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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 benefits, the provisions 
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 participat
ing policies. (1) PURPOSE. The repeal of the rule previously in effect 
and the adoption of this rule is for the purpose of revising the formal 
interpretation of certain statutes consistent with statutes and business 
methods now in existence. This rule implemen~s d interprets 
applicable statutes including sections 201.045, .54, 206.27/ to 
206.32, 206.36, 206.51 (1), 207.04 (1) (a) 601.42 and 601.43\1\Vis. 
Stats., and chapters 611 and 618, Wis. Stats. 

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

(3) LIMITATION OF PROFITS INURING TO THE BENEFIT OF STOCKHOLD
ERS. The protection of the interest of the public purchasing 
participating policies and contracts issued by stock life insurance 
corporations requires a reasonable limitation of the profits on 
participating 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 in 
force at the end of the year shall inure to the benefit of stockholders. 

(4) LICENSE REQUIREMENTS. No stock life insurance corporation 
doing business in this state in which policyholders are entitled to 
share in the surplus shall be licensed or relicensed to transact business 
in this state unless the corporation shall file an agreement (evidenced 
by a resolution of its board of directors or other appropriate body 
having the power to bind such corporation and its stockholders) to 
the effec~ 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 
specific items of gain, expense, or Joss attributable to such policies 
and contracts and an equitable proportion of the general gains or 
outlays of the company. 

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

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

(e) No part of the funds accumulated or belonging to the 
participating 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 
persons resident in Wisconsin except as the applicable requirements 
of statute or administrative rule may be modified or superseded by 
subsequent enactments. 

(5) EXCEPTIONS. 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. 

(6) ANNUAL FILING. No stock life insurance corporation doing 
business in this state in which policyholders are entitled to share in 
the surplus shall be licensed or relicensed to transact business in this 
state unless the corporation shall annually file the information 
required by sections 206.27 (Schedule 14, S.), and 601.42, Wis. Stats . 

.Note: Beft re ie..suing. o new or renewal license to u::nn.snr.:t inf:{urnnce in th1s stut..e., U1 
commis_•ione.r or irumnmce Is required by sect.ion• 201.04» (Uld :201.lM, W·is. S lnts., to be 
ao Lisricd Uu.it I.he met.hods and prncti es of t he insurer ndequnt.ely saJeiruurd th intnrcstH 
or iu. pulicyholdera and t.he 1> ople (lf this ulttt.a. .~fociLion 206.13, "Wis. Stnls., pr(lvidr.s l'or 
t.lrn lnsuoncc of p.ori.iujpat.intr li_Co insurnnco poHcics by stock compunios. 

The noturc or porLicipoting policies is thot the premium cliurge includoo on additional 
loadfo11 which nets llU lh eafcty foci.or l.o provide rur varioUB conlingancies t haL mny 
devolop during the torm of f.hQ. policy. The oddiLional ]>romium U>us coUecred is then 
retu.r.ned lo I.he 1><>licyholder in tho form of divid1mds. Seetinn 20l.3G. Wis. Stnlii., provides 
fur t.h'! nnnunl app.;>rticmmcnt and rut.urn of sucb sumR 11ftC!:r making pr<'>Vi.sioo for required 
reserves nnd .1iobilities. 

111 ff>l\f)U L L<l those _pull lee in which Lhe pc) licyholder LI e11Litled to ahnru in Uw •w:plua, 
euotinn 20fl. ~6. Wis. Stats., provides for the payment of 1,mtJwrized dividends on M pi.Lol 
•Lock rrom lhe surplus accumulntions or I.he perlidpoling l>u$inc•s or the cumpony. 
:'luctlnn 20'1.54, Wk S,Lat.., uulhuriws d.iJllribution of snvlngn, eornlllftA. or surplus LO any 
clo&s of policyholder by f'iUng II schedu le the.roar with Lhe C<nnmi881C)l) r in thoRO CB""8 
whar~ Ruch n di•LribuLion wos not •pedfied b1 lh p\lllcy. Tn • unh ca•es Lue ·omrniH11ionor 
hoe 11n obligation Lo be soLiefied tbal Ule methor.la and practices of the compBny are such 
os to safeguard the intereet of the policyholders. 

