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WISCONSIN ADMINISTRATIVE CODE 14a 

Ins 2.08 Special policies and provisions; prohibitions, regulations, 
and disclosme requirements. (1) PURPOSE. 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 certain insurance pre
miums to be .sepai·ately stat.ad. This rule implem ents and interprets 
applicabl,e sta~tes i~ucling se~ions 200.03 (2), ~O .13 y"206.17, v 
206.18, "206 .~', 20G.36, 206.51 (1) and 207.04 (1) (a ) , (b), (f) ;"(g),V 
(h) / and (i), Wis. Stats. 

(2) SCOPE. This rule shall,.apply to the kinds of insurance author
ized by section 201.04 (3) / \ Vi s. 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 i·eferred to herein shall have the following 
meaning: 

(a) Coupon 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 for m. Such a policy is usually issued by a newly 
or ganized company and it is sold on the basis that its availability 
will be limited to a specific predetermined number of units of a fixed 
dollar amount. Such policies generally provide that the policyholder 
shall participate in the earnings resulting from either or both par
ticipating policies and non-participating policies. It is char acteristic 
of such a policy that in its pr esentation to the public it is represented 
that the policyholder will receive a special advantage in any future 
distribution of earnings, p r ofits, dividends or abatement of premium. 
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~· 1."l,ti11e SJ? cial are 
frequently used for policies of the type herein descr ibed, and fo1· the 
purpose of this rule when they are so used they shall be considered 
as charter policies. 

(c) A profit-sharing policy is any policy form which contains provi
sions representing that the policyholder will be eligible to participate, 
with special advantage not available to the persons holding other 
types of policies issued by the same company, in any futur e distribu
tion of general corporate profits. Such policy forms are so drafted 
that it appears to a prospective policyholder that he is purchasing a 
preferential share of the future profit and earnings of the insurance 
co1:porati'On rathel' than purchash1g a life insurance policy which may 
he !mbject to J:efund of excess p remiwu payments. The prnvis.ions of 
t he p'Oli ·y may i'n ·on tly 1·epi· ;:; n t. th amoun t and soul'ce f SU_t'JJlu s 
that wJU be available fol' aPI)Ol' t ionme:nt and return 'to po.licyho!ders 
in t h e. f orm of d ividen ds. P olicy forms uaing s uch Le1·1us as vr ofits, 
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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 appai·ent 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. 

- (Ii) Any policy containing a series of one-year pure endowments 
or a series of guaranteed periodic benefits maturing during the pre
mium-paying period of the policy has special characteristics making 
such policy peculiarly susceptible to misrepresentation and misunder
standing. 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 '01' misrepresentation. Therefore, on or after June 
15, 1962, no such policy shall be approved for use and no such policy 
heretofore approved shall be issued or delivered in this state unless 
the gross premium charged for such benefits shall be separately stated 
and be based on reasonable assumptions as to interest, mortality, and 

---.'.:.~pense. L 
(c) Charter volicy forms are defined by section 207.04 (1) (f) i 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 with'Out 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) P1·ofit-shrvring policy forms are contl'ary to sta.tute and the 
public interest by !'epresenting as an indQcement L'O insuTance that the 
person who pm·chases such a policy is proonring a pr ferential in
terest in t11e fi;iture 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. 
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(5) SEPARABILITY. If any provision of this rule shall be held invalid, 
the remainder of the rule shall not be affected thereby. 

Nota: Th e a bov r11 le ls tho ell<1 produN M a careful stud y and evalQ
at l11 n C ~b.e Lnl.nsr.1·lp l ot t.h e h e :.ll'lng on .January J,6 and Ja.11uu,ry 7, 
LOG2, on Ll• e p 1·oposqd t·u le. DI.le conal<h r11tro n w1 s glv ·n l U1e ex.h il:.> ILs 
n n (l t,h pre pared 11 L•1tements pr .a nted o.t th.e hearing· >Lnd to tl ie several 
hrlefil fl l ,d suh~ 1·1u e 11 L lo lJi · h a l'l11g. '.l' hla i s th f:lr•s t tim e s l11 e the 
po.ssn.gc of l'u bHe Law ~5 tl! o.l s uch. a !c.rg-c amount or l egs.I 1Lml acbi-
111·la.l ta.I 11~ was fol:usud oil llH~'l i!Jl clfk lll8.Li.e t·11 or. the Lile l nsur'(l, n e 
bu~lness. Th 111.rn11;-·1· a.nd alz f t ir e IJt' \e·rs a.nel •x!Jlhlls ·r Hect the 
substantial time involved with their preparation, and the information 
they contained cast considerable light on the issues under consideration. 

