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Ins 2.01 Estoppel by report of medical examiner. No company or
fraternal benefit society shall issue in this state a contract, based on
a medical examination, providing for disability 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 and interprets appli-,
cable statutes including sections 201.045,-201.34,201.50,°201.54, 206.13,
206.27 to 206.32, 206.36, 206.48,"206.51 (1), and 207.04 (1) (a),”Wis.
Stats.

(2) ScopE. This rule shall apply to stock insurance corporations
whery transacting the kinds of insurance authorized by section 201.04
(3)Y Wis. Stats., in the form of participating policies.

(3) LIMITATION OF PROFITS INURING TO THE BENEFIT OF STOCK-
HOLDERS. The protection of the interest of the public purchasing par-
ticipating policies and contracts issued by stock life insurance cor-
porations requires a reasonable limitation of the profits on partici-
pating business that shall be made available to stockholders. In
consideration of the amount of life insurance customarily transacted
in relation to the capital contribution of stockholders and to safeguard
the interest of policyholders in this state, no profits on participating
policies and contracts in excess of the larger of (a) 10% of such
profits or (b) 50¢ per year per $1,000 of participating life insurance
inlgorce 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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(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

(¢) 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 transferred to the nonparticipating class,

(f) The agreement shall remain in effect so long as any outstanding
participating policies or contracts of such company are held by per-
sons resident in Wisconsin except as the applicable requirements of
statute or administrative rule may be modified or superseded by
subsequent enactments.

Note: Before igsuing a new or renewal leense to transact insurance in
this gtate, the commissioner of insurance is required by sections 201,045 and
201,34, Wis, Stats,, to be satisfled that the methods and practices of the
insurer adequately saleguard the interests of its policyholders and the people
of this state. Section 206.13, “Wis, Stats,, provides for the issuance of par-
ticipating life insurance policles by stock companies,

The nature of participating policles is that the premium charge includes
an additional loading which acts as the safety factor to provide for various
contingencies that may develop during the term of the policy. The additional
premium thus collected is’ then returned to the policyholder in the form of
dividends, Section 201.86, Wis., Stats., provides for the annual apportionment
i!lgilinll‘aturn of such sums after making provision for required reserves and

hilities.

In respect to those policles in/ which the polieyholder Is entitled to share
in the surplus, section 206.36," Wis. Stats., provides for the payment of
authorized dividends on capital stock from the surplus accumulations of the
participating business of the company, Section 201.64, Wis, Stats, authorizes
distribution of savings, earnings, or surplus to any class of policyholder by
filing & schedule thereof with the commissloner in those cases where such a
distribution was not specified in the policy. In such cases the commigsioner
has an obligation to be satisfled that the methods and practices of the
company are such as to safeguard the Interest of the policyholders.

The principal portion of the earnings on participating policies s due to
the additional loading in the premium charged for the policy. It would be
a misrepresentation of the participating provisions of any such policy or
contract if a substantial portion of the profits accruing from such policies
or contracts were not to be returned to the policyholders. Sections 206,61 (1)
and 207.04 (1) (a)y Wis, Stats., prohibit the misrepresentation of the divi-
dends or share In surplus to be received on any policy,

It is evident that a stock insurance corporation should not have complate
freedom in determining the amounts that are to be removed from the funds
accumulated or belonging to the participating class of polieyholders and
used for the benefit of stockholders, A reasonable limitaticn in the amounts
that shall inure to the henefit of stockholders is necessary for the falr and
equitable treatment of stock life insurance corporations, stockholders, and
pollicyholders, We find that section 216 (6) of the New York insurance
statutes provides for a limitation comparable to that stated in the rule. The
record In that state indicates such a limitation to be reasonable and work-
aFIshg,ndtWte believe it to be a proper safeguard of the interests of the people
o is state.