'rh .. 11riuoipol portion or the earnings on psrt.icipaUng polici H iu due tv th ndd.itiuna.1 
loading in tho premium nhilrged for Lhc policy. ll woul d be R m isrepreRun!.at[on or the 
1>orl.lclpaling proviBioruc of nny such policy or contracL if " guhetnnt.inl portl n of the 
prone~ occcuing from su b pOHcies or cont·rncb:I wero not to be roturned t.o the 
fl(JliCyholdcrn. ScctioTIA 206.51 (I) nnd 207. 4 (1) (11). Wh1. St.at&., prohlhll Uie 
mu!J"epre.scmt.ntinn • f U1 dividends ur s horn in llurplu• LU h re ofvcd on any policy. 

It is evidAn l t.hnC. a et.ock insuronce corp<lrntion nhould i'l<:tt. have complet·e fr-cedon1 in 
dewnnininK_ t,he filIUlUD~ t.hot. nre_ to be rern11v I frum the runds 6 CU!flUloLcd or belonging 
Lo tire purhmpnting c lass of pobcyhaJdC1'8 u.nd tJsed for Lbc benefit of atockholde.re. A 
rensnnohlo limit,.li<ln in the amounts ~hot. ~hall inure to Lhe bmrnfiL (lf stockho ldcr.11 ie 
necessary for the fair and equitable treatment of stock life insurance corporations, 
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stockholders, and policyholders. Wo ind thn~ secLion 2111 (6) of the New York insurance 
statutes provides for a 1imitatio11 cnmpurabl ta t h.flt. atnted in the rule. The record in that 
state indicates such a limitation Lo he. renu nahl ond workable and we believe it to be a 
proper safeguard of the interests of the people of this state. 

History: 1-2-56; r. and recr. Register, August, 1962, No. 80, elf. 9-1-62; renum. (4) (d) 
to be (4) (f) er. (4) (d), (4) (e), (5) and (6), Register, January, 1964, No. 97, eff. 2-1-64; 
am (1) and (6), Register, May, 1975, No. 233, eff. 6-1-75. 

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 take effect as of a date 
more than 6 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 iruiured at the time when such application 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 
conversion 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 premiull}S in excess of the maximum premiums as defined in 
section 206.26YWis. 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 Separate statement of premiums for certain disability 
insurance benefits included in life or endowment insurance 
policies. (1) PURPOSE. This rule provides guidelines to determine 
which disability coverages ma:y be included in life or endowment 
insurance policies without a separate statement of premium charge. 
This rule interprets and implements. the separation j f premium 
requirements stated in provis ion 2 of section 206.18 (1), Wis. Stats., 
as they relate to the inclusion of disability insurance by policy 
provision or rider in life or endowment insurance policies such as 
authorized by sections 201.05 (2) and (3) and 206.03, Wis. Stats. 

(2) ScoPE. This rule shall apply to the kinds of disability insurance 
authorized by section 201.04 (3) and (4), Wis. Stats., when such 
insurance is provided in a life or endowment policy either by specific 
policy provision or by a rider attached to such policy . 

(3) DEFINITIONS. (a) Life or endowment insurance. The basic life 
or endowment insurance coverage provided by the policy and 
additional disability benefits which have been determined by the 
standards in subsection (4) to be benefits which are life or ' 
endowment insurance or an integral part of such coverages. 

(b) Disability insurance bene{i"t. Insurance coverages written under 
the authority of section 201.04 (3) or (4), Wis. Stats., to indemnify 
persons in whole or in part for financial loss due to bodily injury, 
deat.h by accident, or health of persons. 

Register, May, 1975, No. 2:J:l 
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(c) Separate sta.tement of premium. fndividual statement of the 
exact gross premium charged for each distinct disability insurance 
coverage required by this rule to be stated separately from the 
premium charge for the basic life or endowment insurance coverage. 