:rt IR oC ln tea·est lo 11 0L lhM l b f:l_r· ~t u pon - typ .J lr lnflLll"an ·e policy 
was nccepled tor US"e ID "Wfocons l.n abo u t l 0•10. ClmJJte1• 20?, vViaCQnsirt 
Ala.Lu i s . r la. ling Lo Unfair I nsu.rs.n e 13u81'11 S!J Me lb d!J, was enacted 
In 104.7. 111 J'D 59 a newl y 01•gv.11lzetl co111.1mJJy comnt 'nced Lil e u~e of a. 
c lia.rt l'·tYlJC ounon 1101 1 'l' w i th IJMflt or s1u·pllm a.hari n g prov iaio.n s. 
Tie<.:ncos of Lh l11fl'e 1u ul su l11n lsslou or s u h a l.;v r> or· life ln su.ro..n ·e 
poll ay, (he J nstu·a,n Q Ocpa.rlmeu t p en1o n nel dll ri o l f\Jlly aptTrcol itte U1e 
lm~ac L C•f Lb 1n·ovis ion s f ChnnL r i 07 Cl.947. ·• fi2 0) n the provll:llons 
oJ l ife lnaur£L11ce policlei; filed purs u nnl t'o ue.ct.ll'IH 20G.17, Wi so1rn.si n 
, ' LaluL a. ~'he I nf 1·mat lon m a 11 e a.va l l a. l! le ai; a. r e1:1ult r lbe h eo, 1·111 g 
serves to bring the issues and the requirements of statutes more clearly 
in focus. 

A n ndmi n lslralfve ·ll.gency hfi.s t • 1·esDOnsilllllb;v tQ ·orre~·lt o.ny err9rs 
In 11d11·11nlsL1·u.Llr.1.n of lb 11to. LL1LP11 w bJ r- h a r e I rouglIL ll &tt nllon. 
'l'h e 11ro:mls s u gl;l"es led nt the h eu.l'l n g IJv the oimon n t s o.C tlie p1·9pos cl 
ru le t111lt a p.r vlons adru ln l stra.L l ve ru l i ng- (o.cce1)to.n • of t h e no ll ey ) 
s houl d ho 0 011ll'blll1110 and s h o u l tl 11qt Ile r eversed Is no t s1111 po·rLe(l by 
lh "flscon•f lll ~'trpreni ,ourt. Tn n1v nm.I Lfndo r w r·IL•, i·s vi<. Rogan , 6 
WJ;;i. (.2 tl ) 62~. II •dtwL h t rr. cl !'Ill. Id t h al, l r1 <:!l.F<e o r am!) lg ulty In a. 
sta.tu te i>ra.~ ·Lica.J ln tern rot.a.Lro11 pver a. 'lo ng n1wlo J 1,y tho 11g1mcy 
'd1a 1·~ •d vl lit 1•ilm l nletrs.~ lo u of an Mt r slnlul1> may b deem 11 co.r1-
tro,ll i)lg, but wh ere th 1·e is no E•mbf g·ulty ln the law a pr vious adrn i.n
l!) l1·n. Iv i·ul lng th. 1·0011 aru10L be gtven 11. 1·1 ~ IV lg h L as 1:1. 11 rtd1 1•dnlsh'u
Ll ve in Lenira ta tio 11. '.'ll l1 0 lm~li:! resvonsi b ll.i l-y f r l ho dr11.1ting und con~ 
a Lr ucLlon or law-£ul J•oll ey ·r rm5 r ests w l lb. an lns ul'1ui c •om JH\ll,\' and 
Its 11etua1•ies and la\vyerR. Jn r vlew ln~ pollcy f orm11, Llrn lns urs.nce 
n e11u. r tme ul , w·hll eeeking ~o prnteet th o publl<' Int rest to the best Qf 
its !l.bl il LY. tl e~ nol ln he l"H Ll1Y I a!ll r s)>o11. lbil!ty l'o r t i! lo.wtu ln ss· 
o,I' any l)ll.r .t o r all of 1rn lns 111' £Llloe con t;r nct. TJ1 rt; fo l'e, i t fJ..ll P ·'!\l's proper 
.Lo niu.k t• Cl l 'l'mln1Lllon rir lhe ma LL rs 1Ll hand bas ti 011 tlw 111 r l ts e>f 
the issues 'and without an obligation to be controlled by a previous 
ruling. 