(5) ExceprioNs. 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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(6) ANNUAL FILING. No stock life insurance ecorporation doing
business in this gtate in which policyholders are entitled to share in
the surplus shall be licenged or relicensed to transact business in this
gtate unless the corporation shall annually file the information re-
quired by sections 206.14 (1),/206.27 (Schedule 14, 8.), and 206.48,~
Wis, Stats. Section 206.14 (1), Wis. Stats., does not apply to domestic
stock life insurance corporations, o

History: 1-2-66; r. and recr. Register, August, 1962, No. 80, eff. 9-1-62;
Pen ediiin, Y S L 1 T8, TRl e i, el

Ins 2.03 Policies not dated back to lower insurance age. (1) No
company shall issue for delivery in this state any policy or contract
of life insurance which purports to be issued or to take effect as of
a date more than six months before the application therefor was
made, if thereby the premium on such policy or contract is reduced
below the premium which would be payable thereon as determined
by the nearest birthday of the insured 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 prohibit the exchange, alteration or con-
version of policies of life insurance as of the original date of such
policies if the amount of insurance provided under the new policy
does not exceed the amount of insurance under the original policy
or the amount of insurance which the premium paid for the original
policy would have purchased if the new policy had been originally
applied for, whichever is greater; nor prohibit the exercise of any
conversion privilege contained in any poliey or contract.

Ins 2.04 Substandard risk rates. Life insurance companies may
charge premiux‘%vin excess of the maximum premiums as defined in
section 206.26,vYWis. 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 accruing
on such policy, 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) Poricy PROVISIONS. (a) Credit life insurance policies may in-
clude total and permanent disability benefits or may include credit
accident and health benefits as defined in section 201.04 (4a)y"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 group 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
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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
o}l:ligated 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 terminated through prepayment, refinancing, or
otherwise.

8. A provision that a refund will be granted in the event of cancella-
tion or termination. The individual pelicy 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.

(¢) 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 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 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 statemens 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 maturity date of the indebtedness except when extended without
additional cost to the debtor or when provided by a group policy the
additional premium for which ig paid by the polieyholder without
any additional dirvect identifiable charge to the debtor.

(4) AMOUNT OF CREDIT LIFE INSURANCE, The amount of credit life
insurance ghall not exceed the maximum set forth in section 206.63
(2) (a)yWis. Stats.

(5) REFUNDS IN EVENT OF CANCELLATION OF INSURANCE. Schedules
for computing refunds in event of cancellation of eredit life insurance
prior to the scheduled maturity date of the indebtedness must meel
the following minimum requirements:

(a) Schedules used to compute the refund in connection with de-
creaging life insurance contracts must provide for a return at least
equal to that which would be provided by application of the so-called
“Rule of 78" sometimes referred to as the “sum of the digits rule.”

(b) Schedules used to compute the refund in eonnection with level
amount credit life insurance written on single payment, irregulat, or
balloon note transactions must provide for a refund at least equal to
the amount which would be granted if the so-called “calendar pro
rata method” were used,

(e) Refunds shall be based upon the number of full months pre-
paid from the maturity date of the policy, counting a fractional
month of 16 days or more as a full month,

(d) Upon termination of indebtedness repayable in a single sum
prior to the scheduled maturity date, the refund shall be computed
from the date of termination to the maturity date with allowance for
a full month for an unexpired fractional period of 15 days or more.
For example, consider a credit life insurance policy issued in connec-
tion with an indebtedness incurred January 1, 1958, fo 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 indebtedness
terminated June 16, 1958, use July 1 to compute the refund for 6
months.,

(e) Credit must be given to the debtor for all refunds, regardless of
amount, provided that no refund or ecredit need be made by an in-
surer if the amount thereof is less than one dollar. If eredit life in-
gurance and eredit accident and health insurance have been in force
on the same indebtedness, the sum of the refunds due on all such
contracts shall be used to determine if a refund is due the debtor.

