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ll is ev ident that tli l\tocl< Jnstt1·twcc corpor:i.tlon fl i\oulcl not have ·omplete 
freedom In r.letern1l11.ing th am un~ that are to be r emoved l'rom the -fund::; 
-1ocumlli ten or be l on gln~ to th 1 i~ r·U ipatlng clnss ut policyhol ders a.nu 
;ta<:\l foi· lh • bene!.l t or stockholcler!:I. A ·rea:ion able limita t ion in the m11oun~ 
that sh 1;1. l I lnnr to the henetlt uf stocl1holcl1:rs ·Js n c 11sa ry f r the Ca.I r nnd 
cqnltable trci tmen or .,to~k 11re irumra.n<.! corporationa, at•) ld101dere, rmcl 
r•o licy.holders. W e Antl Lhll.t scct t,r.m 2;ttl (6) of the Nt~w Yorlt lns ura nc 
s ta tutes provlt'lct< .r.o o• n U111ito:tlon () 1)u 111a1 · 11.hl~ Lo tl1e, t l!h\tcrJ In tll r ul e. 'rhe 
,. cord in th£~l a t11te lmlicat rui such 11 limitation to h e rcusono.bl anu w ork­
able nncl we h 11 •1•e I · ti1 be a Pl'OPCI' SltC g·un.rd or th Int r ll t :'I of tbe peopl 
of this state. 

History: 1-2-56; r. and recr. R egister, August, 1962, No. 80, ei'f. 9-1-62; 
renum. (4) (d) to be (4) (f); er. (4) (d), (4) (e), (5) and (o), Register, 
January, 1964, No. 97, eff. 2-1-64. 

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
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 policy or contract. 

Ins 2.04 Substandard risk rates. Life insurance companies may 
charge premiums 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 tl1e amount of premium cha~·ged for si.1ch benefi ~; pro­
vided, however, .if SJ.lCh in·ovision or l)royjsious are in corporated in 
life policies now being issued, without additional pi·emiwn cba1·ge, 
the ultimate cost thereof to he cha1·ged against the s~u·plus accruing 
on such policy, a statement setting forth that fact printed or stamped 
upon the policy v.-.u! be suffi.cient. 

(2) Reserve values on account of such p1·ovisions will be based 
upon such standards as this department may prescribe. T11e com-pany 
rssuing such policies will be tequired to file in this depa1·tment such 
data concerning such policies and such provisions as the commissioner 
may direct. 
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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 disability benefits or may include credit 
accident and health benefits as defined 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 requil'ed 
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 t erm 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 
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 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 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 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 
se-1 ani,te st1JJte-m1mt l·efa1:rlng to the limitation of amount of coverage. 
The b?·ief clcscription o.r sepa,1·ate sta ,mnent , ii used to mee~ the fore­
going requh:eme11t, shall be pril1ted 0 11 the first pag·e o.f the individual 
policy 01· group ettificate in type more prominent than that used in 
the text of the poH y or ertificate and shall !early indicate the limita­
tion. 
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organized company and it is sold on the basis tJ1at its availability 
wiJl be limited to a specific predete1·nih1ed :number of units of a fixed 
dollai· amount. Such policies generally provide that the policyholder 
shall pa1•ticipate in the eal'nings resulting from either or both par­
ticiJJatirlg policies and i1on-part.icipating policies. It is chan\ctedstic 
of such a poli y Lhat in its presentation to th public it is represented 
that the policvholder will l' ceive a spe ·ial advantage in any futUl'e 
distribu'tion o:f earnings, profits, dividends m· abatement of premium. 
It is also represent cl that such advantage will not be made available 
to the ·persons holding other types of policies issued by the company. 
Other names such ns Foimtlers P1·esi<lent, and Exe1,-utive Speciu,l are 
frequently u sed for policl.es of the type hei:ein descrlbed, and for the 
J?urpose of this rule w.hen they are so used they shaU be conside1·ed 
as charter policies. 

