 Stat. 74, 
Pub. L. 22, ch. 38, Title ~ 5 (I.S. 1. , a~ rtm nded: , cllon 15 (b) (8) Seoud­
tlea Exchange Act of 1934, as amended Aug\\St 20, 1964, Pu b. L . 88-~07, 
sec. 6, 78 Stat. 570, 15 1,J.$ ... 1 s r;. 780 (8) i and lh lnvestmant Company 
Act of 1940, August zu , 19•10, PuiJ. L. 7tl8. ch. gsa. T itle lG . U.S.C •. mi 
amended, are availabl for JnsnecUon aL tho Office of tho Commissioner 
of Insurance, or the enuclm~nta may b proc u 1· r.1 ro1· p i·sonal use :from 
tbs U. S. oven1me:nl r1·lnti.ng Office, Washington, D. C. 

Copl es at UH• A1uH1l~y :M"orta lity Table for 1949, Ultimate are available 
fo ·r lnspe·cuo11 n L tile o mce or lhe commi·ssioner of insurance, the secre­
ta1·y of state ancl the revisor of statutes, an·d may be procured for per­
l!Onal use trom Lile Soci ely l)f Actuaries, 208 South La Salle Street, 
Chicago, Ullnoia. 60601. 

The examination given to meet. lhe reQ.ulrcments of subsection (9) (c) 
will be based upon the examl:b.atlon recom1uendecl for testing of vari­
a.ble contract agents by the National Ai;socJatton of Insurance Com­
rn lesloners ln its present rorm or ·a.s ll may bo amended. 

Hl11tory1 Cr. Register, October, 1968, No. 154, eff. 11-1-68. 

Ins 2.14 Sale of life insurance policies; disclosure requirements and 
deceptive practices. (1) PURPOSE. The interests of prospective pur­
chasers of life insurance must be safeguarded by providing such per­
sons with clear and unambiguous statements, explanations and written 
proposals concerning the life insurance contracts offered to them. This 
purpose can best be achieved by requiring disclosure of certain infor­
mation and defining those acts or practices which are deceptive or 
misleading or misrepresent the terms of the contract or in some other 
way are contrary to Wisconsin statutes. This rule interprets and 
implement's, i:ncludjng hu not limited to the following iW"isco~Jin Jtat­
utes: Sections 2M.l53 (1 , and (13))1206.41 (19') (a) 7. and 8., 201>.51, 
207.04 (1) (a)Vand (f), nd GOl.01 (3) (b).'I' 

(2) SCOPE. This rule shall apply to any solicitation, negotiatiqn, or 
procurement of any insurance specified in section 201.04 (3))" Wis. 
Stats., occurring within this state. This rule shall apply to fraternal 
benefit societies and the State Life Insurance Fund. This rule shall 
not apply to solicitations that constitute an invi~ation to inquire about 
an insurance product and which solicitations ate not, in themselves, 
a solicitation of insurance. Subsection (3) (c)'-'of this rule shall not 
apply to credit life insurance nor to group life insurance. 

(3) DISCLOSURE REQUIREMENTS. In connection with the selling of 
life insurance the agent or insurer shall in every case to which this 
rule applies: 

(a) Inform the prospective purchaser that he is acting as an 
insurance agent. 

(b) Inform the prospective pur·chaser of the name of the insurance 
company for which he is a licensed agent. 

(c) Provide to the prospective purchaser prior to or with the deliv­
ery of a contract, a dated, written proposal describing the significant 
elements of the contract including but not limited to: 

1. The name and signature of the insurance agent, or the name of 
the employee of the insurer if no agent is involved, who assumes 
responsibility for the proposal. 
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2. The name of the company in which the life insurance is to be 
written. 

3. The name of the ,policy or contract and any supplemental riders. 

4. Except for such combinations as are authorized by Wis. Adm. 
Code section Ins 2.05, the premiums for the life insurance shown 
separately from the premiums for each additional or supplemental 
benefit provided in the contract. 

5. The face amount of the life insurance shown separately from 
the amounts of coverage shown for any additional or supplemental 
benefit provided in the contract. 

6. All matters pertaining to life insurance set forth separately from 
any matber not pertaining to life insurance. 

( 4) DECEPTIVE PRACTICES DEFINED. The following are defined to be 
prohibited unfair practices or deceptive acts in the selling of the 
insurance described in subsection (2) above: 

(a) The making of any misrepresentation or false, deceptive or mis­
leading statement. 

