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Ins 2.01 Estoppel by report of medical examiner. No company or 
fraternal benefit society shall i ssue in thls state a contract, based on 
a medical examination, providing for disability. penefits, 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 ?-nd interprets appli~ , 
cable statutes including s~ctions 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) ,vWis. 
Stats. 

(2) SCOPE. This rule shall apply to stock insurance corporations 
whelf· 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 par:ticipating 
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) 
to the effect that: 
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6 WISCONSIN ADMINISTRATIVE CODE 

(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 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 partici
pating class shall be transfe~Ted to Lhe .nonriarticipating· class. 

(f) The agreement shall r email1 in effect so long as auy ou~st..'lndfog 
participating policies or contracts of such company are held by per
sons resident in Wisconsin except as the applicabl reqnh·ements of 
statute or administrative r ule may be roocli:fied 01· super seded by 
subsequent enactments. 

Natq: .B!l!or e lsi:rulng a n!lw 01· 1·0J.1 •wtU IJcuna to transa.cl tns w·a.noo In 
Uils state the conuuissi-On r or insw·<u100 I$ 1·equlred by s •ctlons ~ 0 1.04 6 and 
201.811, ' ts. Sta.ta., to b!l sa.tis.O.ed thJ.lt t he methods 1.lnd pl'actl ccs ot th e 
Insure r adegua.tely sa.CegWJ.rd tbc interests a:r 'Its vo l! yJ1olders and tHe peopl e 
of this state. Scollan 206.13. Wis. Ste.ts., provid ror Ute lssua.:ioe of P'l-r
ticlpatlng Life insurance policies by stock <l 1mpa.ole1.1. 

'l'!ie nalu1· or p art icipating poll I s i s ( ha t lbc prem ium c!1al'g' lnclltdes 
a.n aud.ltlonal loading ~vh.lch acts a.s the safety factor to prov.ids !or varl us 
contingencies tha t rna.y <tevc.J.op uurlug the term o:( tl.Je 1101ley. The atldJtiona.1 
pl'emiun. 1 th i11; ollect;ed l · then retumed t o the pol icyhold<lr in the form of 
d!vldemls. Section 201.30) W is. Stats ., JJrOvideii 101• the a nnual apportion ment 
and return o r suc11 s11rns al'te l' ma.Icing vrov'h1l·on .for r cqul1·cd reserves and 
I la.bill ti es. 

In re!Jpl)Ct to tlloae po'llcies whlcl1 the .Policyholder hi entitled to sh.II.re 
In Uie surplus, aeot lort 200.36 , ·w1s. Stats., p1·ovicl.es for the payment of 
authorized dividends on caplt\l l s to · c irom tile s urplua accumulations oC th 
partlaiJ>atlng liua iness or the compun)•'. $ Ctlon 201.64\ W is. Stats., authorizes 
distribution o! sa.vlnga, enrnlngs, ot· $tuplus to any cl.ct."8 of pollcyb.oldOJ' by 
filing a s •he.;lule thcniot w.lth the ommlsslcme r In those caiocs w he re ~uch o. 
di s tribution wa.a not, spec l.fiecl il1 the poll y, ln snch cases tbe comm issioner 
has a n obJlga.tlon t-0 be 1mtl·s n cl tba. t the methods and pr·a ctlaea of the 
company arc su ch as to safeguard tho interoat or Lhe pollcyho.ldcrn. 

'Jlhe prlnalp1;1.l portlon or the o.rn ings on pe.rti0Jpati11g- policies is due to 
tl.Je adclltl011al lou.dlng In the premium QJ11wg d ror thQ p licy. It would be 
a misrepr eenta.tion o.t the pu,r ticipMJng prOvi.\!.lons ot a11y auch policy or 
contra.ct l.C a sub~tJ.lnt la:J portion o r th· proflta ac riling fr m s uch pollcl s 
o r contl'a.Ct s were no~ to b 1·etll.rnet1 t o the poUcyllollle rs. Sect ions 206.61 (1) 
u.nd 207.04 (L) (a.).• Wl$. Stats., prObibJ t the mlarepreseota.llon of the dlvi
clentls or slmrt ln surplus to be rec Jvcid on any pollcy. 

It i.s e.v ldent tha t o. stock in1rnra.nco ·orpm·a t lon should not have compJ te 
rreedom in d ntcrntlnlng th l!tmounls tha.t a 1•e to be r m veCI .trom the tundlil 
acCllum1lMccl or b elo·ng ing to the prt1•ticipat!ng class of policyholders a nd 
used fo r the benent C.•f s lockho:Idcrs, A reAsona 'ble Uml latlon In the amounts 
that shall Inure to the benefit of s t ocild 1old.ers i~ nece~sn.ry for the fa lr o.n.d 
equitn.bl. treatment of atoclc life !nsuran e corpora. Ions , stockholder11, an.d 
JlOllcyho ld era. w; flnd t ha t s C!tion 216 ( GJ or. the New York ins ura nce 
statut~s prov! e~ fo r a Umlta.tlon compELrablc to that s ta ted In the rule. Th e 
reco1·d ln that s ta te indlca.tes s uch a Unrltatlon to b reason(.l.ble and work
able and we believe It to be a proper safeguard of the interests of the J)€ople 
of this state. · 

(5) gXCEPTIONS. 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. 
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DEPARTMENT OF INSURANCE 6a 

(6) ANNUAL FILING. No stock life insurance corporation doing 
busilless in this state in which poHcyholders are entitled to share in 
the surplus shall be licensed or i·elice.nsed to transact business in this 
state. unless t)l corporation shjll l ann ally file the information i·e
quired by sections 206.14 (1),"'206.27 ·(Schcdt1le 14, S.), and 206.48,./ 
Wis. Stats. Section 206.14 (1)/ Wis. Stats., does not apply to domest;ic 
stock life insurance corporations, 7 

History• 1-2-56; r. and recr. Register August 1962, No. 80 efl'. 9-1-62; 
renuro. (4) (d) to be (4) (f); er. (4) (d), (4) (e), (6) and (/;), Register. 
January, 1964, No. 97, efl'. 2-1-64. 

Ins 2.03 Policies not dnted back to lowet in.sm·nnce age. (1) No 
company shall issue for delivery in this state any policy or contract 
of life insurance which pUl'ports to be issued or to take effect as oi 
a da.te more than six months before the application therefor was 
made, if thereby the in·emium on such policy or contract is reduced 
below the premiuin which would be payable thereon as determined 
by the nearest bil'thday of the msm·ed at the time when such appli-
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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 pr ohibit the exchange, alteration or con
version of pollcies of life insu1·ance as of the or iginal date of such 
poli cies if the amount of insurance pi·ovided under th e new po).icy 
does not exceed the amount of insur a11ce under the original policy 
or the amount of ins ur ance which the premium paid for the original 
policy would have pur chased if the new policy had been originally 
applied for, whichever is gteater ; nor p1·ohiblt the exercise of any 
conversion privilege contained in apy policy 01· cont1·act. 