(4) STANDARDS AND PROCh'DURES FOR DETER.MJNATION. The following 
criteria or standards in parawapha (a) through (e) shall be used to 
determine whet11er a disability benefit, coverage, or clause may be 
included in the basic life or endowment policy without a separate • 
statement of the premium charged for such disability benefit. Subject. 
to the approval of the department of insurance, a disability benefit, 
coverage, or clause which satisfies the standards listed below may be 
included in the basic life or endowment coverage without a separate 
statement of cost. Disability coverages not meeting these standards 
may be included in or attached to the policy only with a separate 
statement of the premium if they otherwise meet the statutory 
requirements in respect to combination of coverages. The rule in no 
way requires that a disability benefit, coverage, or clause be included 
in the premium charge for the basic life or endowment coverage if the-
company desires to show the premium separately. 

(a) Small or very nominal cost for the disability coverage when 
compared with the cost of the basic life or endowment coverage. 

(b) Logical reason for including the disability benefit without a 
separate statement of premium. 

(c) There is a demonstrated need for, and the applicant would 
usually desire, the inclusion of the disability benefit. 

(d) Inclusion of the disability coverage could be easily understood 
by the applicant and is not subject to possible misinterpretation. 

(e) Custom of the insurance business has classed the disability 
coverage as basically a life insurance benefit. 

(5) DISABILITY BENEFITS WHICH REQUIRE A SEPARATE STATBMl!:NT. The 
following list constitutes a partial listing of disability coverages 
considered by the department to be additional benefits which 
generally require a separate statement of premium charge if they are 
attached to or included in life or endowment coverage in accordance 
with ot her statutory requirements. Any such benefit may be included 
in a life r endowment insurance policy without a separate statement 
of premium if it is demonstrated that it meets the requirements listed 
in subsection (4) of this rule. 

(a) Waiver of premium benefit for death and/or disability of payor. 

(b) Loss of sight and/or dismemberment benefit. 

(c) Disability income benefit. 

(d) Hospital insurance. 

Ht!Kisler, May, 197fi, No. 2:l~ 
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(e) Basic or primary medical insurance, 
(f) Major medical benefit. 
(g) Surgical benefit. 

7 

(6) D ISABlLI'J'Y llfilNF'.J:.'I'.l'S NOT LISTED. D isability benefits which are 
not specifically listed above will be examined at the time of filing to 
deter.mine whether a separate statement of p1·emium is required. 

(7) RESERVE VALUES. Reserve values, on account of included provi
sions, will be based upon the requirements of section 206.201, Wis. 
Stats., or other applicable statues or, in .the absence of specific require
ments, on such additional standards as the commissioner of insurance 
may prescribe. 

(8) EFFECTIVE DATE. On or after April 1, 1965, no life insurance 
policy shall be approved for use and no such policy heretofore ap
proved shall be issued or delivered in this state unless it meets the 
requirements of this rule. 

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

Nofe: The rc1H1aJ ot the p revious rul and t he adol)t lon of this rul e wa.a 
prompted by Lhe Incons istency which existed betwoen the repaal •II ru le nnd 
prov is ion 2 or sect ion 206.18 ( 1 ), W is. Stats. Thia h1 •onslsLei1cY caused un 
eros ion lo tbe a pplicat ion o! the olt.I W lscontJi n All rninlst r!•t lve Code sect ion 
Ins 2.05 to the point wher a,ny or the b ·neflttJ llatell In t htl u w rul e were 
accept.able t or i ncl usio n In a life poll<-'Y w ill 1ou t Q. seJ,)1u·atc st u tcnient-a 
practice wh icl1 is i n almos t comp.late d isagrcemc.nt with th e 1w1mrent in lent 
o! the s tatute. 