(b) The use of terms such as financial planner, investment adviser, 
financial consultant or financial counselling to imply that the insur­
ance agent is generally engaged in advisory business in which com­
pensation is unrelated to sales unless such is actually the case. 

( c) The use of comparisons or analogies or the manipulation of 
amounts and numbers in such a way as to mislead the prospective 
purchaser concerning the cost of the insurance protection to be pro­
vided by the insurance contract or any other significant aspect of 
the contract. 

( d) Th,e reference to an insurance premium as a deposit, an invest­
ment, a savings or the use of other phrases of similar import when 
referring to an insurance premium. 

( e) In respect to .participating policies, the description of the pol­
icy dividend as other than a refund or return of part of the premium 
paid, which is not guaranteed and which is determined by the invest­
ment earnings, mortality experience and expense experience of the 
company. 

(f) The making by the agent or insurer of any misleading state­
ment concerning: 

1. The cash surrender values and nonforfeiture benefits. 

2. The source of the increase in cash surrender value, including the 
period of time to which such increase is related. 

3. The valuation interest rate used to establish the reserve value 
of the contract or the relationship of such rate to the determination 
of cash surrender values. 

(g) Recommending to a prospective purchaser the purchase or 
replacement of any life insurance policy or annuity contract without 
reasonable grounds to believe that the recommendation is not unsuit­
able for the ap,plicant on the basis of informa1Jion furnished by such 
person after reasonable inquiry as may be necessary under the cir­
cumstances concerning the prospective buyers insurance and annuity 
needs and means. 
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(5) EFFECTIVE DATE. This rule shall apply t.o all solicitation of life 
insurance on or after June 1, 1972. 

(6) PENALTY. Violations of this rule shall subject the insurance 
company or a~ent to section 601.64, Wis. Stats. 

(7) SEPARABILITY. If any provision of this rule shall be held invalid 
the remainder of the rule shall not be affected thereby. 

History: Cr. Register, March, 1972, No. 195, eff. 4-1-72. 

Ins 2.15 Life insurance surrender value comparison index. (1) 
PURPOSE. The interests of prospective purchasers of life insurance 
can ·be safeguarded by providing such persons with an index of the 
surrender value of the policy prepared on a basis suitable for com­
parison with similar plans of insurance. It is in the public interest 
to develop such a surrender value index so that price competition in 
the life insm·ance ma1·ket is encou:raged and stimulated. 'rhis rule 
interp~· ts a nd implements, in~ud.ing but ot limi ted to the following/ / 
Wisco in statutes: s~ctions 2 1.53 (13), 206.41 ( 0) ( ) 7 and 8.,.J 
206.51, 207.04 (1) (aY and (f), and 601.01 (3), (b), (c), (g and (j) . 

(2) SOOPFJ. (a) Except as provi ded in uaragraph (b) this rule 
shall apply to any solicitatiop, 11egotiation, ot· procw·ement of life 
insurance occurring within this state. 

(b) This rule shall not apply to: 
1. Annuities, 
2. Credit life insurance, 
3. Franchise life insurance, 
4. Group life insurance, 
5. Term life insurance, 
6. Plans of life insurance with benefits which vary by policy dura­

tion including but not limited to such plans as retirement income and 
variable life insurance, 

7. Benefits which are supplemental to basic life insurance benefits 
such as accidental death and dismemberment, waiver of premium, or 
guaranteed insurabiJity benefits (if the cost of any of these benefits 
are included in the price of the basic life insurance without separate 
identifiable charge, then in calculating the life insurance surrender 
value comparison index a reasonable adjustment in the annual pre­
mium payable on a per $1,000 basis may be made), 

8. Benefits purchased by a special option applicable to dividends, 
9. Life insurance policies wherein the face amount of insurance 

is $5,000 or less, 
10. Life insurance on substandard risks. 