Ins 2.04 Substandard risk rates. Life insurance companies may 
charge premium} 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 Total permanent disability benefits in life insurance 
premiums and reserves. (1) A policy of life insurance which pro
vides for waiver of premium or special surrender value, not exceed
ing the face of the policy, in case of the total and permanent dis
ability of the insured, by reason of accidental bodily injury or sick
ness, is permitted under the laws of this state. Such policies are re
quired to have printed or stamped thereon a statement specifying 
separately the amount of premium charged for such benefits; pro
vided, however, if such provision or provisions are incorporated in 
life policies now being issued, without additional premium charge, 
the ultimate cost thereof to be charged against the surplus accrning 
on such p9licy, a statement setting forth that fact printed or stamped 
upon the policy will be sufficient. 

(2) Reserve values on account of such provisions will be based 
upon such standards as this department may prescribe. The company 
issuing such policies will be required to file in this department such 
data concerning such policies and such provisions as the commissioner 
may direct. 

Ins 2.06 Credit life insurance. (1) PURPOSE. This rule implements 
and interprets applicable statutes for the purpose of establishing 
minimum requirements for the transaction of credit life insurance. 

(2) POLICY PROVISIONS. (a) Credit life insurance policies may in
clude total and permanent di sability benefits or may include credit 
accident and health benefits as defi.ned in section 201.04 ( 4a) !"Wis. 
Stats. Credit life insurance policies which include credit accident and 
health insurance benefits shall contain all of the appropriate required 
provisions relating to such insurance. 

(b) Each individual policy or gr oup certificate of credit life insur-
ance shall, in addition to other filing requirements, set forth: 

1. The name and home office address of the insurer. 
2. The name of the debtor. 
3. The amount and term of the coverage by description, formula, 

schedule, or by equating both to the amount and term of the indebted
ness. An insurer may submit other methods for indicating amount 

Register, A u g·ust; 1962, No. 80 
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and term, subject to the approval of the commissioner, which it be
lieves are equally clear. 

4. The amount of premium or identifiable charge separately for 
credit life insurance, for total and permanent disability benefits, and 
for credit accident and health insurance when the debtor has paid or 
obligated himself to pay all or any part of the premium or identifiable 
charge. 

5. A description of the coverage, including any exceptions, limita
tions, or restrictions. 

6. A provision that the benefits shall be paid to the creditor to 
reduce or extinguish the unpaid indebtedness. 

7. A provision that the insurance on any debtor will be cancelled 
if his indebtedness is tem1inated through prepayment, refinancing, or 
otherwise. 

8. A provision that a refund will be granted in the event of cancella
tion or termination. The individual policy or group certificate shall 
either describe the method of computing the refund or state that the 
formula or schedule for such computation has been filed with the com
missioner of insurance. This provision shall not be required if the 
debtor has not paid or obligated himself to pay all or any part of the 
premium or identifiable charge. 

( c) If a contract of credit life insurance provides for a limitation of 
the amount of coverage related to credit life insurance provided by 
other contracts in force on the life of the debtor, such limitation shall 
be explained to the de!Ytor at the time the indebtedness is incurred and 
shall be acknowledged in writing by him in an instrument separate 
from the individual policy or group certificate. Alternatively, the in
dividual policy or group certificate shall include a brief description or 
separate statement referring to the limitation of amount of coverage. 
The brief description or separate statement, if used to meet the fore
going requirement, shall be printed on the first page of the individual 
policy or group certificate in type more prominent than that used in 
the text of the policy or certificate and shall clearly indicate the limita
tion. 

( d) If a contract of credit life insurance provides for a limitation 
of coverage related to the age of the debtor, such limitation shall be 
explained to the debtor at the time the indebtedness is incurred and 
shall be acknowledged in writing by him in an instrument separate 
from the individual policy or group certificate. Alternatively, the in
dividual policy or group certificate shall include a brief description or 
separate statemenfl referring to the age limitation. The brief descrip- . 
tion or separate statement, if used to meet the foregoing requirement, 
shall be printed on the first page of the individual policy or group 
certificate in type more prominent than that used in the text of the 
policy or certificate and shall clearly indicate the limitation. 

(3) TERM OF CREDIT LIFE INSURANCE. The term of any credit life 
insurance shall, subject to acceptance by the insurer, commence on 
the date when the debtor becomes obligated to the creditor, except 
that, where a group policy provides coverage with respect to existing 
obligations, the insurance on a debtor with respect to such indebted
ness shall commence on the effective date of the policy. The term of 
such insurance shall not extend more than 15 days beyond the sched-
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uled 1nala1;tiL-y di.i.te of the lndebtedm~ss except when ex:tended wit11out 
additional c0st to the debtor or w h<m prnvided by a g\'Ou}'l policy the 
additional p1·onri'nlll for wbioh is paid by the policyl1older without 
:my additional direct identifiable charge to t.he clebtol'. 

(4) At'1:0UNT OE CREDIT LIFEJ INSURANOB. The amounb of credit life 
insurance phalJ not exceed ttie maximum set foi·th in sectiOJl 206.63 
(2) (a) ,vWis. Stats. 

( 5) REFUNDS lN EVE?IT OF (lANCl!JLIA'rION OF JN SU RANCE. Schedules 
for computing refunds in event of cancellation of credl.t life insurance 
prior to ~e sclleduled matui:lty' elate of t})e indebtedness must meet 
the following minimum requirements: 

(a) Schedules used to compute the refund in connection with de
crea~ng life insm·ance: contracts ttmst provide fo1· a ret-urn at least 
equaJ to that which wo\tld 'be provided by application of the so-called 
"Ru.le of 78" sometimes referred to as the "sum of the digits l'U.lo." 

(b) Schedules used to compute the i-e:fund in co:nnection with level 
amount credit life insurance wtitten on single payment, fr1·egular, or 
balloon note transactions must provide for n i·efund at least equal to 
the amount which would be granted if the so-called "·calendar pro 
i·ata. method" we;re used. 

(c) Refunds shaU be based u;pon the numbe1· o:f full months pre
paid .from the maturity date of the policy, counth1g a fractional 
month. of 16 days or more as a fu.11 month. 

(d) Upon termination of indebtedness repayable in a single sum 
prior to the scheduled matiuity date, th.e .refund shall. be computed 
from tM d~tte of termi1iation to the mntm;:!ty date w.ith allowance fol' 
a full month fol' an une~pi.red fractional period of 15 days or more. 
Fo11 example, conside1· a cJ;ed.it life i:nsurance policy issued in connec
tion with nn indebtedness incurred January: 1, 1958, to be ;repaid 
.January 1, 1959. If the indebtedness terminated June 15, 1958, use 
June 1, 1958, to compute the refund for 7 months. If the indelJtedness 
terminated June 16, L958, use July 1 to compute the rotund for 6 
months. 

(e) Credit must be given to the debto1· for all refunds, regardless o.f 
amount, pl'ovided that no i·efund or cxedJt need be made by an in
sure!' if the amount thereof is l.ess t han one dollar. If cTedit life in
sunu1ce and credit accident and health insmance have been in force 
on the same indebtedness, the sum of the refunds d~1e on all su<'l• 
contracts shall be used to determine i t a refund i.s due the debtor. 