I rov lsiim 2 or .!)ectlon 206.18 (1), Wl.s. S ta.ts .. requil'es an ln dlvid ua l s t<\le
m ent o( the premium cha.rgcd ror a n)• benefi t prov ided In a life o r enllow
me.nt policy sepa rate from the prem ium ch arg,;<l fo r I.he basic Il le or endow
me nt covc...age which _ls b1~1.1.;d o n a li re cont ingency tu.ble nml provl<letl by 
tho pollcy. The d 4!partme nt reels that thl!l full d.lBc lo:;urc bas 11trong mer it 
even in the pre$cnt Insurance n1nrkl't , However, in the years since U1e enact
ment of tllls sta tute In 19 09 aeverti.I ch(l.lll;ee ha ve ta.ken p ince In the Ll.te 
inB1ll'ance ind ustry Lha.L nccc;isllu l a rule 1>1·0v l(JJJ1g s la ml t:1.1·ll<l to tleten n lne 
whether cm-ta.Jn di s<ib ility bcnefitJI m ay be in illll \lud In ti ii.Ce or endowment 
ln ~u.rance polfcy wi th out a sepn.1•ate s ta t t.menl or d >c vrern lum t:h>J.rge ln 
llne wi t h the or lglniU Inten t or t he s talli t ll. The p·r inolvnl oh L•nges r~ rc; 

1. 'rile a utomatic inol us Ion ot som e ben()fl ts In a Jl I Icy enables nn Insur
a.nce company to provide some a dditional d lsal.olllt;v benefl tll nt a,. re la tively 
small cos t In re.la t ion to the chaq;e ! 01· t ho bas ic Jlfe or endowment lns un.uce 
cove rage. 

l!. Cus tom of the business through the years has now classed some dis
a.blUty oOvcra.gcs as benefits which are a supplemental policy provision In 
rnos t life or endowment policies and sometimes needed as an Integral part 
of the pol icy. 

The p11bllc lnt rest cl ldatea t ha t It Is expedient t o recognl7.c these two 
cha nges when the cos t !or the ti l£Jabil lty ben efi t Is low O\' nomina l, the cover
!lS'P Is n eded, an.;t is easUy un.;terst Ood by th applt cnnt or Insu re l. This 
rule provides criteria. to <lctermlno i;li sa.bllity coverages which may be de.fined 
as a n Integral pa.rt or tl10 bo sic llte a nd. endow ment lns 11 n m cc 11.lld a re. 
ther e.fore, benefits which ma¥ be Inc luded without a separate and d istinct 
sta te ment of 1>romlum. 
tlo~~~ new rule was developed ns a re1mlt ot the fo llowing mo.ln conllidera-

1. The departm•mt has a. strong concern for disclosure in situa tions where 
Intentional or unintentional misrepresentation may be present to mislead or 
confuse prospective purchaser s of life insurance. The statutory basis for 
this authority is set forth in section 207.04, Wis. Stats. 

2. The disclosure phi losophy In Wisconsin in respect to life Insurance cov
erage premiums originated In the year 1909 when the Leg·lslature enacted 
section 1948m (now section 206.18 (1 ) prov ision 2, Wis. Staui.) requ iring 
that a policy of life insurance specify •1scpa ra.t e ly the p rem ium cha rged t or 
any benefit promised In the pol icy other th a n li te or endowment Insurance." 

The 1908 Wisconsin Insurance R eport to tthe GOVOl'nor s ta ted: 
"Notwith!ltandlng the liberal provisions for expenses which are pos

sible under the new laws, several devices for increasing this a mount far 
beyond the proposed benefit~ have been submitted to this department for 
Its approval. There Is an Increasing tendency to Introduce Into contracts 
for life Insurance provisions for additional benefits such as old age, dis
ability and sick beneftts, These forms of Insurance In many cases are 

Register, January, 1978, No. 205 
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very desirable but it is re.rely that the addition ot these benefits to 
policies sp1·mg r..om an hontist d.,s1re on the part of thti companies to 
furnish the insurance protection. Their addition to policies ot lite Insur
ance uruu1tLrUy uuly """ '"' u:1 u l!.luilll J.01 U.e auJ1uun or u g1•1;:>:<tly 
ln ur eas"J. 11rn1u1u111. The pollcyl\oJdcr ahOllltl be IJ:l10 t'ilietl >itparat.:Jy ot 
what la ctui.n;ed hllll tor thti Ufe Jns unJ.nce und wlui.t Is ci11>1·gcct 1um 
ror ti.le old 1w;e, UlsablUty or s ick l.le nclit Insurance. '.rWs lnronuutlon 
shoulu be contained io L11" contcu.ct of 10;:iu.nu11.e. J:'ollcyhoLtleu can then 
Juutse ror Lhewscl vt>:; whet I!.,; tlrn add iUooa.l bun.ell ts ~ue wonh Lhe 
charges which it ls proposed to exact and both the company and the 
policyholder can get the rei;ulting economy in agency and medical ex
nenses frum wr1tmg the two cuntracts at the san1tl tune." 