(c) A profit-sha1Ping polw11 i~ any policy. fol'rn '~h~ch contains. l?rovi­
sions l 'epresentii1g that the pohcyholder w1ll be ehg'lble to p::Ll'ticrpate, 
with special advantage not avai lable to the persons balding othe1· 
types of policies issued by the same company, in ally .future disti:Jhu­
tion of gene.till! col'porate profits. Such policy forms are so drafted 
that it appears to a prospective policyholder that he is pUl·c.hasing a 
preferential share of the future profit and earnings of the insurance 
corpoi·atlon rathm: than pu1·chasing a llie il1surance policy which may 
be subject to refund of excess p.i·einiw11 payments. The p1·oviaions of 
the policy may inconectly represent the amount and som·ce of surplus 
that will be available for apportionme11t and i·ctun.1 to J)oLicyhoJders 
in the form of dividends. Policy forms using sucn 'terms as pro]tts, 
surplus, or surplus-sharing in the manner herein described shall, for 
the purpose of this rule, be considered as profit-sharing policies. 

( 4) PROHIBITIONS, REGULATIONS, AND DISCLOSURE REQUIREMENTS. In 
accordance with the purpose expressed in subsection (1) of this rule 
and in consideration of the 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 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 ~or use and no such policy heretofore ap: f 
proved shall be issued or delivered in this state unless: J 

Register, February, 1966, No. 110 



18 WISCONSIN ADMINISTRATIVE CODE 

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, 

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 01· guaranteed periodic 
benefits provided by the policy equals the number of annual premiums 
for such benefits, 

6. All advertisements, sales materials, ag·ent'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. 

(c ) Chart~i· 2JOlicy .forms are defined by section 207.04 (1) (f), Wis. 
Stats. , to be an unfair method of competition. They purport to provide 
a means to an end result -U1at is not authorized by statute and an end 
result that is without reasonable expectation of achievement. Such 
policy forms misrepresent the responsibility and obligation of the 
company for equitable distribution of dividends or abatement of pre­
miums. Therefore, no charter policy shall be approved for use and no 
charter policy heretofore approved shall be issued or delive1·ed in this 
state on or' after June 15, 1962. 

( d) P1•oji.-t-sha1·ing policy forms are conti:ary to statute and the 
public interest by representing as an inducement to insu1·ance that the 
person who purchases such a policy is procuring a preferential in­
terest in the i'uttu·e profits and earnings of the insm•an·ce cor.poration. 
Any distribution to a policyholder of the company of earnil"gs, profits, 
or surplus is a refund of the excess premiums paid by that policy­
holder. Such distribution must be fair and equitable to all policy­
holders, it must not discriminate unfairly between individuals of the 
same class and equal expectation of life, and it must be in the best 
interest of the company and its policyholders. Therefore, no profit­
sharing policy shall be approved for use and no profit-sharing policy 
heretofore approved shall be issued or delivered in this state on or 
after June 15, 1962. Further, on or after June 15, 1962, no partici­
pating policy shall be approved and no participating policy heretofore 
approved shall be issued or delivered in this state unless the policy 
provides without deception or misrepresentation that the source of 
any dividends or abatement of premium is limited to the divisible 
surplus derived from participating business. 

(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 rul e ls the end product of fl. oare.l;ul study an(! evalu­
ation of the trai1so1·Jot ot the 'hearln g 011 JanuQ.ry 16 1ind .ranul.IJ'y 17, 
1962, on t h proposed rule. Due consideration was gJven to the exhlblts 
and the preparecl sto.tem nt11 preaen t d at t he hea.rlng anti o the seveto.1 
briefs fi l d s-i1bsequent to tho hearing. Tl1ls Is thll f:lrst time since t he 
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pa.a.mge of Pub1h~ Lfl.w J.fi tlmL s uch a Ja.r~e- a.mtrn11t of le1;ral a.11a a.otu ­
o.rlal t al<;>n t was f<;JC US d Oil the~e s p Cciflc ITlftl'lai·g Of tb e life \rumro.nec 
ln urtnesa. Tile 11u nlb r un il st :r.e of. lbe br ie fs a.nd x ld bi ts ·1·sflect the 
aubsto.n Clal time Involved with Lhel.r prepar4tlon , n,n d the lnformatlon 
th . y conlafued <;a.SL c-011alcl enibl l igh t on U1e lsm1 a und r oonsld e1'll.tlon. 