(6) EVIDENCE OF lNSURANOE. If .an individual polil).y o~: gt·oup cer
tificate of insurance ls not delivei:ed to the debtor at the time the 
indebtedl'less is .iucurred,, a copy of the ap})lication .for such policy 0,1· 
a notice of :proposed insurance shall be delivered at such time to tne 
debtor. The copy of the application fol.', or D()tice of proposed insm:
ance, shall be signed lJy the debtor and shalt .set fo"rth the name of the 
debtor, a description of the coverage, the amounts of premium or 
ldentiful.ble charge sepa.rateJy in connection with credit life insm:
ance and ci·edit accident tmd h.ealth. i.r1SUl'!lnce. '!'he copy o! ~he tlp'pli
cation for or notice o'f proposetl insurance shall a lso refer exclusively 
to 111sunince coVel'age, and shall be separate and apa:t:t fn~n.1 the loan, 
s~ le or other ct·.edlt statement of account, instrument or agreement 
unless the infnl'mation cequired by this subsection is pl'ominently set 
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forth therein. Upon acceptance of the insurance by the insurer and 
within 30 days of the date upon which the indebtedness is incurred the 
insurer shall cause the individual policy or group certificate of insur
ance to be delivered to the debtor. Said application or notice of pro
posed insurance shall state that upon acceptance by the insurer the 
insurance shall become effective as provided in subsection (3) of this 
rule. 

(7) APPROVAL OF FORMS AND RATES. (a) All forms of policies, 
riders, endorsements, certificates, applications, notices of proposed 
insurance, or other instruments which will be issued or delivered in 
Wisconsin as a part of a credit life insurance contract shall be sub
mitted to the commissioner of insurance for approval under the terms 
of this rule. 

(b) No policy, rider, endorsement, certificate, application, notice of 
proposed insurance or other form pertaining to a credit life insurance 
contract shall be issued or delivered nor shall a refund schedule be 
used in Wisconsin on or after the effective date of this rule unless such 
form and refund schedule are filed with the commissioner of insurance 
and approved by him. No credit life insurance shall be effected on a 
debtor under an existing group policy, commencing with the policy 
anniversary date on or after the effective date of this regulation, 
unless a certificate of group insurance or a notice of proposed group 
insurance, as required herein, is delivered to the debtor on a form 
filed with the commissioner of insurance and approved by him. 

(c) In considering a form of policy, rider, or endorsement for 
approval, the commissioner of insurance will also consider informa
tion submitted in the rate schedule which shall accompany such form. 
The rate schedule shall also be subject to approval by the commis
sioner of insurance and shall contain or be accompanied by the fol
lowing information: 

1. The form number or identification symbol of each policy, rider, 
or endorsement to which the rates apply. 

2. A schedule of rates including variations, if any, based on age, 
sex, occupation, or other classification. 

3. An indication of the anticipated benefits payable under the policy, 
including loss ratio. 

4. If the rate filing is a revision of a prior filing, the new filing 
shall be accompanied by a statement of the experience on the form 
and the anticipated loss ratio under the revised rate filing. 

(d) If an identifiable charge is made to the debtor under a policy 
of credit life insurance, such identifiable charge shall not exceed the 
premium set forth in the rate schedule :filed with the commissioner 
o·f insurance. 

(e) On or before February 16, 1959, each insurer authorized to do 
business in Wisconsin shall furnish the commissioner of insurance a 
list of all policies, riders, endorsements, certificates, applications, 
notices of proposed insurance, or any other instruments which it 
intends to issue to insure residimts of Wisconsin for credit life 
insurance. 

(8) ACCOUNTING. Insurers shall maintain records regarding pre
miums, losses, and other benefits and expenses separately for credit 
life insurance, for total and permanent disability benefits, and for 

Register, August, 1962, No. 80 
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credit accident and health insurance provided by a policy form so 
that such experience may be filed with the commissioner of insurance 
at such times and in such manner as may be prescribed ·by him. The 
commissioner of insurance may require insurers to file with him such 
other information as he may deem necessary for the administration 
of credit life insurance. 

(9) NoNWAIVER OF OTHER REQUIREMENTS. This rule does not confer 
any rights on len~ers or other creditors which are not permitted by 
the laws which apply to them. 

m 11toryr Cr. Register~pecember, 1958, No. 36, eff. 1-1-59; am. (5) (c), 
Register, Mt.1.rc.h 1959, .NO. 39 eff. 4-1-59; am. (2) (b) 3 and 8; (2) (c) 
and (d); (5) (e); (6) and (7) (b), Register, October, 1961, No. 70, eft.. 
11 - J-Gl; am. (a), Register, August, 1962, No. 80, eff. 9-1-62. 

Ins 2.07 Replacement of life insurance policies; disclosure: i·equire
mente. (1) l'URPOSlil. The interest of life insurnnce policyholdru:s in
volved with replacement must be safeguarded by making available full 
and clear irrformation on which to make decisions in their own best 
inte1·est, by reducing the opportunity fo1· misrep·resentation in replace
ment situiations, and by precluding unfair methods of coinpetition and 
w1fair practices in the business of insurance. 'l'ltls rule implements/ 
and interpret$ sections 201.53 (13) }-206.41 11) (a 8, ~7.04 (1) (a), 
and 208.38, is. Stats., by establishing nurumwn standar s for i·~ /<:.. 
placement of life ~nsurance. . . . . U (i 

(2) SCOl'lil, Tlus rule sllall tt ply to the sohc1tation of msurance -
described by section 201.04 (3), is. Stats., cove1'ing :residents of this 
state, and issued by insaxa.nce corpo1·a:tions, lraternal benefit societies, 
the .fedeni.l government or the state life insurance fumL In l'espect to 
the solicitation of such insurance, the procedru·es required by this rul - 1 
shall not apply to g~up, industrial Qr credit life insru·ance described 
by subsect'.ions (3a), (8b) "and (3e) ~f section 201.04, Wis. Stats., llOr 
to life insurance fo1· which the cost or a part thereof is paid by the 
em:r,:>loyer, iior to y>ollcy changes or conversion of te;1:m insurance to •

1 permanent 'nsu1·ance within the same company, nor to insm·ance which 
jg not in force but which may be purcliased under a guaranteed insu1·
ability option. 

(3) DEFINITION. For the purpose of this i·ule, "1·eplacement" in
cludes any transaction wherein new life insurnnce L<J to be pu1·chased 
and it is lrnown to the agent that, as a part of the transaction, e..'Cisting 
life insm·ance lms been or is to be lapsed, surrend.e1·ed, converted into 
paid-up llisurance, become extended insi.irance or be suojected to sub
stantial borrowing of loan values wl1ethei· in a single loan or under a 
schedule of bol'l'owing over a pe1·iod of time. 

(4) DUTY OF Tm: AGENT. (a) Tlie agent must secure with or as a 
part of each application for insurance a statement sJgned by the appli
cant as to whether such il1sm-ance will replace e..xisting insurance, and 
he must leave a cor y of the statement with the applicant for his 
records. 

(b) The agent must submit to the company wjth or as a part of 
each application for insu ·ance a statement as to whether, to the best 
of his knowledge, replacement is involved with the trimsaction. 

(c) Where 1·eplaceme:t1t is bwolved, 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 appli
cant for his records; 
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12 DEPARTMENT OF INSURANCE 

2. Submit with the application to his company a copy of the proposal 
and the name of every company which issued the insurance being 
replaced; 

3. Immediately notify every such company of the possibility of re
placement, and promptly furnish a copy of the proposal to each 
company; 

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

(5) DUTY OF THE COMPANY. (a) Every authorized company must 
inform its agents involved with the solicitation of life insurance on 
residents of this state of the requirements of this rule. 