(6) HEVIDENCE OF INSURANCE, ITf an individual policy or group cer-
tificate of insurance is not delivered to the debtor at the time the
indebtedness is incurred, a copy of the application for such poelicy or
a4 notice of proposed insurance shall be delivered at such ftime to the
debtor. The copy of the application for, or notice of proposed insur-
ance, shall be gigned by the debtor and shall set forth the name of the
debtor, a deseriplion of the coverage, the amounts of premium or
identifiable charge separately in connection with credit life insuy-
ance and credit aecident and health insurance. The copy of the appli-
cation for or notice of proposed insurance shall also refer exelusively
lo insurance coverage, and shall be separate and apart from the loan,
sale or other credit statement of account, instrument or agreement
unless the information required by this subsection ig prominently set
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forth therein. Upon acceptance of the insurance by the insurer and
within 80 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 suhsection (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 cominissioner of insurance and approved by him,

(¢) 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
of 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 residents 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
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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 lenders or other creditors which are not permitted by
the laws which apply to them.

History: Cr, Register, December, 1958, No. 36, eff, 1-1-59; am. (5) (c),
Reglster, March, 1959, No. 39, eff, 4—1—59; am. (2) (b) 3 and 8; (2) (8
and (ay: (6) (e): (6) and (7) (b), Reglster, October, 1961, No. 70, eff.
11-1-61; am. (3), Register, August, 1962, No. 80, eff, 9—1-62.

Ins 2.07 Replacement of life insurance policies; disclosure require-
ments. (1) Purpose, The interest of life insuranee policyholders in-
volved with replacement must be safeguarded by making available full
and clear information on which to make decisions in their own best
interest, by reducing the opportunity for misrepresentation in replace-
ment situations, and by precluding unfair methods of competition and

unfair practices in the business of insurance. This rule implements _
and interprets sections 201.53 (13) }206.41 g}) (a) 8,%207.04 (1) (a),”

and 208.33, "Wis. Stats., by establishing minimum standards for re-
placement of life insurance.

(2) Score, This rule shall apply to the solicitation of insurance
described by section 201.04 (3),'%Vis. Stats., covering residents of this
state, and issued by insurance corporations, fraternal benefit gocieties,
the federal government or the state life insurance fund. In respect to

the solicitation of such insurance, the procedures required by this rule -

shall not apply to group, industrial ‘91- eredit life insurance deseribed
by subsections (8a),”(8b)"and (8¢)Yof section 201.04, Wis, Stats., nor
to life insurance for which the cost or a part thereof is paid by the
employer, nor to policy changes or conversion of term insurance to
permanent insurance within the same company, nor to insurance which
i not in force but which may be purchased under a gnaranteed insur-
ability option.

(3) DeriNrrioN. For the purpose of this rule, “replacement” in-
eludes any transaction wherein new life insurance is to be purchased
and it is known to the agent that, as a part of the transaction, existing
life insurance has been or is to be lapsed, surrendered, converted into
paid-up insurance, become extended insurance or be subjected to sub-
stantial borrowing of loan values whether in a single loan or under a
schedule of borrowing over a period of time,

(4) Dury oF THE AGENT. (a) The agent must secure with or as a
part of each application for insurance a statement signed by the appli-
eant as to whether such insurance will replace existing insurance, and
he must leave a copy of the statement with the applicant for his
records,

(b) The apent must submit to the company with or as a part of
each application for insurance a statement as to whether, to the best
of his knowledge, replacement is involved with the transaction.

(c) Where replacement is involved, the agent must:

1. Present a written proposal to each prospect solicited not later
than at the time of taking the application and leave it with the appli-
cant for his records;
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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.

(¢) 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;

(¢) 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:

Register, August, 1962, No. 80
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NOTICE TO POLICYHIOLDER

This notice to you is for your protection and is requived
by Wisconsin Administrative Code section Ins 2.07, Rules
of Department of Insurance.

L

L.

III.

If you are urged to purchase life insurance and it is sug-
gested that you surrender or lapse or in any other way
change the status of your existing insurance in the proc-
ess, you ave 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.