It is or lntet'e>; t to 11 o te Urn.t lbe '11.rsl couJJ n -tyn llfe llrntu·ance voll ey 
was ll.Cf' pled fu1· us• in vV lsco nsln abolll 1010. Uh Q.J)ter 207, Wisconsin 
Statutes, re la ting to nrofr ln~tu'a.111.: e u.s lnea~ M t bods , was nacled 
In 1041. In 1069 1• newl ~v orgn\Jlzed company co mrn ·1H:cd tll e u se of a 
chh.rtel'-iYJJe coup .n 11ollcy with T>r.olit or i;u rplus s h.a.ring provl.slons. 
Because of t li e Jnfi·equ nt s ulim laslon of su r. h. a Ly1 e o'f. ll fo ln sura.ncc 
J) OUcy, tlrnLJ naurnnce DeJ)!q'l:m nt personnel di cl no t fulJ y appreciate the 
Impact of die provl1.dons Of 1aJ) L 1· 2(17 (19~7 . c. 5~0 ) 0 11 ~he p r ovision s 
o C llf Insurance pollcles fi led l) Ul'slmnt to " cllon 20G.l 7, Wi sconsin 
Statut~!s. 'J'he l.n form.atlo n. mad uva llab l 0.1:1 a reeult of ~he hen,rlng 
se1· vea to br in g lhe rssu s and the re(1u irruncnis of stAlul<l.!! mor clea 1•ly 
in focus. 

An acl mln lll t ratlv e agency ha-:i a r<is poue lbll l ty t o correet a11y erl'ora 
Jn a dmin lst::I'u.t lon of the s tutl,1t s whi ch are b1·01ight to ll:ii attention. 
~' h e prernl8e suggeateil a t the b a l'in g by lho 01:1pon c11ts ot the 111·01 osad 
rule tlmt a previou s a clm lnl 11t.rati ve r ul i n g (acceptance of tho poll.cy) 
should be co1otro1Ung n.11d s h (lu'l.d nCl t be 1· v r snd Is nol sup·poi·ted by 
Lhe Wfaoon$i n S\1p i·eme Oou!'t. In tlnlvcr.sn l tl'nder w1·ite1·s. vs. Rogan, 6 
Wis, (2<1) 623. t he coi:1r t In el'tecL so.l d t ho. t , In ·aso o! o.mblg"Ulty In a 
sta l.u le, pn\.c.tlca.l In l •rpre tall o n over a lon g period by the agency 
barged w ith aclrnlnl&tl'atlon of an a c t or >itat11te m 1,1.y be deemed con­

troll ing, l) ~t wh 1·e lb 1·e la no amblgu·lty ln h law. a pr vlous adl:nln ­
ls tratlve rulirlg lhere<1u oturno t be given a n y w sight as o n adtnlnlalra­
llve lnte niretatlon. Th h B..1Jl<: res11o nslblllty ro1· tile d rat ting a nd con­
structron ot lawful poll cy J'o1·m s l'ests w·i th an Insu rance comp·any atid 
Jta o. tuari ea o.nd lawyern. In review Ing policy forms, th e InauTance 
lJepartrn n l, wltn setil<lllg Lo ·prote(;t t l1e p u b lic Interes t ti) th best of 
Its. cd.>! ll ty, does not Jn h I'll any basic 1·espon si bi!Jty fo 1· the lnwtuln es!l 

C anv part or nll o.f ru1 lriauranc co nLrac t. 'TheT'cto·1·e, it. a.pp·eara proper 
to mako a d e te rm ina: tl on of U1c 1natters at han d ba:s a on tl1 e m e:i·its o! 
the issues and without an obligation to be controlled by a previous 
r uli ng. 