(b) Every such company must secure with or as a part of each 
application for life insurance a statement signed by the applicant as 
to whether such insurance will replace existing insurance, and the 
company must ascertain that a copy of the statement was left with 
the applicant. 

(c) Where replacement is involved, the company to which applica
tion is made must: 

1. Secure a copy of the proposal and the name of every company 
which issued the insurance being replaced; 

2. Immediately ascertain that a copy of the proposal and notice of 
·the possibility of replacement has been furnished to every company 
which issued the insurance being replaced; 

3. Examine the proposal and be satisfied that it meets the require
ments of this disclosure rule; 

4. Keep a copy of the proposal and the applicant's signed statement 
in its home office for at least 3 years where it shall be available to 
the Department of Insurance; 

5. Keep records of such proposals and replacements indexed so as 
to be readily available to the Department of Insurance. 

(6) CONTENTS OF PROPOSAL. The written proposal required by this 
rule must: 

(a) Be dated and signed by the agent; 
(b) State the name of the company in which the insurance is to 

be written; 
(c) Describe the existing insurance and state the proposed disposi

tion of or the effect of the replacement on it; 
(d) State the facts upon which the agent makes his recommenda

tion to the applicant for replacement of his insurance or state the 
facts upon which the applicant made his decision to replace his 
insurance; 

(e) Contain no misrepresentation or false or misleading statements. 

(7) VIOLATION. Any violation of this rule shall be deemed to be a 
misrepresentation for the purpose of inducing a person to purchase 
insurance. 

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

(9) NOTICE TO POLICYHOLDER. When replacement is involved, the 
agent must deliver to the prospect the following notice: 

ftpg·ister, August, 1962, No. 80 
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NOTICE TO POLICYHOLDER 

This notice to you is for your protection and is requil'ed 
by Wisconsin Administrative Code section Ins 2.07, Rules 
of Department 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 insm·ance 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. 

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 policie3. 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 
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 i·ule, 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 
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to have sufficient funds to pay premiums on a new policy 
in the same or another company. 

V. There may be a few ver:y 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
riving at any decision on such an important matter. 

History: Cr. Register, March, 1962, No. 76, efl'. 6-16-62. 
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Ins 2.()8 Special policies and provisions; prohibitions, regulations, 
aud disclosure 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
mimns to be separately stated. This rule implements and in errn·ets 
applicable statutes inc uding sections 200.08 (2),V 206.13, 206.17, 
206.18, vzos.:yi/206.36, 206.5 (1) ./and 207.04 (1) (a ), (b), (f), (g), 
(h) {and (i ), Wis. Stats. 

(2) SCOPE. This rule shall apply to the kinds of insurance author
ized by section 201.04 (3)(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) 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 ~ hut ar frequently attached to investment 
bonds. Although the face &mounL of the coupon benefit is essentially 
a refund f pl'emium previously paid by a policyholder, it is fre
quently repre. ented 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 
organized , 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 characteristic 
of such a policy that in Jts presentatlon to the public it is represented 
that the polfoyholcler will receive a special advan-tage in al1y f i.l tu1·e 
distribution of eru:ni.ngs, pl'ofits, dividends or abatement of p1·emlum. 
It is also repi:esented that suc.h aclvnntag' will not be made available 
to t he :persons holding other types of policies issued by the company. 
Other names such a s Fomu.len11 P1·esident, and E:i;ecubiVG Sveaia.l are 
frequen tly used foi; po]Jcies of the type herein described, and foi· ·the 
pmpose of this rule when they are ao used they shall be considered 
as cha?·te?· 7Jobicies. 

( c) A p rofit-shCllT'in,g policy is any policy form which contains pi-ovi
sions repTesenti11g that tbe poll •yholder w1J l be elJgible to }larti ipate, 
with special advantage not avai)nble to the pe1·sons holding· other 
types of policies issued by the same company, in any future distribu
t ion of g·eneral corporn.te profits. Such policy f-orms are so cl.rafted. 
that 'it n11pears to a prospective policyholder that he is purchnsing a 
prefel'ential shai-e of the :future 1>ro:fit and earnings of the insL1rance 
corpor~tfon rather than puTCbash1g a life jnsurance policy which may 
be sttpJect to r fund of ·::<: ess lll"atnium payments. The provisions of 
the pol!cy may incorrectly rep1·esont the amount and sou1·ce of sm·plus 
that will be available for apporti.onment and re'tui·n to llolicyholders 
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in the form of dividends. Policy forms using such terms as p1·ofUs, 
surplus, or surplus-sharing in the manner herein described shall, for 
the purpose of this rule, be considered as profit-sha1ring policies. 

(4) PROHIBITIONS, REGULATIONS, AND DISCLOSURE REQUI~MENTS. 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 has special characteristics mak
ing such policy peculiarly susceptible to misl'epresen tatio11 and mis
understanding. (As used in this rule the pTem.ium-paying pe1·iod ex
tends from the date the first premium is due to the end of the policy 
year in which the last premium is due.) 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 misrepresentation. 
Therefore, on or after December 1, 1964, no policy containing either 
a series of one-year pure endowments or a series of guaranteed pe
riodic benefits maturing during the premium-paying period of the 
policy shall be approved for use and no such policy heretofore ap
proved shall be issued or delivered in this state unless: 

1. The nolicy is TI011'pa1·ticipating, 
2. The payment of a pure endowment or guaranteed periodic bene

fit is not conting·ent on the payment of premiums falling due on or 
after the time such pura ;ndowment 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, 

5. 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 p1·ospect or purchaser is 
:folly informed as to the separnte costs involved. / 

(c) Cha1·ter polir;y :forms are defined by section 207.04 (1) (f){Wis. 
Stats., to be a)1 unfair method of competition. They pu11)01't to provide 
a means to an e11d result; that is not authorized by statute and an end 
result that is without reasonable expectation of achievement. Such 
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policy forms misrep1·esent the l'eiSponsibility and obligation of the 
company for equitable distl'ibution of dividends or abatement of pre
miums. Therefore, 110 cluvrter policy shall be app1·oved 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-sha1·ing po lie~ forms a.re contrary ~ statute and the 
public i11tel'est l>y representmg as ~n iI?-ducelnen~ t-o msuran e ~at ~he 
person who puxchases such a pohc~ is p1·oclu·~g a preferential. m
terest in the future profits and earmngs of the insurance corporation. 
Any distribution to a policyholder of the co~pany o~ earnings, pro~ts, 
or surplus is a refund of the excess premmms 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. 'rhe.refore, no profit
sharing policy shall be approve l for use and no p1·ofit-shwrino policy 
heretofore approved shall be issued or delivered in this state on or 
after June 15, 1962. FurU1er, on ot after June 15, 1962, no partici
pating policy shall be approved and no participating policy heretofore 
approved shall be is.sued m· dellvered in this state unless the policy 
p1·oyldes without deception or misrep1·esentation 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. 