In every case, it is to your advantage to secure the ad-
vice and recommendations of your present life insurance
company regarding the proposed replacement or change
in such existing policies. You may secure this informa-
tion by notifying your present insurance company or its
agent about the proposed replacement or change. In the
event the replacement or change suggested is presented
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.

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

A. When a new policy is issued, its acquisition costs
must be paid. Almost invariably such costs are higher
on a new policy than the current costs on an existing
policy.

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

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

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

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

IV. For the above reasons it is also generally not to the

policyholder’s advantage to put the original policy on re-
duced paid-up or extended insurance or to borrow its
loan value beyond ability or expectation to repay in order

13
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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 very occasional cases where a re-
placement might be to your advantage, However, your
best protection in every case is to secure the comments i
and views of your present insurance company before ar- . :
riving at any decision on such an important matter. ‘

History: Cr. Reglster, March, 1962, No. 75, eff. 6-16—62. i
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Ins 2.08 Special policies and provisions; prohibitions, regulations,
and 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-
miums to be separately stated. This rule implements and 'm}_;.erprets
applicable statutes including sections 200.03 (2),206.13, 206.17,
206.18, '206.33, “206.36,7206.51 (1) and 207.04 (1) (a), (b), (£), (&),
(h);and (i), Wis. Stats.

(2) ScorE. This rule shall apply to the kinds of insurance author-
ized by section 201.04 (3)Y Wis. Stats., and shall also apply to fra-
ternal benefit societies.

(83) 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 that are frequently attached to investment
bonds. Although the face amount of the coupon benefit is essentially
a refund of premium previously paid by a policyholder, it is fre-
quently represented that it is the earnings or return on the investment
of the policyholder in life insurance.

(b) Charter policy is a term or name assigned by an insurance
company to a policy form. Such a policy is usually issued by a newly
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 its presentation to the publie it is represented
that the polieyholder will receive a special advantage in any future
distribution of earnings, profits, dividends or abatement of premium.
If is also represenfed 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 Executive Special are
frequently used for policies of the type herein described, and for the
purpose of this rule when they are so used they shall be consideved
as charter policies.

(e) A profit-sharing poliey is any policy form which contains provi-
sions representing that the polieyholder 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 future distribu-
tion of general corporate profits. Such policy forms are so drafted
that if appears fo a prospective policyholder that he is purchasing a
preferential share of the future profit and earnings of the insurance
corporation rather than purchasing a life insurance policy which may
be subject to refund of excess premium payments. The provisions of
the policy may incorrectly represent the amount and source of surplus
that will be available for apportionment and return to policyholders
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in the form of dividends. Pohcy forms using such terms as profits,
surplus, or surplus-sharing in the manner herein deseribed shall, for
the purpose of this rule, be considered as profit-sharing policies.

(4) PROHIBITIONS, REGULATIONS, AND DISCLOSURE REQUIREBMENTS. 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
;.5pp11~%\é;d shall be issued or delivered in this state on or after June

sy :

(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 misrepresentation and mis-
understanding. (As used in this rule the premium-paying period 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 policy is nonparticipating,

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

8. The gross premium for the pure endowment or guaranteed pe-
riodic benefits is shown prominently and separately in the policy dis-
stinet 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 prospect or purchaser is
fully informed as to the separate costs involved.

(¢) Charter policy forms are defined by section 207.04 (1) (f)y Wis.
Stats., to be an unfair method of competition. They purport to provide
a means Lo an end result that is not authorized by statufte and an end
result that is without reasonable expectation of achievement. Such
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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 a}nd no
charter policy heretofore approved shall be issued or delivered in this
state on or after June 15, 1962,

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

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

Note! The above rule is the end product of a careful study and evalu-
ation of the transcript of the hearing on January 16 and January 17,
1962, on the propesed rule. Due consgideration was given to the exhibits
and the prepared statements presented at the hearing and to the several
briefs filed subsequent to the hearing. This ig the firat time since the
passage of Publle Law 15 that such a large amount of legal and actu-
arial talent was focused on these speciflc malters of the life Insurance
business, The number and size of the hriefg and exhibits refleet the
gubstantial time involved with their preparation, and the information
they contained caat considerable light on the issues under consideration.