Life insurance contracts, more than any other kind of insurance, are 
made on the basis of the utmost good faith of the insurance company. 
It is fundamental that the provisions of such contracts be devised with 
clarity and precision. The commissione 1· has 11 11 ohllgnlion to :;ee that 
the public interest be served and the s ta t u te compl l·ecl with by r o.fus ing 
to accept policies that are or tend to b 1nl 1<l ead l11g 0 ·1· tlllco.lp tlve. Ht •! tion 
201.53 (1)·, Wisconsin Stat1;1tes, states t l.!al: "No l nsura'l"lce. 1:o rr11.1any shall 
make any agreement of msurance oLh 1· tl1au a.s 1 la lnJy ex:p r al!ed l n 
the policy." 

The principal issues involved are whether or not life insurance coupon 
policies, charter policies, and profit-sharing policies are consistent with 
and are authorized by statute. Some life insurance companies issue 
policy forms embodying one or more of these features in a single policy. 
It is necessary that each of these types of policies be discussed sepa
rately even though there is some overlapping of the issues involved and 
some of the same considerations are present in two or more of these 
policies. 

In respect to the so-called coupon policies, wherein a series of coupons 
are sold in conjunction with conventional life insurance, there is no 
dispute but that the coupons are a series of one-year pure endowments. 
This being true, they should be properly identified as such. To print 
the coupon in the color and format of interest coupons commonly 
attached to investment bonds disguises the true nature of the product 
being purchased by the public. A series of one-year endowments affords 
a special type of benefit which the average life insurance buyer would 
seldom purchase if he were in possession of the full information con
cerning the premiums paid for the pure endowment benefits provided. 

The gro'l!I n1·c-m l11m • st to the 11o ll cy holcl 1· foi· L'he 11 u 1·e nt:l owin nL 
b~nelhs co.n , , 1·(l.(1.d ily clt, Le:rm ln e t)_ hl' t h e compan,y b y l oir.d l 11g t h e bene
flL 11 I I> al'l:qrd d w i lh the 0.1111 1.lci.•b le expens Items ~ur~ h II..!:\ p1· 111111111 
t n,xcs, acy u lsltloll cCle l , u.r1 a ~trn rpa.ny c.din llli.•tratlon ex1>enii 11, wl llJ on
slden1\ l'nl1 for it ms s11o b as lu tu1·est, mprl11.l l ly, v o l ley la p a.011. et ·. IL 
h aa ll en 11-'1·g uN1 t h at It h• onl y uere.a~o.r;v to tll s close t h n L ,,,.,~m t·um 
cost. wM h I ~ t h e 11remlt1m needed to pro·vi(l c tl1e bc:nell s. with ut 
!' 'coj:p1 ILlo'h an~l !n ~ l u1;lon of Urn eo 111pn.ny ntlmln lsl1·11Uon ex,[) n11es and 
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overhead. 'l'h •s oLh 1· exp nses do e lat ttnd If nol 1;tlwwn w-itlt Lile 

r.ure ndo1vm Ill premillln Liley ll1 11 al'll nn add!Uonal load on the ur 
1surn.uo l)e lng nur J1 1l.<l d In ("UnJ u 1_1 li on _wit h lh o pul'e ndowru1rnl 

bc11efit. •.r n.r gu Lhu.L it ls on ly nee ssa1· Lo <l iRCl i ,; a port lou or the 
P l'emium co:.'lt Is to o_[guc tha t I is le1>-al. and prop r to d celve lh 
publi c Into b 'i i v :l:u g· 'hat th Y 1L r fl ll1"Uhas1 1·1g th .-intlowm nL Ii 11e1H 
al a premi um cost lliat h1 nttro.ctlvo in rnlat i on to thD !)o nct\t.J;, .II Is u 
fa t thltb Ute gl'osa p r emium osL wlll 1'1'e(1u nlly b suhsl;•11 Lln.lly in 
ex ess or ucnellt./l t'durn d Lo lh l)o i lcylloJUer. At best, tll Lol:.tLI or l he 
face vn.i u e ot th JIUl'e 111lowm nt h m ·~ J.l s WQ11 i il a pp r xi m n.L o r b(J 
o nl y sUgl1lly gr a t!Jr titan tH . totrtl g r •ss J1 r um i 1un pu.ld by ll •o pu l lcy
lw:lder. J:t is no Iii l l1 1111 hl ic tnteresl1 nor ls it c:O l1 o; l sten l wtl h s c~ i ons 
~a 1..fl3 (1). :!06.51 en a.ntl 207.0 11 (1 ) \ >t). W IB<'Oll in St11.t Lll 8, Lo JllJl'lll il 
eucll ·U. t1 ·cep li <lll n n d' mlsreprcsc1'1!11.1.lon of the gl'OM \'r mi11m cost of a 
s r l 11 of cm -y (l.r JHll' 11dow1.f1 11l1i it• r any s 1· ell of guara.nL d 
J el"lndlc h<m flt~ matnrlng cl ttrl ng Lb prcmlum-paylng 11 e 1•lo d of 1.he 
policy. 