L ife lusurance confrncts . . rn r e l'ltu.n a n y oth.e.r lclnrJ or insurance, are 
r.nade on Lha hn:.is of th n l.moat good fa ith or th Insu rance ompany. 
It ls fundan1011tal that the :provisions or such oo.u tra<,::ts be devised w i th 
cJa rJ t.y a 11d p1· c islor.i. T ile com111-ISslon r ha11 a n obligation ·o ae that 
tile publ lc lut relit b (! served and tbe statu t e cornµ ll ed wltll b Y retusj11g 
to acc~~t voJlo les thJl.t are or tend to be i'nlslcad illg 01· tlecep tl v. e. Sect ion 
201.63 \1), W!sco11sln SLatu leiJ, s tates th11 l: " No 1·nsu\·ance compi.ny s h'al l 
mak e a.ny agreenrnllt of lns u rn.11ce other t han ae z:i la.fnl y expre'!aec1 In 
l he 11ollc;v." 

The 1y1•mci pal imrnes lnv olveil l)ire. w hetb o.r 01· not life il1sur1111ce cottpon 
po.Jlclcs , chart r po'l!rJ o'l, a ud 11r ofit-s lutring 11ol lcl s u.1·11 ciou.;Js lunt with 
a.llcl 1U'e au thor \;rn<l by ·s t atu te. Some li fe ·iHsm•anca eornpanJee issue 
policy fo1•m.s embody ing o·ne or rr11 1:e of tlies.e f alurea iTl e, single policy. 
r Is n eeessu. t·y that 11a •ll oJ: Lh 1p 'tYJJes of pollules ll¢ dls(;u aeed sepa.-
1·ately even U•outh U1.ore Is ao m ov rlo.pping- of th e issues involved ' and 
some o! tb.e se.rtie ooni;ld ·1·""Liona ar pi· s n I. In two 01· more or t h ese 
policies. 

In respect t<;> the so-called cqupon policies, wll 1· In 11 s rl ea ot cou·pom1 
are sold in ·onju.u ctlor.i w--l lll conventional ll fll ll1surancc, t here is no 
dispute but t ho. t t h e r.;01ipoua n re a series of on e-year 11rrre e ndowments. 
This being tJ·u u, they aho'1ld be properly id n I.If! d >ta s uch. '.l"o prlrnt 
the coupon ln th Colo!' a l.'l d format of in terest coui ons comrnolllY 
attached to investment bonds disguises the true nature of the product 
being purchased by the public. A series of one-year endowments affords 
a special type of benefit which the average life insurance buyer would 
seldom purchase if he were in possession of the full information con­
cerning the premiums paid for the pure endowment benefits provided. 

'l'he g1·o~e Jll' m lum cost lo th e po!lcy hol cl >r t nr t he 1nire endowment 
benefits can ll1i raadl l y cl o te1·0.1h10d by tllc ··om p!l·n y b y loatl lng tlt bell -
llt11 to lie nftordccl w ith th appl lcu.Llle exDC·nse lte.ms suc h o.s premi um 
taxes , nc:qu lsll lon oat, e ncl ompo.ny adm in istratio n xp rrnes, wi th con~ 
s lder r;it lo11 to r l.t m:> s11ch 0.9 interest, mor tality, 11ollcy Lll.J>ses, e tc. It 
ha11 bee n o.t·gued tha t It l.~ only u e es~ai·y to . qiscloae the net p1· mlum 
cost. which ls ti.le J>remlum u eed e cl to provide t h e b en1J flts w-tlhou t 
recogi1ltlon and 1.n ul ualo n or t lle r.ompan)' 1tcln1 l111~t l'fl.l1o n . \JX JI~n!Jes alld 
ove.l'heacl . ·'J'h !lO other ex110ns es lio i:xlst una If u o L s lrnw n with th 
pu1 ·~ nelownrnnt ti r m lum t h y then nse an Ml tliLl o11 iL1 loa(I on the llfe 
!nHura.nce !Jc11ig- ·purcl1ased In con:Jun ·t lon with lbe 1JL1 1· nr.lowbi rit 
IJe.neflt. To aq;ue tha.t tt is only n ecessary to dlse los e a 1lo1·t1 o'n o.f tbe 
\1l'emJ11m cost la to i:u·g u e that it la I gill n ucl p1·oper to d calve the 
p n blk into bo.l iev in g· tlmt Lhey R I: P•Hohasing the endowm ent benefit 
tl.t a p r eml u n1 eost thnt Is a.ttTa tlv 111 i·claUon Lo t he bon Ill s . It Is l\ 
Cact Lllat l he gross p r emi um cost wlll fro<1mm tly be suhstan tJ aJl y. In 
excess ot b"l ne,flt ~ r tu 1·n e~l to t h o pCI U y holde r. At I est, f he t!)ta l or the 
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taco v•ih•e of tb.e J)Ure enclowment ben lits ·wouJcl a1weoximate or be 
onJy slightly greal J' Lllan Lil lol1d g r:o!la p1· mlLun pal 1.i:y Lhe policy­
holder. Jt Is not In the JlUl>llc Interest 1'1or Is ll consistent with sect ions 
201.63 (1), 206.51 (l), und 207.0d <!) {u.) , Wlscc.insln $Latu l clll, to p rmlt 
aucll a deception anQJ mlsrepl1us •ntatlcm of U1e gross p1·emlu111 cos t of a 
iierle>;\ o.f one-.yea1· in11·0 endowm(mts or of any series o! guart\t1le d 
porlodlc IJenefits malui•lng du1·iug Lhe prem1urn-paylug vorlod or Urn 
J)Olicy. 