It is of interest to note that the first coupon-type life Insurance policy
was accepted for use in Wisconsin about 1940, Chapter 207, Wisconsin
Statutes, relating (o Unfair Insuranhce Business Methods, was enacted
In 1947, In 1959 a newly organized company commenced the use of a
charter-type coupon policy with profit er surplus sharing provisions,
Because of the infrequent submission of such a type of life Insurance
yolley, the Ingurance Department personnel did not fully appreciate the
mpact of the provisions of Chapter 207 (1947, ¢, 520) on the provisions
of life Insurance policleg filed pursuant to section 206.17, isconsin
Statutes. The information made available as a result of the hearing
?er}ma to bring the issues and the requirements of statutea more clearly
n focus,

An administrative ageney has a responsibility to correct an{r errors
in administration of the statutes which arve brought to its altention,
The premlise suggested at the hearing by the opponents of the proposed
rule that a previous administrative ruling (acceptance of the policg)
should be controlling and should not be reversed |s not supported by
the Wisconsin Supreme Court. In Unlversal Underwriters vs, Rogan, 6
Wis. (2d) 628, the court in effect said that, In cnse of ambiguity in a
atatute, praectical interpretation over a long period by the agency
charged with adminlstration of an act or statute may be deemed con-
trolling, but where there is no amhiguity in the law, a previous admin-
istrative ruling thereon cannof be given any wcl%ht as an administra-
tive iInterpretation, The basic responsibility for the drafting and con-
struction of lawful policy forms rests with an insurance company and
ita actuaries and lawyers. In reviewing polley forms, the Insurance
Department, while seeking to protect the publie interest to the best of
ita ability, does not inherit any basle responsibility for the lawfulness
of any part or all of an insurance contract, Therefore, it appears proper
to make a determination of the malters at hand based on the merits of

th(lal issues and without an obligation to be controlled by a previous
ruling.
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Life insurance contracts, more than any other kind of insurance, are
made on the basis of the utmest good faith of the insurance company,
It is fundamental that the provisions of such contracts be devised with
¢larity and precislon, The commissioner hasg an obligation to see that
the public interest be served and the statute complied with by refusing
Lo accept policias that are or tend to he misleading or deceptive, Section
201.68 (1), Wisconsin Statutes, states that: "No insurance company shall
xtzlllake ﬁny'a.gremuent of Insurance other than as plainly expressed in

e policy."

The principal lssues invelved are whether or not life insurance coupon
pollcies, charter policies, and {wollt-shuriug pollcies are consistent with
and are asuthorized 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 bhe discussed sepa-
rately even Lhough there Is some overlapping of the lssues involved and
gsome of the same considerations are present in two or more of these
policies.

In respect to the go-called coupon policies, whereln a series of coupons
are sold in conjunction with c¢onventional life insurance, there iz no
dispute but that the couponsg are a series of one-year pure endowments.
This belng true, they should be properly identified as such, To print
the eoupon In the color and formal of Interest coupens commonly
attached to Investment bonds disgulses the true nature of the product
being {mrchased by the public, A series of one-year endowments affords
a special type of heneflt which the average life Insurance buyer would
seldom purchase if he were in possession of the full information con-
cerning the premlums pald for the pure endowment benefits provided.