Chal'ter pollc~· is a n o.me glv n to u. lire Jnsun111 ·e po l l y, u~;uully by 
n. n w l y 01·g·arrl z d. ius11 1·an1:e c:omp1\ny. J tB biu1I · J)LU'JlOS is to p r ov Id 
lh • mpu.·ny agen t s with a pollcy C1u· 111 LhRL Ls .spcclall .v Mlradive le 
tl1e P1ll'cllaser l·n onl r tlrnt th 11 w •cun1ia11y wil l ho.ve •L omn t1Llv c 
u~vt~nta.ge. '.l'h • nattLr of Lh e t! h tu·t. •1·- t.ype l)Ol icy i s Lliat l l ls p1•orLL
s haring or that tho po ll l'Yholil o'I" wll .l narti •fJ)aLe in t b ci toug-tarm cu.rn 
ings oi' Lbe omfilU.J. IY. Thi' 11. ual r pl"s ntat1 011 l .!1 thttl U1 po l i·i s Wii i 
l'o lssuell to t11c ex:tenl of r• preclet l'l'll'lned ftx.ed t1urnber or units n.n cl 
t h at Lhe J1<)Jl eyho)d e1· wil l h nne of'" 1· iat lv l y smr\ll at~il 1i1n lL ti rrnm
b ·1· oC Ute Ol'lgl n a l pollcyltolllurs c1f lho ·on11Ja 11 y wllo will 11 lt i ma l elY 
s hare Jn t h irnsln es., su · ss or lhe •om pan y . W h l l tJ1 1 ~ may I e R 
nseful elev-I · i; aid o. 11 w •0111pll.ny 111 gHLl ng sto. r d Ju ll u ~l nesa , Lh 
tcl!.hnlgue , i f it is to be pe1•ml l tecl , nn1st b corn;lstent wi th Lh•~ requlr -
m 11Ls o·r stat11t • :;; ctlon 207.0•I Cll (f) sta.l s ll1M "ls:rnlng ..• any 
sveclll. I u1• allvlso1·y hoarcl contr11ds or oth oi· oonLr·ncls or an~· kin(.! 
p r·omlslng r e t urns 1,rnd p t•ofl 'Ls n.11 a n l.nd u cemen L tr.> 1naur11.11ce" 1.~ an 
u nlafr mctlro() t om1 etltion and i s tin u11rriir 1111d lleccptlV!J act or 

IJra.ctice in the l1usiness of lnsurtuice. $11 h lritl e• JJl'a.c l f\'es a r p1·ohih
L d by section 207.03. 'l'he l c irnl (flle of c1ff ri n g r t ur ns 01· pro flls to 

ec small g'J'MtP of lh flrat poliuybohfors .Fa. ·om111iny Is ;lea,l'ly on tra r y 
lo ala.Lu te. rt Is :,i ().h ! Ll'!!.Cl ' ristlc r ha. rL ,. l>Ollc ies lbat Lh y I' p r -S!llll 
LhaL th • poli<'~·llo l lu r will 1>nrUcd pate wlLh speuial arlva11t11.ge tu tJ1 
l (lng·-term earn ings or Ill 0111111.Lny. Thi s Is a mJs 1·ep 1· 11 ntnti 1·1 wl1 n 
view d In Lil llghL or ll1 rl"Q u iromont of S\lCllon 206.33 {l) tha.t "N•) 
lire 1nsu1•e.ni;e company sl1n. ll m>tke or p 1•rnic any r,lls~·t11 ti Ju or dis
c rin1 l.ua tlon 11 lweeu lnsut·u.11ts n1' ll1 1<ntn clru;s a.n rl •)quo.I expec tat ion 
of li fe Jn ~he amouut or ])nymun t of nremlums 0 1· i11 any 1· turn o.f pr -
mf]J m, dfvld n ds or Lh. 1· 1Ltlvu11lagfm." Ml ,. co1111t r1 ni.tlon 1: Lh Issues 
invu iv d IL u·ann ot b e C•'>nr. ludetl LhaL dmrt•ll'-typc; li.fo tnsuran.ce co n 
tracts are consistent with the requirement of statute. 