harter ·pollc:y Is a. nam • g iven to o. ll fo lnsunmce 110Ucy1 u~un.lly by 
I.I. newly Ol'g'H.JllJ\Cd l11$1ll'IU I e ,. lflJUl.DY. Il>i 'has!. p Ul'f)OS ls LO J1l'OVide 
lhe compLLllY 11.g n L.s w itlL a. policy form tha.l Is especin.l l y attr1Lc1.lve to 
t he pt11·01laJ>e 1· tn 01·d r Llml tile n w om l11t11y wil l h.1,we {• ·omJ) tlllve 
1l.dv(l.l1tt•ge. 'he 11a.taro of Lho char ter- type pDlicy is l1 1al l l Is proflt­
sharing or: tha t the roll yho1det• l'l' lll pu.1·llclpale in tile loni;-l rrn earn -
11\gll or U1 ·om1,a.11y, 'I' ll usual i·c 11 resontatloh la l li tLt Uh! pollcles will 
be i1nrnctl to the xten t: or o. 1wedeto1·rn ln (1 flxe(J numb . r o~ units 11,nd 
Llrn,t the poll cyholde !' " r111 be 0 11 or 11. l' In.Li v ly small and limited aum­
l)B'I' or the orlglno.l polic:,·ho ld er1! of the company who wiU ultlrnately 
silo.re In the bu::;ln ss 1:1 11 c ess of Lhe co111pu.ny, \Vh.Ue tllis may ·be a 
usefn1 devlc lo idd a 1rnw eo11,1pa,ny Ill getting sta.rCed In business, the 
tec lm Jque, 1.( It is to h perm.llletl, m\a1L be cornilsLenL wl U1 Urn r equ ire­
ments ot statu l . Se Uo11 !!07.04 (1) (!} sto.l .1;1 thal "J:IHlu ln g ... any 
specio.I or advisory boo.I'd co!Hracl.>1 0 1· otb 1· contra~t.s of any kind 
promlalng retul'na 1•nd pn fits l•s a.n 1uducomenl t In surance" Is iLn 
un1a1r methoLl ot compelltion and Is an unfoi 1· Mtd clecept\ve act or 
practice in tJ1e business of Insurance. Suuh tra.de p1·u.ctlcce are pro

1
hlb­

llcd by sect ion 207.0 3. '~'h e technique of ofi'orlng relurns 01• pl'otl s to 
a sman STOUP of t h a fu·st pol.lcyhold.-rs of a ompn.11y ! •lca. r ly co11lr1~r)' 
to sta.t.ute. lt Is a harao l· 1·lsl.lc o! <' ba..rler pollcl s Lhal they r Pl'<:sent 
llml the 1rnlicybo1der w'ill pa;l'tlclputo witlt s11eci a.1 o.dv<"n tago In tlte 
long -l rm en. l'n lngs nt tl1e c mpa.11 y, 'l'hl 11 Ill a. mist' pr 11 ' 'fllll.tion when 
viewed In lhe ligl1t or th e recruil·cment of section 206.:rn Cl ) thM "No 
lite lrn1uru.11ce c lUJlru1y shaLI ma.I · 01· p 1·mll a.ny rl lstlnctl'ITI 01· d ls­
c1•lm tnn.tlo 11 lmtwc n ln1111r11.1Hs or llte sam clM~ aud eriual expeota.tion 
of life In the amoun t or J)a.vme11t of pr mi 111n s or In ~rny r tu rn of pr -
mlurn, tli,rldonds 01· oLh r u'thanlag- s.' A.rte1· co1\aWOl'O.t: lon of the Issues 
involve.d l. t 1m nnot be co11cl u dell that oho.rt r-tyne ll!a ln snrance con­
tracts are consistent with the requirement of statute. 