The gross premium cost to the policyholder for the pure endowment
benefits can be readily determined by the company by loading the bene-
fits to be afforded with the applicable expense Items guch a8 premium
taxes, acquisition cost, and company administration expenses, with con-
sideration for items such as interest, mortality, policy lapsges, ete. It
has been argued that it is only necessary to discloge the noet premium
cost, which is the premium needed to provide the benefits, without
recognition and ineclusion of the company administration expenses and
overhead. These other expenses do exist and if not shown with the
pure endowment premium they then are an additional load on the life
insurance beéing purchased in conjunction with the pure endowment
benefit, To argue that it is only necessary to disclose a portion of the
premium cost ls to arFue that it is legal and proper to deceive the
publie into believing that they are purchasing the endowment beneflt
at a premium cost that |s attractive In relation to the benefits, It is a
fact that the gross premium cost will frequently be substantially in
excess of beneflts returned to the polleyholder, At best, Lhe total of the
face value, of the pure endowment benefits would approximate or be
only slightly greater than the total gross E\remlum pald by the policy-
holder. It is not In the public Interest nor is it consistent with sections
20153 (1), 20661 (1), and 207.04 (1) {a), Wiscongin Slatutes, to permit
such a deception and misrepresentation of the gross {n-emium cost of a
series of one-year pure endowments or of any series of ?ruzu'anteed
[m{'llodlc benefits maturing during the premium-paying peried of the
policy.

Charter policy 1s a name glven to a life Insurance policy, usually by
a newly organized insurance company. Its basic purpose is to provide
the company agents with a polley form that is especially attractive to
the purchager in order that the new company will have a competitive
advantage, The nature of the charter-tvpe policy is that it Is profit-
gharing or that the polleyholder will participate In the long-term enrn-
inga of the company. The usual representation is that the policies will
be issued to the extent of a predetermined fixed number of units and
that the policyholder will be one of a relatively small and limited num-
ber of the original polleyholders of Lhe company who will ultimately
ghare In the business sueceas of the company, While this may be a
useful device to aid a new company in getting started in business, the
techniqgue, if it Is to be permitted, must be conslstent with the reguire-
ments of statute. Section 207.04 (12 (f) states that "Issuing , . . any
special or advisory board contracts or other contracts of any kind
promising returns and profits as an inducement to insurance” is an
unfair method of competition and is an unfair and deceptive act or
practice in the business of Insurance. Such trade practices are prohib-
ited by section 207.08, The technique of offering relurns or profits to
a small group of the first policyholders of n company is clearly contrary
to statute. If s a characteristic of charter policles that they represent
that the policyholder will participate with special advantage in the
long-term earnings of the company. This is a misrepresentation when
viewed in the light of the requirement of section 206.33 (1) that “No
life insurance company shall male or permift any distinetion or dis-
erimination between insurants of the same elass and equal expectation
of life in the amount or pugrmenl ot premlums or in any return of pre-
mium, dividends or other advantages.” After consideralion of the lssues
involved it eannot be concluded that charter-type life insurance con-
tracts are consistent with the requirement of statute.
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Profit-aharing Is a name used to describe any life insurance contract
which provides that the policyholder will participate with special
advantage In the general surplus accumulati’ons of a life Insurance
company, If the company isuinrf such imlicies Issues participating
wolleles exelusively, then the right of each policyholder to participate
111 the surplus of the company ls the same as the right of every other
solicyhelder of Lhe company, In such cases the statutes (206,13 (1),
.!!DG.SLI. 206,46, and 207.04 (1) (g)) require equitable and nondiscrimina-
tory annual apportionment and return of the surplus acenmulations.