Prollt-sha.l'ing i s a narno. used to de:icl'llHl a n y l lffl lnsu 1·an o \lOlltr•a t 
wh ich 1 r v-l il s llrnt lhe 1• lfroi•Ii lcler w i ll parLirifa.L wllh snel! la l 
cir1va.1'1la.ge In LJ1 ' gc11 rnl su r1;[u s a.ccunrn lo.tio ns o a li fe lnsul'a n c 
collltlrt.1'\Y. [f the omv c.ny issuing 1111 h noli le!< issu s purLic'lpMl11g 
noil cie11 • · i uslvel y Lh •11 ll1 u right 1)f ea.eh poll ;;h1;1d r tu p a.r t 1cipa.l 
lt1 the surp lus of di q.ompa11 y is tl10 150.lllll as lh o rt g· h L or ev ry oth r 
policyholclcr 11C the "omp a.'11y, Jn su '•h caaes Ill . slalu Lea (20G.13 (1), 
:t06.33, 206.3 6, 11.11c1 207 .01 Cl) (g-) r q u ire equlta hl e 11.n d noucliscr1mina
lory tln tu oal 11111> t•l!on m •nt a n cl n itur u ut Lb sru· 1 'IL11• l•" umuiaLI n il. 

Howov-e r , tJ1 matt T'::< involved are 11111 · 11 rnor · 111pl e:-: >Vbtlll a llfo 
b.tsn1·0.n ·~ m 1mn.v l&au ll but li po.rtl •l pating and nunpnrli c!r)rttl ni,;' 11011-
(:ies. U n dllrly i11g the Il'lo.t.ters ~o b<l con~icl e 1· ocl is Urn toct t hat (I.UY 
(llvldr.m il on U, l)ltl'tlclpo.ting pnlicy Is llS nLln l l)' ;.I. l" Lm·u of XC SS 
pr mtu m paid I y til e po l kyholcl i·. Sec1.ion 206.13 (l) provl cl s tbo.t the 
1Jartici1mlin g no l i y, Jty It~ l rms, mus~ gly lh po ll •y.ho lcl r t..h full 
rig ht to )'larli 'i DM a.n \1uully In tho l'IUrpl ns aec11mulu.Llona fl'om lhe 
1m1·ll~. i pating hnsiiiess of; tho c1nmpany. The is11~ In fl\'l<;lfl lj(ln l."1 w h lhe r 
the iitat;1l s n. n thorlze a l!fl.'I l11 s11 1·1rn • compo.n y l liiR u e •onti·ncts wh i(J h 
p1·ov ltl llmt a el o,ss or 1m1·t l ci patLng po l icy h n ld(Jra w ill nart tc inate wit h 
'l \1e11inl a clvllll l t ge In h lnn g-Len11 1.:01·1 11·a t e 1'a1·J1ing · or th coml'anv 
on both p1u·tl •1 1 (•Li n g· and 1wu1,u1-Uc i pa. li ng bt1Hln1Jss. Section 207.0~ (l) 
(g) 1 de.llneii :t$ IL pr1;1hiblt cl 1u1fa.l r rl il! •rlmln!lll1 n h "mJ.Lklng OI' 11 1·
.ni.itting lll1Y uJ1fEti1· Qiil r i tt1ln a ll on_ l>c.l we 11 ln tlivldua ls l)f lh sa.m, clas./l 
anu e11ual expa.ctullon <>f l ife in the r ales 11 h iL1'g cl f\ll' nuy 1:ont1•a • of 
l i f insurnn 11 OJ' pf ~l ft• l).1111lllt)' OI' iu l h u!vil1 11tls 1)1' 0U1er bcu etlll'! 
pay!Lhle th · reon, ... " S~tlon 207.0ii. (1) ,(h) cl 1hiea as J'.Cbfltlng nr-0-
h ib.i teil I y s · "tiorl 207.03. the "vo,y h115 0 1· a.ll t1wl1 1g or glvh 1 ~ 0 1· r1i'feriug 
Lo JJA,y, u.1l 1>w 01· giv · , direc• l.l y 0 1· lndi 1•ec lly, as Jnclucemenl to s u c.h ln
sul'l\lt (lll or E1n nu l ty, o.1,1y l'ebate of p1·en1l urn a pa.;va!J l e on the nlra<'L. 