Profit-sharing is a name used to describe any life insurance contract 
which provicles that the policyholder will participate with special 
advan tage In th e g neral :rnrplu s a •c1.pnu lutlo 11 s o~ a ll fe lnsu1·n11c 
com 1n1.11y. H lhe ompany ifl1'11Jit1g su h P<)llClos ls11 11 a partlcl 1m ling 
noltcl s ex hJa.iv lyl then the right ot each polfcyholcler to part ic ipate 
in the su rplus o! t 1 ompany Is the 11n111e a" U1 right of ev ry olh - r 
J)O ll C)'ho ldef- of Lh i;i con11>a11y. In such cases . tho atat11tes ( 206.19 (l) , 
206.33, ~06.~6. <lml 207.0'J (1) (g)) 1·ec1ut 1·e e•wlt r.tb1e n.nd nonrl h.1c1·lmloa­
lol'y n.unual ap portionment and return or t h e su 1·1)ltts a.ccumulallon.B. 

However, tlrn m att rs lnvoht d u.re mu h nia1·e comp'l ex when a lite 
l naui·e.~1 e omp1LnY- lasues b lh pa1·tlclpa.tlng o.n d nonpo . .rtlc lpall n g poli­
cies. Und er lyi n g the m att rs to be consl<lel'ell ls the fa.ct tho.t any 
tllvitlend on a particlpal,h1g P 1llcy Is esse.ntJa.lly a. return o.f ex.c ss 
proml ttr'1 na. ld . by lhe policylrn ldcr. Section 200.1 a ( l) provides that th e 
parttclvatlng no I Icy, by I Ls L rm11, must g ive the pollcy-ho lder the full 
riglll to pa.rtlclpille a.nmrnlly In the aUl'J'1J'l1s l1.1.!cu111ulat1ons rrom tbe 
[
10.1•tiQIPCLtlng business or ·he company, Tile Issue In question Is whethe1· 
· he ate.tu t s a 11 thorlze a. l!f h tsll l'(UIC!e comp'a.ny lo ls~ue c:ontrncts which 
provide U1.11.t a. cla~s o.f vartlclnatlng rollc.yhol ders w1l! participate with 
spec.la.J a.dva.nta.ge In lhe long-to 1·1n co1•tJ01•ale ll.rnln!(s of the cornps.1w 
on lJoth pa.rtlc ipa.t l·ng an.d nol1partlclpa In,,; l;luainess, Section 207.04- (1) 
(g) 1 cleflnes as a. prohlhlt d \U1fi.lr d l sc1·irnlr1ac l o11 Urn " mak.ing 01· pe1·­
mlltl11S' LLny 1111fa.lr dlsc1·lrnlnallon b ' !:ween ln<l lvldua.ta of lhe so.me c la.sR 
o.nc;l er11iu..l exp1~c~a.l lnn or life lu bhe rat s chari:r d Car .wy o n lro.ct o.f 
1 1.~<l ln su 1·a.n 01• of life a nnu ity or In tlie lllvidend11 or oth r b<'1lOrtlll 
p a.ya.h ie thereon, .. . " SectlOl\ 207.0~ (1) Ch) defines Q.S r eb11tlng, pro-
1111 IL rl hY scctton 207.03. ll1e "paying ur n.1Jowl 11 g 01· giving or offer!J1g 
to pay, o, llnw or gJve, d irec tl y or indirectly. us lnd1ia1mJen.t to suc h 1t1-
:n1ra.nce 01· a nnu ity, any rebu.te or premi ums payable on the contract, 
or any srieelal fav or 01· adva11tage In the divi dend s or other bonellts 
thereon ••. ," From thla 11. can be on clud d •lha.t t11e llt!Llute,, do not 
ne.rmll U1e lssuan e oi' a. con tra ·t which gives Lhe policyholder a. p 1·omlso 
or r e bate or praml um or o. !OPeclitl advantage In dividend . Section 207.04 
(1) (I) rrov l fies th l\t. In respe ·t lo cli acrlmJnn.tlon o.ncl rebn.1.0 ... •lhe 11ro· 