However, the maltters involved are much more complex when a life
insurance company issues both participating and nonparticipating poli-
cies, Underlying the matters to be considered ls the fact that any
dividend on a participating policy is essentially a return of excess
premium Pa.id by the policyholder. Section 206.13 (1) provides that the
partieipating policy, by its terms, must give the policyholder the full
right to {)articl;mte annually in the surplus accumulations from the
participating business of Lhe company, The issue in question is whether
the statutes authorize a life insurance company to issue contracts which
provide that a class of participating polieyholders will participate with
special advantage in the Jong-term corporate earnings of the company
on both participating and nonpartielpating business. Section 207.04 (1)
(g) 1 defines asg a prohibited unfair discrimination the “malking or per-
mitting any unfair discrimination between individuals of the same class
and equal expectation of life in the rates clmrg‘ed for any contract of
life insurance or of life annuily or in the dividends or other benefits
payahle thereon, . , ." Bectlion 201’:04 (1) (h) defines as rebating, pro-
hibited by section 207,038, the “puym% or allowing or giving or offering
to pay, allow or give, directly or Indirectly, as indugement to such in-
surance or annuity, any rebate of premiums payvable on the contract,
or any special favor or advantage In the dividends or other benefits
thereon, . , ."" From (hig it can ba coneluded dhat the statutes do not
permit the issuance of a contract which gives the polieyholdér a promise
of rebate of premium or a special advantage in dividend, Sectlon 207.04
(1) (i) provides that, in respect to discrimination and rebates, the pro-
viglons of sectlon 207.04 (1) () and (h) do not prevent the abatement of
premium out of surplus accumulated from nonparticipating business
provided that such abatement of premium shall be fair and equitable
to polleyholders and for the best interest of the company and its policy-
holders. This statute is the only authorization for payment of dividends
from the surplus accumulated from nquamlclpat]ng business., The im-
paet of this statufe Is that any distribution of surplus accumulated
from nonparticipating business must be fair and equitable to both par-
ticipating and nonparticipating polleyholders and for the best interest
of the company and the participating and nonpaplicipating gollcyho]d-
ers. Thus, a participating policy which purports to provide by Its own
terms or by the net result of the application of its terms that the
polieyholder will participate in the surplug accumulated on nonpartiel-
pating business is not a true representation of fact sinee the partici-
pating polley ean only participate to an extent that is equitable with
Lthe partieipation of the nommrticipatinfg poliey, and to be equitable
and not misrepresent the rights of the polieyholder the nonparticipating
policy should have the same provision for participation In Lhe gsarnings
on the nonparticipating business. If such a provision were to be inserted
in all nonparticipating policies, such policies then, by their own terms,
become participating policies and the distribution of dividends would
be governed by the statutes ecited above and the purported special
advantage would not exist. It ean be coneluded that partlcipatmtz Policy
forms issued by life insurance companles should accurately state the
conditions imposed by statute for distribution of surplus accumulations.

It is also worthy of mention that the Wisconsin Securities Law, in
section 189.02 (1), defines a security as including "any interest, share
or participation in any profits, earnings, proflt-sharing agreement, , . ."”
There appears to be subgiantial evidence that if the profit-sharing or
surplus-sharing type of policy were to be considered as complying with
the insurance statutes it would then be considered as within the defi-
nition of a security and subject to regulation as such.

. 'The provisions of Wisconsln Administrative Code section Ins 2.08 are
intended to apply only to policies issued on or after its effective date,
and it does not ﬂ-lliﬂ&' to contraets issued prior to the effective date. The
adoption of the rule should not disturb or cast doubt about the validity
of previously issued contracts of the type described in the rule. Such
contraects were issued in good faith by the insurance 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 in force prior
to the effective date and does not prevent a company from performing
on any such contracts.

History: Cr. Register, May, 1962, No. 77, eff. 6-165-62; am. (4) (b),
Register, August, 1964, No. 104, eff. 12-1-64.

Register, August, 1964, No. 104




|
|

I

14f WISCONSIN ADMiNISTRATIVE CODE

Ins 2,09 Separate and distinet representations of life insurance, (1)
Purrose. The interests of policyholders and purchasers of life insur-
ance which is sold in connection with any security must be safe-
guarded by providing them with clear and unambiguous written
proposals and statements in which all material relating to life in-
surance ig set forth separately from any other material, This rule
implements and interprets sections 201.05 (3) (a); 201.58 (1), (2),
(8), and (18); 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 premiums for life insurance which is sold in connection with
a mutual fund or other security.

(2) Scope, This rule shall apply to the solicitation of, negotiation
for, procurement of, or joint billing of any insurance specified in
section 201.04 (3),/ Wis. Stats., within this state or 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.

(8) 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).