1· n.n y a11 lel rnv 1· ur arl v1rntnge in lit' d iv Id nd$ r other b e n efl l s 
t lierCOJI . .. ," l>'l'om this ll ~an be cn ncludei'I <that th statu tes. d not 
permit t:h lS6UtLnce o.r. a o n lriwl whl"11 giy s th )JO li c)lhr.>Jd r u prom lM or l' l11lle or Jlremium <Yr a iweu lal ndv!•nluge in t11v tdGn(l _ Secllo11 207.0 11. 
(l) ( i) 1>rovidea that, J11 respc · t to dlA rlmln11.t l n a.1Hl r obo.ttis, 1L h 1)1"!)-
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v isions ot section 207.04 (g) and (h) do not prevent the abatement ot 
premium out of su 1·r>ltJs aecumuJated :t;i•om 11011pa;rt·iclpaling bualnes1:1 
provided Lhwl such abatement Qt prerolum 11LlalJ be fulr anU cqui'la.ble 
to policyholders a.nd for the best interest of Che compi;Lny i;Lnd it'll ppllcy
hotrfo1·s. Tllls statute Is lhe only aulbo1·l:<a.Uou fo1· payment of d.lvl<lends 
from tf1e su rplus a:c.cumuh1.te<l from nonpartlolp11ting bi1slness. 'J.'he lm-

·
pncl of this sti\l~1lc Is t:htJ.L any dlstrlb1utlon oC surplus u.ccumulabed 
from nO.OJ>11.rticipa.ting business must be fair !ind cqulfuble to both par
ticipating u:na, non1>11rtlci.nall11g policyholdors a.nd for the I.Jest Lnter eat 
o J' the company and the partlclpo.llr1g aud 1ionpaJ'\ticipatlng policyhold
e rs. 'thus, a 1Jartlclpatlng policy wbich pin·pol·ts to JJl'OVide by its own 
Le1·1u::1 01· by tl:t<l uel result of the uppllcn.tlon ot Its tenns •that the 
pollcyholcl.e,r will participate tn the surplu s ac.cumulated on nonpnrtl<;J
riatlng bus:lness is noL a. Lt·.ue rep 1:e$enlatio11 of fact 1;\1100 lhe pal'tJ.cl
pnting 1>ol icy can only participate to nn extent LhlLt 1$ equlta.ble with 
·the po.,rticlpatfon of the noupa.rqcinallng- polioy, and to be eou lta.ble 
11.nd not 1nlst·epres0nt tho rlghlf! or the policyholder Lhe nonpartlclpatir1g 
pol i •~Y sbo11ld have the i;a.me provll!iou fo 1· purtlcipatlon in the earnings 
911 the nonp11.r Ucl11Mlng- lmslnesa . .u s uch a. nrovlsion were to ba lnse1·ted 
ln all nonpo.rtic lpatlng po11c1e·fl, sllch policieJ;i then, Q.y their r1wn term1;1, 
hecorue pn.rliclpo.LL11g pollc ea and Lhe <lJs~rllJu l Ion of <:livldcnd11 wo1.tla 
be governed by lho sta.h1tcs citoil a.!Jo.ve aw.l •Lhe pu t·ported stJc:lclal 
uclvantage wou Id uol exist. lt co.n he <;:Onclu<lcd th.at 11a.rtlcl.t.>O.thJg policy 
to nui> Issue(! liy llCe lnsura.n1:c compa.11les shoulrl a<Jcurately sto.te the 
condlotlon,s Imposed hy stf~tut•~ for distl'lbution of isu1·plu11 accumulations. 

u Is a.lso worthy oJ; mention th~t tho Wiscoualn Securities Law, In 
secllon 189.02 (l), dell.nee a. secu i·l.ly as lnctutling •

1
•any i11terc.st, slmre 

or pa,l'tlo·lpa.Uon lu uoy 1n·oOL1;1, earning.,,, 1>rotll-sha.r ng agreement, ... " 
'l'here o.ppeo.rs to IJe subaolanllal evidence tlla.t i f tJ1e ptoftt -sha.ring or 
surpll,ls-shnrlng type ot vol icy we.re to he conaldered 1).8 corn p lying w.lt.h 
the Insurance statutes it would then be considered a.a wHhln the defi
nltlon of a security .a.rid subject to regl1lo.tlon o.s such. 

':Che provi1Jlons of Wisconsin Adm!nfatratlvo ()ocle section Ins 2.08 are 
JnLe·nded to O.PJ>ly only to pol'icles lssuea on or a-ne1· Jt.s eft.ectlve date, 
aud It doe11 not 1L~~ply Lo conb·acts lasued p1•lor Lo the effective dale. 'l'he 
ador> Llon o! rthe rule sl.Jould nc>L tlist.uJ'll or cai:;C doulJt alJOUl the valldlt'Y 
or: previously l11sued cont.rnc~s ot t.be type described In th<! ruJe, Such 
conLro.clis were issued 111 goocl .faith by Lhe bl.Surll11ce compa,nlc.l!, and 
there Is no retro.o.ctlve impact o! the rule. 