These observations apparently prompted the Legislature in the following 
year to enact section 1~48m. 

3. Additional insight In respect to the original intent of the disclosure 
statute is given in Commissioner Cleary's letter on this subject dated 
October 22, 1915. ln this letter tne Commissioner had under consideration 
two 111ings in which a waiver ot prom UUl. benell:t Wu.a htcl 'Ud<id in a pul_lcy 
!orm previously used. The new covcral:!'e wl U1 tlle total and pern:mncnL dis· 
ability benetit was lo be sold at the t11~mc p1•lce prey OUs lY u t1ed only !or the 
basic coverage. Commissioner JeiM'Y lncllcated U1e rou owlng ln respect to 
liberalization of policies where no dlrcct clui.rgc Is mo.de !or the additional 
benelit. 

"Subdl\rls lon 2, of section J.9Htm, Wisconsin statutes, provides tbat 
no policy Of t.rumranco tLl!e) sl1all be dell\·ered In Wiscomiln a.twr lite 
ytm r .1U09 uule~s I t contf•ins u u~bl c 'specifying separately tho vremiu'l!i. 
oha,1·01:cJ. 1'01· any be11cf1L v ro111isull in tl1e J)ollcy oLhcr titan IJfc or endow
ment J11su1·nnoc • • • .' li:: ls a1•gucd tha t pouoics such as those proposecl 
by tbo.i !'1·uue.ntia.J arc $1.11.lJecl tu bald s llol 011

1 
a.nd a rc n~qul.J·ed to show 

In a sopara.tu tuble the chu.rge ror au.::h audit onal benefits . 
"1 cannot ai>r • w!Ul Lh.ta contention. 1 do not believe that It was the 

Intention o! tile . cgla1,.tu1,c, when it enacted this law, to restrict lnaur
o.r1ce cump.mfos In IL I lllt:l'allzing o! their policies where no direct charge 
to Ul.: as!i t1red was 111aae· (or the atlded benefit and where such addi
tional benefit would not en(lani;o.ir LI.le >io lvcucy of Che company, l cou
clude, after considering Ute stutule C<.ll'C!u ll y, tho.t whf\t U1e lub'is lo.ture 
had In mind was rather a situation Wl1ere tho company p1·ovose<l to 
give benelits oth<lr than deo.lh and en\lowment benul1t.s wh.lch Involved 
n.chl ltionul pnlmluul <iharge,., In which event the company must specifi
cally at1;1.te wl1at that additional charge is. I take It that this provision 
ws:ui lncoqiorated s o thM the a1:1sured might know what he was paying 
fo.r the .bene-Jlt promised; tlla.t the cost should not be concealed In a 
lum_p premium Charge." 

Commissioner Cleary also commented on the fact that even though there 
•s no signirtcant premium charge there is an increased company !Jability 
because of the provision and that a llmited disclosure was needed to obtain 
approval. The last paragraph of the letter sets forth this position as follows: 

"There can be no Quest lon thM the e.tldetl b r1eflt.q promised In these 
pollc lei; CO!it lhe company somotl\lng . 'l'lte liabi lity o.f the omP•WY on 
every out1nfndl111> J>Ollcy ·onLaloiog thl:,; provision Js greater than .It 
wou ld bu f pure lire or enclown1cnt ins urance were t he only beueflts 
promlslld. lt will be n~cessary, the1·efore, to talce this additiona l benefit 
into account In vululng these 1-10 JJc1es • . b'ur this 1·eu.sou tl1e poll.Cy shOuld, 
by a Prlnl.,d or sti.tmJJell pt."wrston lucon.>omted i.n the poilcy, state t11e 
amollnt e~tlinaled as tho cotit of s uch l:Jenetlt. 'r hls provision may also 
stale tbat s uch aum Is inclmled Jn the premium chflrgoetl. The 11 um so 
stilted should be adequate, and will be a guide to actuaries In valuing 
the pollclt:>1: '!'h., avp1·ova1 lle1·eby !fl ven to the pdUolea ls Bu.bject to the 
Incorporation oC s uuh a provision.• 