Nota: 'l'he above rule I ~ the ud product of a. ci:l.l'eful study and evul11-
atlon ot the Ll'Q.Hsilrtp t or Uie hllaring on .J1utua.ry 16 und .January 17, 
1962 , on the proposed rule. :Ouo conslde ralion was EJlven to tl)e exl11 blts 
and the J)r po.r cl atu.t ma nta pr sen Led a t U1e hea.J"!ng u.nd to the several 
briefs tiled s ubsequent to tho Ilea.ring. 'l'bis Is t ile Jlrsl time since the 
J>fLssu.ge of Publl r~aw lG lh11.L s u ch a la1·g-o o,mount of legal o.·nd actu· 
a lal talerit was !o<!usetl on lltese SJ)eCl!lc mo.Lt rs ot Lbe life lnsu runco 
business. The 11uruber and sl~ o~ tJ1.c IH1ef~ o.ud cxltlb1ts reflact the 
substantial Limo lnvo lv!'ld •vi Lh heir 1'l'er111ration, 1tnd the 1nformn~l on 
they eonla!ned en.at consid !'able light on the is>1urui under conslderallon. 

It ls ot ln te reat to not lltal the first cou1,>on-type ll (o lnsw·ance policy 
-was accepted for use In Wis ·onaln aboul 1U40. Ch.u.pie r 207, Wisconsin 
Sta.tutea, rela.tlng Lo U 11r111.r Inau1·e.1' ' e 13 \l siJ1eas Moll!od11. wa:i enact d 
In 1947. Ir1 1-9~9 a. newly orgcrnlzed c<;>mpany eommenc.ed the use of a 
chnrter-type 0\1.non policy with prolli or !!1.ll'l,)lua sharing p1·ovi11io11s. 
Because of the lntraanont submission ot su ·h a typo of lffe Insurance 
policy, lbe J;J1aura.n Depu.rLnient personnel clid not Cully appreciate t.he 
Impact or the prnvislona o.I'. ho.ptei: 207 (19'17, • u2tl) CH\ the 11rovialona 
or l ife l.nfft1rance poilcJer; fl ied pui·sua,nt to section ll OG.1 7, Wisconsin 
Statutes. 'l'he Jn:formntlon roe.de avul lab'l e na a 1· nult ()! ti. e lumrlng 
serv s to bring tile issues ana t he requtreme n~s of statutes more clear ly 
in foc\l.s. 

An admlnlst1·atlve agency llas a resP.OnslbiUty to coneot any erl'Ors 
In o.dministrallon o.l' the ate.tu t s whJch 111·e b1·oughl to its altentlor1. 
The premise ;;uggesl ed u.t the hea1·Ing by\ U1e oppcments ot tile proposed 
rule llmt a previous admJnlsli-u.tlve ru Ing (u.c 01,tan e of tile policy) 
shou ld be co ntrotlht!';' and should not be revers ·d 111 not a11 1morted by 
tho Wlacansln Suprem Court. I n n.!v t' l!al Unclerwrltera vs. U,ogu.n , 6 
w ·1s. (2(1) 623, the cou1·t in ettect sa.l<l l'hal, in ClLse ot amhlgulty ITI a 
eta.tut . fll'!l.Ctlco. I lnternretatlon ov r (4 Jong per.lod by Il e agency 
chn.rged with adl')'llnlalra.l:ion or ah act or slo.Lu te may be deemed on
tro'lllng, but Wh re tl1 ere Is no a.mblgulLy .in th !awl a pr vious admin
istrative ruling thereon cannot be g iven any weigh a.a an a.dmln l ~li-a.
tlve lnterpreta.tlon. '.l' l'e basla responsibility for the drafting and con
struction of lo.wrui policy fol'rna rests wl h un i.n su rance ompany and 
Its actuaries and lawyers. Jn r viewi ng p llcy fqrma. lhe lnsur1.1.n.ce 
Depart.ment, while seeking lo p1·otect the public lnteresl to the bas t ot 
Ila e.b.lllty, docs not lrtherll o.n ,v !Jo.a le r >aponaibl!Hy for the lawfulness 
o.f any part en• 11. l l of R.11 in:su ranee ontrnct. Therefore, lt 1Lppenra -proJ)or 
to make a. determination of lh mall rs o.L band bO.Meo on tb merits of 
llle 1.aaues u.ud without au obligation to be controlled by a previous 
ruling. 
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Lile ln11ura.1rne con lracts, more than any oUt r kiull of tnsuro.nce, are 
rno.rle on · lhu he.sis of lhe utmost good ialth ot th o 111s u,ra11 e com 11t1.ay. 
Jt la fuadarn nial U1a~ U1e iirovlsions of suoh •ontrncl11 be uev1.sutl with 
cllu·lty a.nd p reclslon. The ommis1Jioue1· ha.s n. 11 ob i igat ion to sae t llil.t 
lh public int1.1r est he ae r ved 11- nd lhe slll.Lute compli ed wilh by 1·e!uslng 
Lo a.cce!)l polfole~ Lha.t arc or tend Lo be 1nlslcadlng or docc1 llvo. Seolion 
20 1.63 (1). \Visconsln Statutes, s tates that: "No ln surn.uce oompn.ny sha,U 
m.ake any ag-1· ·omen t of Insurance other tha n ns pJa ln ly eXJ>J' ssad In 
th Poller.." 

'!'be p r ncl pal Issues involved are ·whether or .noL Uf Insurance coup.on 
pollcles., charter ponc1ea, ttnd. proft1;.-slu.u·ing policies 11.1· consistent with 
and a r e u.uthorlzed l1y staL11t1. om 11r lna1.Lranc companies issue 
pof'lcy form~ u.1ul!odylng 011e 01· ruol'e of tllese featu·r s Ju a sing·Je policy. 
It .l s nece~1sa.ry that ea.ch of t h,cl!e types o{ D .llcles lie disyussed sepa-
1·a.tely ven ~h ugh Lh re ls s m uv rla1,_plng of tbe lflsues involved and 
so m o of the ·same co nside r ation s arc present ln two or more of these 
policies. 

l,rt r e!! J eel:' to l l1 so-call ·ii coupon poUelea, wher · in a seri s of coupon s 
a.re so ld In conjuncU011 wl tb oonvon tlonal IJfe lnsura:nce, there is no 
di ·pute ~ut that lh ·oupons 1.1-re a s .. rles of on ·-y ar pu.r enclowm nts. 
This being true, they should Ile properly ld.cnllfied us 1.ni c.h. '.l.'o p11:nt 
t h o co.upon It\ t11e color and fo1·mu. oe 11•1lton:sl c~ upona common ly 
.~ttad1 d to lnv .atmonl bonds cllsgu lses t l1 • lru · nature of the produ t 
being purchase<'I by tbe 1 Ubllc. 1>0rles ot pne- yeu. r n dowm 11t1.1 al'l'orils 
a specia l LYl'e of bon Ol which tile av r11ge lire lnsura.nc~ buyer would 
seldom purchase Jf h e wore i n t1pos>1esslon Q! Lhe full information con-
ceru fng t he .Pr ml u m.s pa.ta f.61• e 1>u1· e cudow m•nt l.> tmel'lts provided. 