Jllstory: Cr. Register, M.u.y, 1963, No. 77, eff.. 6-,15-62. 

Ins 2.09 Separate and distinct i·e1lrescntaf.io11s of life insurance. (1) 
Pun.POSE. The inte11ests of policyholders and pul'chasers of life insu1·
ance which is sold in connection with a:ny secmity must be sa:fe
g1.1a1·ded by pl,·oviding them with clear and unambiguous written 
proposals and statements in which all material relating to life in
sm-a11ce is set fol:th separately from any othe1• mo:teriaJ. 'l'his l'ule.,, 
hnpi,ments an\;l interprets sections 201.0fk.(3) (~; '201.53 (l) Y' (2), 
(8), and .. J l3)'1 206.41.<: (11) (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 solicit, service, or 
collect p1·emiums for life insurance which is sold in connection with 
a mutual fund 01· othe1· securii-y. 

(2) ScoPE. This rule shall apply to the solicitation of, negotiation 
for, procmement ?; __ o'I· joint billi11g of a.ny insu:rnnce specified in 
sect).on 201.04 (3) ,vwis. Stats., within this state or involving a i·esi
dent of this state where it is known to tl1e insurer 01· the insurance 
agent that the sale of any mutual fund 01· other secu1·ity h.as bee:n, 
ruay become, or is a part of any such tl'ansaction. 

(3) DEFINITIONS. For the purposes of this i·ule: 
(a) "Proposal" includes any estimate, illushration, 01· state)'llent 

which involves a representation of any premium cl1al'ge, dividends, 
terms, or benefits of any policy of life inslu-auce within subsection (2) . ./ 

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

( 4 ) REsPONSIBlLITY OF INSURER AND AGEJNT. No insu1·er and no in
surance agent s,hall make, in connectfon w.ith any transaction within 

Register, Febl'Uary, 1964, No. 98 
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subsection (2), ~ proposal or billing other than in accordance with 
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. 

(5) 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. 

History: Cr. Register, 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) nrlning, (e) contract con
struction, (f) finance, insurance and real esta te, and (g) trans1>ort.a
tion, communication and other public utilities. 

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

(3) An insurer may subnrlt other classifications of establishments, 
subject to the approval of the commissioner, which it believes may 

Register, February, 1964, No. 98 
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properly be considered as engaging in activities which are "in the 
same industry". 

Note: T he a,bpvo r11lo Ja an outgrowth or the hcair lngs lleld by U1e r.lepart
ment on Decemb r 17. 1968, t o conslcler the rorrnu latlon or rules and s-uide 
UneB which Ln1mrance companies collld use to tJ t ermlne what grouplnga 
Of employers migllt be perm i.tte l by the pbrai;ie "in th(l 8ame ind llSb'Y" In 
s ·c tlons ~ OG.60 (4.) a nd 201 ,321 (il (c). Wls. St Ms .. to obt:~ln gl'OUP insur
ance covcrai;;-c for · l Ir cmployee·s tlli·ougb the esl.ab li.s lunent of a trust. As 
a . result of the .bear1n g , the dcparhn nt has review a th ba.cJq;1·otuul and 
Ws lory o th• "in U1e aarne l:ndui;b·y" pr vision wWoh was adopted as a 
Rart nf the "Group Life Insw·ance Defl11i tion" a nd ".roul> Lite Insm·ance 
:>t.andnrd l~ t·t1vls l ons'', 1'0vlsed at Ne'v York on Decemlmr 15. 1048, by Uie 
Nat:lonll.I Aflsocla'lion or. Ir1sura1,ce Oomm lsi;;Jono.1•s and ianacte,1 as a part of 
the Wiscons in ta tutes l+t 19,L~. 'J'he ti 1'9.rtment hM conclud d that the 
:r1hras "In tbe same lndui;try" sltoulll be llberully •011strued. It provlcl!ls a 
mea.ns Wl lereby a small emi,loyer, not lmving a sufficient nnmber o.r em
ploy es to qWci.llCy Cor a group plan J! hlri nwn, mil.Y join with 1· the.rs and 
provide the bi'!neflts or grou,p insnra nce to ltls employees u.nd tbcrohy com
pete In the labo" ma.rlt t with the large employe r. lt hn.s been mplla1.1lzlld 
to the de1,a1·tinunl lh•tt t ile etatulell lnvol vec:i ar • 1.it11umnce stal-i1tes and 
that there ls no underwritin g reas n which di tl'l.t s great· r cleta.11 01· nu.1'-
1·owe1· claas ltlca.tions under lli law. '1'•~ re'}ulr e Et .ruore d talled bre1i.kdown 
only llrui lhe effect or a tlding to the administrative cletai l and CXllCDEIC of 
$ettlng up s uch a plan, and s nail clo I> not appear to be reguh•ecl nor In th 
public interest. 