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

(4) RESPONSIBILITY OF INSURER AND AGENT, No insurer and no in-
surance agent shall make, in connection with any transaction within
subsection (2)y“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) WrIirTEN FROPOSAL. 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;
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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. Register, October, 1963, No. 94, eff. 11-1-63.

Ins 2.10 “In the same industry”, definition of. (1) The phrase “in
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”.

Note: The above rule Is an outgrowth of the hearings held by the depart-
ment on December 17, 19638, to consider the formulation of rules and guide
lines which insurance companies could use to determine what groupings
of employers might be permitted by the H%II‘E‘LEE “in the same Industry” In
gections 206.60 (4) "and 204321 (1) (e) “Wis, Stats,, to obtain group insur-
ance covernge for their employees through the establishment of a trust, As
a result of the hearing, the department has revigwed the background and
history of the "“in the same industry” provision which wag adopted as a
part of the “Group Life Insurance Definition” and “Group Life Insurance
Standard Provisions”, revised at New York on December 15, 1848, by the
National Association of Insurance Commissioners and enacted as a part of
the Wisconsin Statutes in 1949, The department has concluded that the
phrase "in the same Industry” should be liberally construed, It provides a
means whereby a small employer, not having a sufflicient number of em-
ployees to qualify for a group plan of his own, may join with others and
provide the benefits of group insurance to his employees and thereby com-
pete in the labor market with the large employer. It has been emphasized
to the department that the statutes involved are insurance statutes and
that there is no underwriting reason which dictates greater detall or nar-
rower classifications under the law, To require a more detailed breakdown
only has the effect of adding to the administrative detall and expense of
getting up such a plan, and such does not appear to be required nor in the
public interest.

The rule applies only to orgnnizat{ons engaged in activities other than
manufacturing. Companies um.m‘wrltinF multiple employer trusts for em-
ployees engaged in manufacturing shall be gulded by the oplnions of the
attorney general of the state of Wisconsin, dated January 16, 1068, and
December 230, 1958 (47 0AG 16 and 47 OAG 326).

For a general guide as to the types of organizations which fall within
each of the groupsings listed In subsectlon (1) of this rule, the department
suggests that insurers refer to the division headings found in the “Standard
Industrial Classification Manunl” prepared by the United States Bureau of
the Budget, Technical Committee on Industrial Classification, Office of Sta-
tistical Standards, 1957, and to other similar material such as the industrial
classiflieation stnrhng on page XI of the “U.S. Census of Population 1960—
Classifled Tndex of Occupations and Industries,” published by the United
States Department of Commerce, Bureau of the Census, 1960; and Volume
V, No. 1, “Wisconsin Commercs Reports,” Bureau of Business Research and
Service, Madison, Wisconsin, April 1, 1957.

History: Cr. Reglster, February, 1964, No. 98, eff. 3-1-64.
Register, August, 1964, No. 104



14h WISCONSIN ADMINISTRATIVE CODE

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 to the require-
ments of subsection 272.18 (31) (a);”Wis. Stats.;

(b) Employee trusts and plans estabhshed unde1 the Federal Self-
Employed Individuals Tax Retirement Act of 1962;

(¢) Tax sheltered annuity programs for certain org’anizations 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 stibsection 206.64 (1) (b);  Wis, Stats., need not have its head-
quarters or other executive offices domiciled in Wisconsin.

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

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

Ins. 2.12 Exceptions to unfair discrimination. The following prac-
tices, without being all-inclusive, shall not be considered unfairly dis-
criminatory as considered by sections 206.33 (1)‘4nd 207.04 (1) (g)y
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 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 ree-
ognition to all cost factors in order to preserve equity between vari-
ous classes of policyholders.

(4) Issuing pohcles under the authority of sections 201.04 (3)y
(3a)y (3b) or (3c), “206. 60, 206.63, or 206.64, Wis. Stats., with the
premium calculated on the bas1s 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 annuity plans).

(d) Franchise life insurance provided under the provisions of sec-
tion 206.64,Wis. Stats.

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