The above considerations provl~e a basis for the standards or criteria 
adopted in thio rule. 

Hlittur::r1 1-2-66; r. and recr., Register, March, 1965, No. 111, etr. 4-1-65. 

lr•>1 :.:.oa lll1<tory: C1·. lleglster, Decemb·er, 1958, No. 3G, efE. 1-t-59; am. 
(5) (c), Register. M;a.rcb, 1~~9, :No. 3U. elf. 4.-1-60; am. (2) (b} 3 nnd 8; 
Ct) (c) und Id); (5) (e); (G) and (7) (b), R gl~te1', October, J.061, No. 
10, .,,rr. 11- 1-61; am. (BJ~. I-tegialOJ'. .August, 1962, No. 80, cf!'. 9- 1--02; r. 
Register, August, 1972, !"o. 200_, el't. 9- 1-72. 

Ins 2.065 Replacement of life insurance policies; disclosure require
ment& 

Hlatory1 Cr. Register. M1irch, 1962, No. 75, etr. 5-15-62; am. (3) e.nd 
(9) (lntro. par.). lteglete.r, Alll' ll, 1065, No. 112 eff. 5-1-65; e.m. (2), Regis
ter, June, 1968, No. 150 tilt. 7-J.-68; renum. Ins 2.07 to be Ins 2.065, and 
er. (10), Register, March, 1972, No. 195, en:. 4-1-72; expires June 1, 1972. 

Register, January, 1973, No. 205 
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Ins 2.07 Replacement of life insurance policies; disclosure require
ments. (1) PURPOSl3. The interest of the life insUl'ance and annuity 
policyholders must be pl'otected by establishing minimum standa1·ds 
of conduct to be obser\Ted in tJie replacement or p,t'oposed replacement 
of such policies; by malting avail.able full and clea.r information on 
which an applicant can make a decision in hi-s own best interest; by 
re lucbig the opportunity for misrepresentation in replacement or 
possible r placement situations, and by p1·ecludlng unfai1· methods of 
competition and unfair lH"actices in the business of" insurance. Thia 
rule implements and interprets sections 201.53 (13), 206.41 (10) (a) 8., 
and 207.04 (1) (a), Wis. Stats., by estabUshJng mininn.un standards 
for the replacement of life insu1:ance and annuities. 

(2) SCOl'El. 'fhls rule shall apply to the solicitation of life insurance 
and annuities autho1·ized by section 201.04 (3), Wis. Stats., covering 
i·esidents of this state, and issued by insurance coi·porii.tions, fraternal 
beneftt societies, the fedei·al govermnent or the state lif insurance 
fund. The procedures l:eq~tired by this rule shall not apply to the 
solici.tation of group, industrial or Cl:ed:it life insurance desciibed by 
s11bseotions (3a), (3b) and (3c) o.:I! section 201.04, Wis. Stats., nor to 
the solicitation_ of iilsmance which is not in :force but which may be 
purchased under a guaranteed inllu1·ability option, nor to the solicita
tion of short te1·m nom·enewable Life insimi.nce pollcies written for 
periods not in e..'Ccess of 31 days, nor to conversions of term insm·ance 
to pennanent insurance wi:Lhin the same company. All of the provi
siolts of this l'Ule shall apply to non-g1·oup annuities except those p1·0-
vl,sions l.-elating to the Proposal form described in Exhibit A. 