r:J.'Ju1 rule a.ppll ·s only to organlzntlon!;! e.ngugecl in activities other than 
mam1~a.ctui:lng. mpa.:nica uncl r wrlti Dg mul tlpl mployer trusts for em
p loyees e 11 ga.ged in manufacturing shal l he guide I by the opinions of the 
ottorney gene1'1Ll ! tbe s ta t o! W is onsln, dated January 16, 1958, and 
D('oem l" 30, 11158 ( 47 OAG 16 nnd 4.7 Q:AG 326). 

For a general gulclo a.s to tl1e types o.t 01·ga.nlzatl ns which fall w ithin 
ca.ch of the J,"l'Ouplngs ll!1ted ln 11Ubae tton ( 1) of thf rul •, tlJc d piirtment 
B ll l1'S'e~te tllnt Insurers rci :f~r to the clNlsion headlngs fo un cl Jn the "Stanrlartl 
In(lttstrJaJ CJ1).IJ<l fn ca Ion Mi1..nuttl" prupn.1·ccl by the O.nrt d States Eu1·e1w ol'. 
he Budget, Teolrn(<:a.I ornmtttee on Inchtstrla.l Clns~ IUco.tlon, Office of Sta

HstlC'.a.I Standarcl~ :t0fi7, and to <;>the.r shnl lo.r materia l such as th lnd.mrl:rial 
cl:i.sslilcatlon stu,.rdng on. page XI or the "U.S. en i;us or !'opulatton 1060-
0(assLtlecl Index or Occu1mt1ons a.nil Ind.us trfo11." 1rnblisl1ecl by the llntte I 
States DepW'tment of 'ommerce, Bureau of th Census, .1.960; a nd Volum1: 
·v. No. l.. "Wisconsi n Commerce Repo1•ti!," Bureau or Dusin<Nls Research and 
8ervtce, ·Maalson, Wisconsin, Aprll l, lOf,7, 

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

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

(a) Employee benefit trusts or plans conforming 1to the require
ments of subsection 272.18 (31) (a) }1Wis. 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 
exempt from federal income tax and for public schools; 

( d) Salary savings, salary allotment, payroll deduction, or simila1· 
premium payment plans. 

(2) FRANCHISE UNIT HEADQVARTERS. A franchise unit as defined 
in subsection 206.64 (1) (b) ;I 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 itax. 

History: Cr. Register, May, 196 ·1. No. 101, eff. 6-1-·61. 

Register, May, 1964, No. 101 
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Ins 2.12 Exceptions to unfair discrimination. The following prac
tices , without being <J.11-inclusive, shall not be con idered unfairly dis'/ 
crim:inatory as considered by secJtions 206.33 (1) nnd 207.04 (1) (g), 
Wis. Stats.: 

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

(2) Issuing life insurance policies or annuity contracts at premiums 
determined by rating plans which provide for modification of premiums 
based on the amount of insurance; but any such rating plans shall 
not result in reduction in premiums in excess of the savings reason
ably related to the savings made by use of the plan. All cost factors 
must be given proper recognition in order to preserve equity between 
various classes of policyholders. 

(3) Issuing so-called "family plan" life insurance policies which 
include insured, spouse, and their children with the premium calculated 
on the basis of the family unit. The rating plan must give recognition 
to all cost factors in order to preserve equity between various classes 
of policyholders. 

( 4} Issuinwolicies unde1· he autho ·iiv of sect.ions 201.04 (3) (3a)~ 
(3b) or (3c), 206.60 206.63, 01· 206.64, HWis. tats., with th e -premium 
calculated on the basis of the average age of those insured or calcu
lated in some other manner which is appropriate for the coverage 
offered, provided that the rate must be reasonably related to the 
coverage provided and to the savings made by use of ;the rating 
procedure. 

(5) Issuing life insurance policies or life annuity contracts at 
special ratE;s or with special underwriting considerations, reasonably 
related to the savings made, in connection with: 

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

(b) Plans used to fund retirement benefits under the Federal Self
Employed Individuals Tax Retirement Act of 1962. 

( c) Plans used to fund retirement benefits for employes of certain 
organizations exem1Jt from 1 ederal focome tax and public schools 
(so-called tax sheltered annuity plans) . 
. (d) ii:ranclri~e life insu:rance provided under the provisions of sec

tron 206.64~IB. Stats. 
History: Cr. Register, May, 1964, No. 101. eff. 6-1-64. 
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