'J.'h gross prcrnium cost lo lhe pollcyholder for the pure enclowmonl 
b \)nelits can be ren.di ly detenuiued by the co 11111uny hy Io1idlng t h e bene
fit.t-1 Lo be al'l'ord d wil b Urn appll ablo oxpe.t:i.se lle1n11 s uc h a.s pJ•emium 
ta.~es, n.cqulslllon cost, and com))any a.dmlnistro.t!on tJXJJOnses, with con
sideration for Items ll ll Oh as lute relJL, rnorla. l lty, 1Jollcy In.pees, LC. IL 
haa b n 11rgu d that Jt ls only necessary lo disclose tl1c net Pl'emlurn 
cos t, which is the nr m!um n eed d lo 1n·ov ld ~ h e b n Ills, without 
reoogn ltlon and [n h 1sion of lh tl<)mpa n y 11dm inislru.Uon expenses and 
ovet'heac.I . "J.'h(lse othor exp.,11ses clo xl11t and il' nt>l s h <lwu with tho 
pure 11o owm nl prenth1 m thoy lh n ti.re nn ll.d ll tlo1l1t l load on llie life 
in11urance lle ing pnr chascc1 in conjunc tion with the m1r endowment 
henefl l. To a r·g-u lh t IL Is n.Jy neccsimry L clisclum1 a. porllou of the 
l>l'emlum cost Is to m·glle lhu. l It ls legal and propel' to decch•" the 
pubUc rnto l>e.lfe.vfng t h at they t\l'e purchasing Ute nd owme1 t benefit 
at 11. premium coal Uuil Is att1·a1;llv in i ·eial-Jon to the l.J cneUts. TL is a 
race that the gross pr 11d1.lln qost will frequent ly Ile s ubsmnl.lally ln 
excess ot be11 lll f! t"turnecl l o Lh .. 1> llcyho ldo1'. Al be.,l. L11 e total of the 
face val ue , or t he pu re endowment benefits Wl)u ltJ appl'o:xJm1tt or P. 
on\ y slightly greo.lel' t:ha n lhe tolrLI grc15;; pn~rnlum J)a(d by lh poU cy
holder. ll l's lJ(>t In l11e pu JJll c lulerest.( nor rs It consistent wftll sections 
201.53 ct). ~06.nl (1) an(l 2\)7.01 Cl) a). Wtscousln 'Ca.Lutes, Lo (!ermft 
i;u h a dee l'lll n and rnlsropr ll<l ll lat lon of Llrn g\·osa n1·e111h1m cost of a 
aeri es of one-year pu,ro et1dowm nts 01· of any serl :i ot gu••ran leed 
pe't'lodlc b<!n Ot11 m.a.Lu1·tng dur lng th Pl'em lulli -Pll.Ylng p 'l'lo d of tl!e 
polJoy. 

Charter p ol Icy Is a nnm g lvru1 to 1i. llfe ln a uJ"ll.11 · poll •y, usuall y by 
1,1. newl y (lrganl;< d Ins urance co111pany. Its bas ic purpose is to provide 
the company ago 11ts with a 11 llcy f(11•1n tha.L IR spccin!ly ••llra tive to 
the purchase.r In 1 rde1· Lhal the ue'v COUJ.Dany will hnv u. com))etlt lv 
advrrntage. TIJ\l ~rntu1• e of th e c ha.rtor-type policy Is that It Is proftl
aharlng 01· tho,t the nqll ylt0lcl~· w1n par Uclj1ilte In l h o 11.1ng-torm e1u11-
Ings oC the oompai1)' . The usna.l J'1Jp 1·esentat o n Is that the J)ollcl s wi ll 
be ias•rnd to the xten L r a pr delt'rnll11 d fixed 11um b 1· of unlls and 
(hat the poll yh.olde!' w-U I be o ne M a ralo.tlvely small ana limll:ed n u m
ber o:f the origin.al noUcyho lll 1·s of 1.h ompa11 y w'l1 0 w-111 11 ltlmat l y 
sha.r·e In the busf-n ss sue HS or lite conip1111y. While this may be a 
useful device to ahl o. n ew company In gelLiug s Ll'led In hµ..~ l ness. Uie 
te•hn lq u , I( i t Is to be JJ rm tlle cl. m us 'be oons lste 11 t with Lil e r er1 uir -
ments of statute. Section 207.0 'l (1) ([) slates thal: "lR'IUlng .•• 1\.-DY 
specia I or advisory boar<'I c~n tru.cts or o th r con lra •ts of any kl nd 
promlsl11g rMu.nts o.n d f)l'Oflta ns an 1ndu cement to insunmco" le a n 
u nfa ir m tl1od of compellllon and ls an unfnir arid dee pt·Jve a ct or 
pJ·acUce In tll > btts ln ss of lnsui·n.nce. S uch ll'ade prnctlces are prohlb
fted by section 207. 03. 'l'he ~echnlque or olfaring .rel11rns 0 1· proflls Lo 
& small g1·oup o.r the flr~t pol! •yh Id rs r u. .ornp1,1..ny Is clearly cou ln1ry
to sla~uto. lL Is a chart\oler!stlc of cho.rtcr polio!1;1s th!Lt they rcPl'Ol:l .nt 
~hat the po llcYholc.ler will pull lpal\'l wlU1 sp olal n.dva.n to.ge i n t11e 
long-term ea.rnJngs or L)le compn.ny. This is n. misl'e1)1·es nln.llon when 
view a 1n th.e llgh t of lhe reqli!r•en1 nt ot s ecllon 20G.33 (1) that "No 
life h:1$1,11•an •e co'mpan:;r- s ho.JI mak e 1.1r p e rrn lt a11y <li&t!nctlon 01· <l ls
cr lmt 1111.tio11 between in ~ura nts o~ th so.rue class u,ll(l equal xpeotilti r'I 
of Hfo In th umounL r puyn1 nl of p1·emlunu1 or h1 any 1·elut·n or p re
m1u n 1, cllvldends or o-tber n.dvunlages. · After consld t'<Lt !on oC th Jssues 
Invol ved It Cll,nnot l! co nc lud f'd Umt c har•Ler- typ Ufe inau1·ance con
tl'acte are co11sl11teut with the requirement c>f statu te. 
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Proflt-sb11.ring IJ'I a Jittn1e ns 'd to <lescrJlJe a.11y llr.e lnsuro.nce oontrn:ct 
wh ich pi·ovldeJl rhM th 110 11 ybolr.le1· wil l . po..rtlclpate \Vltb speola:~ 
advo.ntage In th g n ern l s_u rplu1; a.ocumulatloH!I o! o. life losura:nce 
•ompu;nv. If the company 1ss11l11 g such polic·ios Issues pi..1·llclpa.tln.g 
policies· axcl uslvely t.hen tl1 r ight: ol' ea.ell pollcyholtler to pa.rtlclpale 
In th surpl'us of thtl. aornpo.ny ls the same a.<i the right of ev·o.ry other 
nollcyholder of U1e cornl)11,ny. l:rt ffL1oh cases Uie stll-tntea (2-0 6.13 (1), 
20G.3:l, 206.36, and 207.0-1 (1) (g)) require equltalJle a.ntl nondisorlml11a
tory annua'I anportlonment and rehtrn of tho surplus a.conmulatlomi. 