vl.aions o:r scetlon 207.04 (1) (g) and (h) do not prevent the abatement ot 
pr rnlnm out of surplus o.cc t111111 latcd fr1. n1 nonpn.l'llcl r)a.Ll.ng buslness 
J)rovi'ded thM 1it1ch ab1ltlime~Jt oe premium shall be fal1· 0.11(1 eqtil ab le 
to nol l aJ"hol ders and foi• lhe best lnte1·est ol' the comptln y 11.11cl lta pollc:y­
holder11. Thill ~ta.tuto ls h e onl )• a u lho1·lza.t!on for payment o·r rllvtdentls 
fl'om the surplus a.ecumu1ll.ted from n ot1po.rllolp11.tlnA' business. The tm­
'P&Ct of this atatul. Is that any d istribution 1>! s 11 rpl 11 a ao ·umula.ted 
from nonpa.rllclpatlng bualnese m u st ba fair and oqulta.ble to both pa.r­
l'.lc lpa,ttng and nonparllcl .P!lUng pollcyhold rs o,ncl for the beat Interest 
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o f the col'l'\JHl.llY an d the i1a-rtl lpa.Llng and nonpiu,llctpa.tlng pollcyho1d­
e1·s. Thus, a. par t lc.:.lpa.tl ng policy whl<!h p u rpor ts Lo pJ·ov lde by lte ow n 
terms or by t he n e t resu lt or the 11.pp l l '1t l1 0 11 r Ila terms •that the 
pol icyholder will piu-tlc lpa.t In U1e eu q , Jua u.coum ul11t ed on n on pnrtl ol­
pa.tl ng bu al ness Is n r) t a. t rue 1·opresen.1a·t lo 11 o.r i'llo t 1Jl11oe Lh e na.1·tlcl­
vatlng pol.I ·y can only po.rt! · l 11nL~ .lo an 'rl 11t U1a l Is e< l\l ltable With 
the pl~ rt l o 1po.tlon oE the nonpo. 1·L1 !p o. ti ng } oli" Y· o.n d to he or;i.u l t.o.bl e 
a nd no L nil3re p r os n t U1e r ig h ts or t he r>ollcy ho ld 1· th nonparllc l1ni.tln g 
rio1H:y shou l d ·h ave the samo p 1·ov ls lo n ·t u r p ar ll oi po.tl on In t he at·n ings 
0 u t ll e non pa.r ll lpwtl n g lnr ~ l n •s s. U an h a p rov is ion w •e to b In serted 
In nil nonpo.r tJ c lpa.ll ng pollc l ""· s uch J) II •h: s then, J;y the ir o wn te rms, 
becom pa r t lo1po.tt n g po lic ies and the 1lls l.rJ bu llon or d lv ld n d11 w ou ld 
be gov 1·n d by the stalu l e!! ¢ltod fd1ov a nd -the pu r po r ted special 
advantage wou ld n t e.."l i!! L lt a.n be con clud ed th a..t pa1•tt ·ipatl n g po ll Y 
fo1•m s Issued by li re l1uiu 1·a.n e oom1l11..nl es s ho u lrl n curnle ly sta le the 
co n t'Hllun !l imposed b y s ta t u l tor d istr ibution of surp lus a.ccu m u lat.ions. 

