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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 disabiliVE?enefits, the provisions 
of which are in conflict with sections 632.50 and 632.71,°yWis. Stats., or 
shall indulge in any practice which is at variance with said section. 

Hlatory: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No. 249, eff. 10-1-
76. 

Ins 2.02 Stock life insurance corporations writing participat-
ing 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 comristent with statutes and business 
methods now in existence. 'rhis rule implem~ and i,d'terpre.t~ppli- / 
cable s~tutes including sections 201.045;~91.42( 601.43r 628.34, V 
632.62,\/Wis. Stats., and chapters 61 and 618, Wis. Stats. 

(2) SCOPE. This rule shall apply to stock insurance corporations when 
transacting the kinds of insurance authorized by subsection 201.04 (3) V 
of Ins 6. 70 in the form of participating policies. 

(3) LTryt ITATION OF PROFITS INURING TO THE BENl!WIT OF STOCKHOLDERS. 
The protection of the interest of the public purchasing participating 
policies and contracts issued by stock life insurance corporations 
requires a reasonable limitation of the profits on participating busi
ness that shall be made available to stockholders. In consideration of 
the amount of life insurance customarily transacted in relat ion 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 (h) 50¢ 
per year per $~1000 of participating life insurance in force at the end 
of the year shall inure to the benefit of stockholders. 

(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 business in this 
state unless the corporation shall file an agreement (evidenced by a 
resolution of its board of directors o~ other appropriate body having 
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the power to bind such corporation and its stockholders) to the effect 
that: 

(a) No profits on participating policies and contracts in excess of 
the larger of 

1. 10% of such profita. 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 
specific items of gain, expense, or loss attributable to such policies 
and contracts and an equitable proportion of the general gains or 
outlays of the company. 

(c) Such profits as shall inure to the benefit of stockholders shall 
be determined and apportioned annually. 

(d) The accounts of the participating and nonparticipating classes 
will be kept separate. 

(e) No part of the funds accumulated or belonging to the par
ticipating class shall be transferred to the nonparticipating class. 

(f) The agreement shall remain in effect !lo long as any out.standing 
participating policies or contracts of such company are held by 
persons resident in Wisconsin except as the applicable requirements 
of statute or administrative rule may be mod1fied/ r superseded by 
subsequent enactments. I/ 

(5) EXCEPTIONS. rn accordance with irection 632.62, Wis. Stats., the 
agreement required by subsection (4)Y-(e) of this rule may be modi
fied to the extent necessary to be consistent with the existing charter 
of t.he stock life insurance corporation. 

(6) ANNlJAL FlL1NG. No stock life insurance corporation doing busi
ness 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 corppfation shall annually file the information required by 
section 601.42fWis. Stats. 

Note: Before l••ulng a new or renewnl licenso to transacL lnsuro1ui in th.ts sl.at.e, the 
commissioner or inBuron<;.@ Is requfred by aectiona 201.045 ond 201.34, Wi•. S1.at.i., to be 
sotislied Lbot the met.hods and prootices of tho ineuror odequoLely safeguard the interosta of 
Its policyholder• and tho people of this at.ate. Section 206.13, Wie. Stats., provides for tho 
issuance or pnrticlpaling Life insurance polid"" by a tock compnniBS. 

The nature of participating policies i& that tho premium ohnrgo incl\1deil nn ndditional 
loading which acts ae the safety factor lo JJr(lvido for various contingenuies Lhnl rney develop 
during the term of the policy. The oddilional premium ~huu c.-ollectod is I.hen relurnod to the 
policyholder in the form of dividendo. Sa lion 201.36, Wis. Stat.i;., provides fot the annual 
apportionment and return of euch sum• nftor making provinion for re<1ufred tCl!orves and 
liabilities. 

Jn rospoot, to those policies in which th policyholder is untitled to share In the sl,U'.plua, 
section 206.36, Wis. Stats., provide• for the pnymenl.of aULhorizod dividend8 on capital stock 
from the aurplue occumuh1tioue oft.ho participating business of the company. Section 201.54, 
Wie. Stc1ts., authorW.. diotribution of snvingu, earnings, or aurplw to nny clRs• of 
poli yholder by flllng a oabedule th roof with the commil!!ilonor in thase cnees wbero such o 
dl"t.rlbution wu not. apcc:iiiod In the policy. In such cases tho commissioner has an obligation 
Lu be satisfied that the mclhod8 ond praclicen of ih company oro such "" to oat: guru"d tho 
intel'<let of the pollcyholdcre. 

The principal portion of Lhe earnlng11 on participating policies is due to the additional 
fonding in I.be premium chnrged for the policy. It would be a mi&repreaentation of the 
participating provisions of any such policy or contract if a substantial portion of the profits 
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