Fl<•W ver, the matters Involved a.re m uch nioro complex when a Ufa 
lusurll.llce com[ltLllY issues both po.rt! c lpatlng tual nonpa rtlclpa.llng poll
cte5 Uuderlyl1lg tile mtl.tt rs to lie comrlr.l1n· u ls the fact that any 
dlv ldtlml on a pa1·ll c loa.til1g noll oy Is css ntin.Jly a reh1rn of ex:cess 
premium />aid l.>y the v Ucyho ld r . S ction 206.13 (1) nrovid s that tho 
J>art.lc lpn.t ng- pollcy, by I ts terms, must give the polityholcler tho fuU 
right to partlclp(l.to o.nuually In tl10 surplus a.cou rnula.tlons from the 
ptU'Uf'ipallng l.n1sh·1css of the con:ipany. 'l'he Issue In questlun Is whet:ho1· 
the statut s auti101•lze a. Hfe Jnsurr.rnce ornpany to Iss ue contracts whi ch 
p1•ovl<le l ha t a c las.s of 11urllclpil.tlJ1g pollcyh.olclers wi ll partlcipa t w ith 
special advantage m lh e l ong-term cori101·ate earnings of the company 
pn bo·th partkipallng a,nd n1mpa,rt;iclpatlng- bufllneRs. Se••tion 207.04 (1) 
(1.f) 1 defines as n prohi'blt cl unfo.ir Llisc'rlmirni.tion the "ma.ki n g or per
mllt!Jig nny uu!a lr dlscl'lrnlno. Ion b tw on Ind iv idua l$ or lhe ae.m class 
11,nd' eQ\1al 0x.pecllJ.ti(m of life In the rates chargecl f or o.ny ccmtrarit of 
lifer l.ns11ro.nc0 or of lif: annull,,V 01: In th dlvld nrls o r ollle1• benefits 
payable thereon, ... " Sectl'on 407.04 (1) Ch) defines as i·ebating p1·0-
hi'bitecl by sactlon 207. 0:l, the "pa;i ing or nllow,ing or g iving or oftel'f.ng 
to Ilfl.Y ... 11ow Ol' gtve, dlrnc Lly or lndirect !y , as lnclu<JOl11e·nt to s uch m -
1iuranco or nnnnl ty, any rebate of premi ums payable on the contract, 
or any special flwor or auvan(Q.ge ITI tho dlvltlen<ls or other 'b netlls 
theroon, ... " From lhlii It cn.n bo ·on cluded •Llia l tho stalules do not 
pertnlt the ls8l.lanc of o. contract which glves the po l lcyhold er a. promise 
o:r rebate of pJ·emfutn or a sp cial advantage In cl lv lcl encl. Sectio n 207.04 
(1 ) (I) -provides thnt. In l'Cspc<'t to discr imination and reba t es, •the ni·o
Vi$lona of section ~(17 .04 (1.) (g) and (h) do not prevent t.h abatement of 
prcm:Jnm out of surpl us accm11ulaled from nonpa r t icipating business 
1 rovlded thwt such i~balement of premium shal l be fa.Ir and equitable 
to .poll cy hold r s a.nd fo1· the b st lutercsl ot tile company and Its pollcy
holcl e.r s. •rJ1 is stn.tu le is th only authorization for payment of dividends 
from the surp lus accumu lat cl from nonpi;wll ipa. tlng business. The Im
pact or · Lhis statute Is that any dlstdbutlon or surp lus accumulated 
from uonpo. r liclpa.tlng bus-Incas must be falr and equitable to both. par
t lcl p11.L111 g and nonpartllllpal[ng pol lc)' l>olri e rs a.rid for the 1 e~ t 1-nterest 
o.r the company Lrnd t he uarLlc lpo. Ll.ni;: and nonpa.·1•~l cipatlng )'ollcyhold
· rs. Th•;s, •C• parllcl)1a l.h1g po l icy which J,?urpot·ts to provide by Its own 
terms or by · the n et n~1rnlt ot' Cho applica.tlon of Its terms 'that t h e 
pol Jcyholl'l·or 'v111 partlr:l1mt ·Jn Lhll surplus accumulf.lt ed on nonpa'l'trcf
IHttlng bus iness is not a true representwtion ot fact since the par ticl
patlng pol lc)r cnn only J)U.rticlJ?llte to a.n extent that Is equitable \vlth 
the pn.rtlc lplttion of LlHl nonr.1nrtlcl11ati11g nollcy, a.11d Lo be equitable 
and not misrepresent t..be r ights of th0 p llcyholde.1· the nonpn.rtl olpntlng 
f'Oll cy should .have lhe ~a.me prov lsiu11 Jor partlclpatlon In the earnfn gs 
on the non1 al'l:.'ioip111l1ng buslntrns. ll aul.lh a provlslon were to be Inserted 
i n l\ ll no11partl c lp11.Ung :po'Jlcfos, su h po l lei s h e n. 'by th Jr- own terms, 
become participat ing· poli les and th tl. d is tribu tion o! dfvkdends woul<;I 
be governed by the statut s •it tl ttbove and 'the purpo1·ted special 
advantage would "ot exist. It cn.n b concluded Lhat participating policy 
forms issued by Ille i11sw·11nce ompan l e~ s hou ld nccu:ro.t e ly state the 
condi,tions imposed IJy statnl fQl' distribution of su rp lus accumuJations. 

It is also worth)' of moutiou fhµ.t the Wlsci;msln Secu rities Law, in 
section 189.02 (1), d•~flnos a secuTlty as Jnclud1ng "!my interest, aha.re 
or participation in a11-y 1 ro flt s, ea.rnlngs, pt·ollt.-sha r lng ai;n·eement •... " 
There appears to be s11b$lti11llal evlllence that If U11~ profi t-sharing or 
surplus-sharing type of pol.I cy were to he cowsklered as comp lying ,.,.-Ith 
the insurance statut s iL wou ld then b ·onslclered as wtthln Ute defi
nition of a security and subject to regulation as such. 

The Provl:J1on s of Wtscon!lln .(l,cl111I T1 lstratlve Coclll section Ins 2;08 are 
intended to app ly only to policies lssu d on or after Its effective date, 
and it do s uot ap \1ly to contra.ct~ lss\1 d prlo1· t o tl1e ei'fective date. The 
adoption of tlJe ru e should not disturb or cast doubt about the validity 
of previous ly illsu •d ·ontro.cts or lhe type c1escrlbed In the rule. Such 
contracts were lssuecl In g ood f a.It h by the lnsu1•ance companies, and 
there is no retroactive impact of the rule. 

The amendment to subsection (4) (b) of this rule, effective Decem
ber 1, 1964, does not Impair the validity of any contracts Jn force prior 
to the effective elate and does not prevent a company from performiT!g 
on any such contracts. 

History: Cr. Register, May, 1962 No. 77, eff. 6-15-62; am. (4) (b), 
Register, August, 1964, No. 104, eff. 12-1-64. 
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Ins 2.09 Separate and distinct r presentations of life insurance. (1) 
Puru>ose. The interests of policyholdel's and purchasers of life insu.r
ance which is sold il1 connection with any security must be safe
guarded by providing them with clear and unambiguous written 
proposals and statements in which all mate.rial relating to life in
surance is set forth separately ~rom any other m~e1·ial. This rule 
imp! ments ang interprets sections_.PQ1..Q5 ,(3) (a); 201.53 (1)-;' 2 , 
(8), and (13)"; 206.41 (11) a) and ~J~06.51 ;~07.04 (1) (a), (f)V 
and (h) , and 208.33, W'is. Sta s., by establ.ishing minimum standards 
for the form of proposals a:nd statements used to solicit, sel'Vice, or 
collect p1·emiums for life insm·ance which is sold in connection with 
a mutual fund or other security. 