It ts also worthy Of men Llo n tl1 o. t the W is con s in S cu rlt los Law. in 
sec ti on 189.02 (1), de n 11 ea a. eouu t· ILy a.s inc ludin g· "any in te r s t , share 
or par ticipation in a n y pr flt s, 1~ 0.rn l ngs , 1 r o fl t-s ha r ln i;- O.g'ree.nHlllt, . .. " 
Th e r e a p pears to be 1Hl b>l lant l1tl ev ll.l en ce tlta l I the pro fiL-shar!r1i; or 
surplus-sha ring type of poli cy w e r e to he o ns id Cr' ll d as c tn\ilytn g wi th 
the ins urance s t atu t H I w oul d then be con ll iil e r ed as with n Lbe d fl­
n it ion of a security a nd subjec t t o r eg ulation a s s u ch. 

'l'he provlsl oni;i or Wisco n s in .Ad mln la tr a t lve Cod e s ection Ins 2.08 are 
intended to anpbr on ly LQ po ll les is s11 d 0 11 o J' e, f.ter its effec tive date, 
a.nd it cloea 11ol o.J) ply to ·01H1•ac ta ls m1ecl nr lor lo l h e effective da t e . The 
adoptl o11 o.r tho r u le s houl d n ot cll 11-tu r1, or •a,a t dou bl about the va lidity 
of prev iou s ly Issu ed c n t ru.c l s o:t h t y ne d 1Jc rl he<I in the rule . Such 
contra cts were l~strnrl In J'.;'OO•l rn. i I.Ii b y l he in sure.n ee compa ni es, and 
th e r e is n o retroact ive impact o f t h e r ule. 

The a mendment t o subsection ( 4) (b) of this rule, e ffective D ecem­
ber 1, 1964, does not impai r the v a lidity of any contracts in fo r ce prior 
to the effective da te and does not prevent a compa ny f r om p er fo r mi ng 
on a ny such contra cts. 

History: Cr. R egister, May, 19 62. No. 77, eff. 6-15-62; am. (4) (b), 
R egiste r, August, 1961, No. 104, eff. 12-1-64. 

Ins 2.09 Separate and distinct representations of life insurance. (1) 
PURPOSE. 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 r elating to life in­
surance is set forth separately from any other material, This rule 
implements and interprets sections 201.05 (3) (a ); 201.53 (1), (2), 
(8), and (13); 206.41 (10) (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. 

(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). 

(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), a proposal or billing other than in accordance with 
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this rule. Every insurer must inform its agents involved with the 
solicitation of life insurance on residents of this state of the require­
ments of this rule. 

(5) WRITTEN PROPOSAL. In any solicitation or sale within subsec­
tion (2), the prospect or policyholder must be furnished with a copy 
of a clear and unambiguous written proposal not later than at the 
time the solicitation or proposal is made. 

(6) CONTENTS OF PROPOSAL. Any proposal referred to in this rule 
must: 

(a) Be dated and signed by the insurance agent or by the in­
surer if no agent is involved; 

(b) State the name of the company in which the life insurance is 
to be written; 

(c) Be accurate and complete; 
( d) Contain no misrepresentations or false, deceptive or mislead­

ing statements; 
(e) Show the premium charge for life insurance separately from 

any other charge; 
(f) If values which may accrue prior to the death of the insured 

are involved in the presentation, show the value of the life insurance 
separately from any other values; 

(g) Show, if it is involved in the presentation, the amount of the 
death benefit for the life insurance separately from any other benefit 
which may accrue upon the death of the insured; 

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

(i) Contain only such representations as will accurately reflect 
the actual conditions applicable to the proposed insured. 

(7) STATEMENTS TO BE SEPARATE. Any bill, statement, or represen­
tation sent or delivered to any prospect or policyholder must show 
the premium charge for the life insurance and any other information 
mentioned concerning life insurance separately from any other 
charges or values shown in the same billing. 

(8) VIOLATION. Any violation of this rule shall be deemed to be a 
misrepresentation of the nature of the life insurance involved. 

(9) SEPARABILITY. If any provision of this rule shall be held in­
valid, the remainder of the rule shall not be affected thereby. 

History: Cr. Register, October, 1963, No. 94, eff. 11-1-63. 

Ins 2.10 "In the same industry", definition of. (1) The phrase "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, 1963, to consid<ir the formulation of rules and guide 
lines which insurance companies could use to determine what groupings 
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