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Ins 2.01 Estoppel by report of medical examineri_ 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, 206.13, 
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 insurance authorized by section 201.04 
(3), Wis. Stats., in the form of participating policies. 

(3) LIMITATION OF PROFITS INURING TO THE BENEFIT OF STOCK­
HOLDERS. The protection of the interest of the public purchasing par­
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 app1·op1·iate 
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. 50¢ per year per $1,000 of participating life insurance in force 

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

(b) the profits on its participating policies and contracts shall be 
ascertained annually by allocating to such policies and contracts spe­
cific items of gain, expense, or loss attributable to such policies and 
contracts and an equita)>le p1·oporl:ion of the general gains 01· outlays 
of the company 
-(c) such profits as shall inure to the benefit of stockholders shall 

be determined and apportioned annually 
(d) The accounts of the participating and nonparticipating classes 

will be kept separate. 
(e) No part of the funds acownulated or belonging to the partici­

pating class shall be ti:a.nsfened to the nonparticipat~ng claiss. 
(f) The agreement shall 1·emain in effect so long· as any outstanding 

participating .J;lOlides or contracts of such company are held by pe1·­
sons resltlent in WlSconsin exce1Jt as the applicable requirements of 
statute or adminish·at.ivc rnle may be modifled 01· superseded by 
subsequent enactments. 

(5) ExCEP'flONS. 1ll accordance with section 206.13 (3), Wis. Stats., 
1:he agreement i ·equired by subsection ( 4) ( e) of this rule may be 
modified to t)le extent necessary to be consistent with the existing 
charter of the stock life insurance corporation. 

(6) ANNUAL FILlNG. No stock life insurance corporation doing 
busine:;s in this state .in which polic~holders are cntiUed to share in 
the sm·plus shall be licensed 01· relicensed to transact business in this 
state unless t11e curporation 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. 

Nvte: efore lssulng a. new or renuwa.J llcense to trru1snot .insul'ance In 
this s tate, the oommi:;sloner o~ insur_anoe ill requlred by sections 201.045 and 
<!01.3'1 , ·w1a. Sl,lltll., lo be aatlsllccl that the 11.u:~Umful anu practices of the 
lr1ou1·er adequately saregunl'd llle Jn terests of jt.s policyholders a.nd tll<l people 
oJ: this state. Sect-Jon 20U.13, WJis. Stal.B., provltles J:o1· the l!isuance ot par­
tlcipatlng life insurance pollcle1:1 by stock •om!)aJi1es. 

'J'he nature o:r participa.tlni;- pollcles is that the preruJum oha,rg-e .includes 
an a<lclltiona l loaCllni;- wh1ch acts as ti1 sarety racto r t!J i ••ovl<le for vario1:1s 
contingencl~ that may dcvelop during tile term of the pollcy. The additloual 
premium tlrns collected fas then returned to the pollcyhOltle1· 1i1 the torn1 of 
cllvldemls, S!Octlnn l!Ol.30, '\VJs. Stats., provltlcs for lJ\e 1Utm1a.1 avvortionmrmt 
a,m1 1•etum 01 s uch sums after malong provi1<lon for req_uired reserves and 
Uabfiltlcs. 

111 res_pcct to those policies ln which the policyholder is entitled to share 
In the surplu11, section 20U.36, Wis. Sl!1ts., pi·ovkles 1'or the payment of 
autlwrizcd dividends on capital stock J'J'o111 th~ Hurplus accu111ulatlons or lhc 
participating business ot the company. Section 201.5•1, Wis. Stats., authorizes 
dlst:rlbut.lon of savings, ea1·n!ngs, or surplus to tiny c lass of poUcyholcler by 
dllng a schedule thereo! with the co111miseloner ln those ca..s~-S whel'e s uch a 
CUstrlbutton Wil-11 not epcclf1ed In the poJtcy. In such oases the commlsaloner 
has an obliga.tion to be su.tlslletl th:Lt the method!\ anti practlcoa ot the 
company M·e s uch as to safegm1rc'l t tie lnlerest of the policyholders. 

The pdnQlpal poi·tlon of the earnings on 11a1·ttclpa.ting policies Is due to 
the additional toadlng ln the pt· mi u lll chru·i;ed tor the policy. It would be 
o. rnlsre11resentatton of the pa'rtictpatl.ng provisions of any su h policy or 
contract If a aubsta1ltla,1 pol'tJon cir the _profits nccrulng from such policies 
or contraob! were not to be returned to lhe pOlJeyholdera. Sections 206.51 (1) 
and 207.0•l (1) (_a) , Wis, Sta.ta., prohihlt the mlsrepresenta.tlon ot the divi­
dends or share In su.rj)lus to be r cce.lved on any 1>olicy. 
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