( 3) LIFEl INSURANCFJ SURRENDER VALUE COMPARISON INDEX DEFINED. 
(a) The Life l.tIBU1·ance Sun·ender Value Compai·ison Index for level 
premium plans o:f Jnsul'ance shall be calculated by apIJlying the 
following steps : 

1. Select the 10 year or 20 year period over which the analysis is 
t.o be made. 

2. Determine the cash value (and terminal dividend, if any) avail­
able at the end of the period selected. 

3. For participating po.licies, accumulate the annual dividends at 
4% interest compounded annually to the end of the period selected 
and add this accumulation to the result of step 2 . . 
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4. Divide the results of step 3 (step 2 for non-participating pol­
icies) by an interest factor that converts it into a level annual amount 
,accruing over the period selected in step 1. If the period is 10 years, 
this factor is 12.486 and if the period is 20 years, the factor is 

' 30.969. 
5. Subtract the result of step 4 from the annual premium payable. 
6. Divide the result ·of step 5 by the number of thousands of the 

amount of insurance to arrive at the life insurance surrender value 
comparison index. 

(b) The Life Insurance Surrender Value Comparison Index for 
plans of insurance with premiums which are not level shall be calcu­
lated as follows: 

1. Select the 10 year or 20 year period over which the analysis is 
to be made. 

2. Determine the cash value (and terminal dividend, if any) avail­
able at the end of the period selected. 

3. For participating policies, accumulate the annuail divideds at 4% 
interest compounded annually to the end of the period selected and 
add this accumulation to the result of step 2. 

4. Divide the result of step 3 (step 2 for non-participating policies) 
by an interest factor that converts it into a level annual amount 
accruing over the period selected in step 1. If the period is 10 years, 
this factor is 12.486 and if the period is 20 years, the factor is 
30.969. 

5. Subtract the result of step 4 from the equivalent level premium 
determined by accumulating the annual premium payable at 4% 
interest compounded annually to the end of the period in step 1 and 
dividing the result by the factor stated in step 4. 

6. Divide ·the result of step 5 by the number of thousands of the 
amount of insurance to arrive at the life insurance surrender value 
comparison index. 

( 4) DISCLOSURE REQUIREMENTS. In connection with the selling of 
life insurance to which this rule applies the agent or insurer shall 
furnish, upon request of a sales prospect and in all cases prior to 
or with the delivery of the contract, the Life Insurance Surrender 
Value Comparison Index, or a similar index prepared by a method 
approved by the commissioner which makes allowance for the inci­
dence of payments and the value of money at 4:% interest com­
pounded annually, calculated for both a 10 year and a 20 year period. 
The index need not be provided for a period which extends beyond 
the end of the premium payment period for the plan. 

(5) EFFECTIVE DATE. This rule shall become effective January 1, 
1973. 

(6) PENALTY. Violatio:µs of this rule shal.l subject the insurer or 
agent to section 601.64, NVis. Stats. 

Note: The Life Insurance Surrender Value Comparison Index must be 
used with caution. Only similar plans of insurance should be compared. 
Much research remains to be done to develop comparison indices which 
may be appropriately used to compare the values of benefits and con­
tracts In r0latl9n to th p.1·emiums chal'ged for tho policy wh n the 
tntont Is that th J-l:l'e lnsuranc be kent In ~11rce and w s\1n entla1'ed. 

Any l'llvtd nd u~ed In caleulaUng Lhe Llf I11;rn ranee S 1rr nu r Vo.Ju e 
ompar!s911 Index s h rill. pu1·atw.nt to s.ectloa iOO.lil ( 3} , WlH. Slats., be 

based oa tl1, cU1•rent dlvld nd sca le In a •t·ual use by he Insur r. In 
re~pecL to ParLi ci f!allng polic ies, cu.re mn~L be t.akeu to accurately 
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describe the policy dividend as a refund or return of part of the pre­
mium paid, which Is not guaranteed and which is determined by the 
investment earnings, mortality experience, and expense experience of 
the tmmrer . 

lt Is not th e l nLe nl o! Lllls rule lo JJrCJhlblt prepD.l'at l on oC a life ln­
su'1·n.nc(! s u rr(lnd c1· vnlu e comparison lnde..'t nl Olhor In terest rates if It 
Is us •l only h1 1-:aaes wll.orP.ln lh compCLrlson index for other policies 
is 1wepa1·e cl on e..xa Ll y lhe Aam e bal!IB. 

lllHtory: Cr. Regist r , Se11te'mb r, 1972. No. 201. )'t. 1.-1- n. 
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