(2) SCOPE, This rule shall apply to the solicita:tion of, negotiation 
for, procurement of, or joint billing of any lnsm·ai1ce speciiled in 
section 201.04 (3) /Wis. Stats., within this state 01· involving a -resi
dent of this state where it is 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 representation of any premium charge, dividends, 
terms, or benefits of any policy of life insurance within subsection (2) .v 

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

(4) RESPONSIBILITY OF INSURER AND AGENT, No insurer and no in
surance agent slylll make, in connection with any transaction within 
subsection (2) j"'a 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) Wru'l"rEN PROPOSAL. In any solicitation or sale within subsec
tion (2), the p1·ospect 01· policyholder must be furnished with a copy 
of a c!ea1· and unambiguous w1:itten proposal not later than at the 
time the solicitation or p1·oposal 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 insvred; 

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

Register; Aui::-ust, 1964, No. 104 
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(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. Reg ist er, Oc tober, 1 963, No. 94, e ff. 11- 1- 63. 

Ins 2.10 "In the same industry", definition of. ().) 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". 

No to: 'l'he tibovc rule Is t1Jl ou tgrowth or the headngs held by t h o depn rt
m <!nt on Decemb r :17, 19r.a. to consWor t b Cor rnulatton of ru lefl a nd gi,1ide 
lln . ~ wh ich ins ltrance co111p1.1.n l s could usP. to aetunn lne wha t grou 11lngs 
o r Cl1lployen1 rn i gh~lim pe rm lLt e<l lJl' tho h rase " i.n the same ln(l ustn• " ln 
~e t rons 20 6.60 (4 ) tlllcl 204.3!!1 ( l ) ( ) , Is. Stats .. to oM u ln g roup ln3ur-
1.1.nco coverage ro r their 01nployoes t1 1rnugl1 t he ~tubll aJ1me11t of a. ll'us t. As 
n t'e8t1 l t or t 1'e hen.r in g , tho d pm·tment has revl ew f'.'.tl tho b ack ground aucl 
li lsttlry 01: the "Jn th , gn_111 h1t11.1stn" ' p·1·ovlaion w hich was nrlortetl t\9 a 
pnz· t or the "' tl-i:oup Llf l'.nsun:i,ncc Defin ition" and ''Group Llfc l nstu•an cc 
St n.ndarcl :Provisions", 1· vl.'<ed nl New Y rk on D embei· 16, 1.U48, bY th e 
N(LtiOmt l Aasoc.iallon of 1n.Quranc Con1ml.qsloncr::; ulld inctcd as 11 part of 
the Wisconsin ta tutos In lO•lO. T be <l po.rtment has c11ncludc1l thM t he 
11l1rase "In t he sam lnrl u1il ry" 11houlcl be liberally coni<t ru tl. It provides a 
m a.ns w herehy a smaU em ployer, not having a su mcl n t n uruber of em
ploy cs to quali fy r r n. gi-oup iihu1 or his own, rut~Y join with olh rs and 
provide the benefi ts 01' gr UJ\ lnsul'ance to h is 'rn1J loy s ancl th r by com
p le in the la bor mark et with t he large employer. Tt ho.a been emphasized 
to tho depar tment lhnt tlt 11tntul es lnvolv cl are lnsuran e s tutrs and 
t lmt t here Is no UD!lerw ritlng r eason w hich aiotates greatl;n· clcta ll or nar-
1·ower cl ru;sl fl ca.t lon11 unde r t h la.w. To 1· qnlr a more rletalled brca.k cl wn 
only has t he cfllect of nclcllni::- to tbe atlmln lstrc~t l v c cl •ta ll ancl expense OJ' 
s ttl ng u11 s uch a J>lan, u.nrl 11u •h do s not ap_pear to he requir ed nor 1n t he 
publlc In terest. 

The rule np.l)lles olllY lo orga nizat ions e:i1gngecl In activ it ies other than 
mnnur.ictu·1·rng. on1pn.nl s underwri t ing rnu l t l pl m]l l O~' r t r11sts J'o r m
ployees engaged in manufa.ctt1rl 11g ~hnll be g uided by t ho op in ions of the 
attorney gt;\l\ · l'al or t l1e ~tale or · ' iVl 11c:nITT! fn , dated J anuar y lG, 1058. nncl 
DecernlJer ao. 106$ ( 47 OAG .16 a nu 4·7 AG 826 ). 

For a. genrwnl guld o.s t o the t ypes of orgnnizatlon s which fn.l! w ithin 
each Of the grou1,slng11 l!Rtcd tn 1lub1;ect lon (1) oJ' thlB ru l the depiirlrnent 
suggesta t ha t ins u r rs r efer to lhc dlvlal n hcu(lJngs found Jn the " Stonclartl 
l nd uatrlnl Cl~Alflca.tl n M'nnun.I" 11 1· nar t1 by t he U nl l tl Stat s Bur u or 
the B uel.get . Technlca.l omm lttce on Intlmitrill.I laRaitlcat l 11, ffif'c of Sta
t ist ical Sta.nr1a.rcls1 19fi7, anti to oth r slmller mo.tcrlal such ns t h i nd ustrial 
clnssHI n.tlon s tarting on pni,'I' ."r of t11 " .S. , ensus or T.'opu lntlon 1060-

l nss!O e~l l n cl x of Occu mi.tions and Imlustrics." pu]))b1he1l by the U n it ed 
Sl at s Dcpa.rtrn nt o r omni rr . Bure11.u or t h e ns118, 1.960 ; aml V lume 
V , N'o. 1. '"'\>V is onsin ommer Report."<, " Bureau or B u1ii ne>ss ll s ar ch a nd 
S •rv i •e, l\!faclison. Wisconsin, A pril t , 1957. 

History: Cr. R egister, F ebruary, 1964, No. 98, e ff. 3-1- 64. 
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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 pla,ns conforming to the require
ments of subsection 272.18 (31) (a) /Wis. Stats.; 

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

(c) Tax sheltered annuity programs for certain organizations ex
empt from federal income tax and for public schools; 

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

(2) FRANCHISE UNIT HEADQUARTERS. A franchise unit as defined 
in subsection 206.64 (1) (b)1( 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, l\fay, 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 consi9ered unfairly dis
criminatory as considered by sections 206.33 (l)"ind 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 mqde by use of such plan. 

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

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

(4) Issu~ng policies under the authority of sections 201.04 (3)1{ 
(3ah (3b) or (3c) ;/206.60,\ 206.63, ·or 206.64, Wis. Stats., with the 
premium calculated on the basis of the average age of those insured 
or calculated in some other manner which is appropriate for the cov
erage offered, provided that the rate must be reasonably related to 
the coverage provided and to the savings made by use of the rating 
procedure. 

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

(a) Employe benefit trusts or plans conforming to the requirements 
of section 272.18 (31) (a), Wis. Stats. 
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(b) Plans used to fund retirement benefits under the Federal Self
Employed Individuals Tax Retirement Act of 1962. 

(c} Plans used to fund retirement benefits for employes of certain 
organizations exempt; from Federal income tax and public schools 
(so-called tax sheltered an11uity plans). 

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

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