(3) DEFINITION. For the pu1·pose of this rule, "replacement" is any 
transaction wherein new Uie insurance or a new annuity is to be 
purchased and it is lawwu to the agent or company at the time of 
applicat.ion that as a part of the transaction, existing life inSu1·ance 
or an existing annuity has been or is t o be lapsed, surreitdered, con
verted into paid-U]) inSm:a11ce, become extended insu1•ance, be subjected 
to substantial borrowing of loan values whether in a single loan or 
under a schedule of borrowhlg over a. period of t ime, or changed to a 
lower cash va.lne plan of in·snrance. For the pUlJJOSes of this paragraph 
the word substantial shall be construed to mean either a loan of $250 
oi· more or a Joan in excess of 50% of the policy tabular loan values. 

(4) DUTIES OF THE AGENT. (a) The agent must: 
1. Obtain with or as a part of each application for life insurance or 

an annuity a statement signed by the applicant as to whether such 
insurance will replace existing life insurance or an existing annuity 
on the same life and he must leave a copy of the statement with the 
applicant for his records; 

2. Submit to his company in connection with each application for 
life insurance or an annuity a statement as to whether, to the best 
of his knowledge, replacement is involved in the transaction; and the 
name of every company whose policy he has reason to believe may 
be replaced. 

(b) Where replacement is involved, the agent must: 
1. Present a written proposal to each prospect solicited not later 

than at the time of taklllg the application and leave it with the 
applicant for his records; 
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2. Submit with the application to his companr. a copy of the pro
posal and related sales material or a clear identification of the sales 
material; 

3. Immediately notify every applicable company of the possibility 
of replacement, and promptly furnish a copy of the proposal, and 
related sales material to each applicable company; 

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

(5) DUTIES OF THE COMPANY. (a) If agents are involved with the 
solicitation of life insurance or annuities on residents of this state, 
every authorized company must inform its agents of the requirements 
of this rule and : 

1. Secure with or as part of the application a statement signed by 
the applicant as to whether the new insurance or annuity will replace 
existing insurance and also ascertain that a copy of the statement 
was left with the applicant; 

2. Where replacement is involved: 
a. Secure a . copy of the proposal, and the name of every company 

whose policy there is reason to think may be replaced; 
b. bnmedintcly asc rt.."Lin that a co·py of the pl'Oposal, and notice 

of the possibility of J'eplaceme11t has been fa1'hished to every com
pany wJlic h issued the ii1sm:ance b ing 1·epla1.: cl; 

c. Examine the I i·oposal, and be satisfied that it meets the require
ments of thls disclosure rule and Wis. Adm, Code section Ins 2.14; 

d. Keep a copy of the proposal, and the applicant's signed statement 
in its home office for at least 3 years indexed so as to be readily 
available to the office of the commissioner of insurance; 

(b) If agents are not involved with the solicitation of life insur
ance or annuities on residents of this state, every authorized com
pany must: 

1. Secure with or as part oJ the application a statement signed 
by the applicant as to whether the new insurance will l·epJace exist
ing insurance and the name of ev ry company whose policy there is 
reason to think may be replaced. 

2. Where replacement is involved, the company must: 
a . Immediately notify every applicable company of the possibility 

of replacement and furnish &·uch company with the details of the pi·o
posed :bls1u ·ance and related sales material; 
. b. Keep records of these noti:fications in its home office for at least 

3 years indexed so as to be readily available t o the office of the com
missioner of insurance. 

(6) CONTENTS OF PROPOSAL. The written proposal required by this 
rule must be in a form substantially as described in exhibit A and 
contain no misrepresentations or deceptive, false, or misleading 
statements. 

(7) VIOLATION. Any violation of this rule shall be deemed to be a 
misrepresentation for the purpose of inducing a prospect to purchase 
insurance and any person guilty of such violation shall be subject to 
section 601.64, Wis. Stats. 
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(8) SEPARABILITY. If any provision of this rule shall beheld invalid, 
the remainder of the rule shall not be affected thereby. 

(9) NOTICE TO APPLICANT, When replacement is involved, the agent 
must attach the following notice to the written .proposal which is 
delivered to the applicant: 

NOTICE TO APPLICANT 

This notice to you is for your protection and is required 
by Wis. Adm. Code section Ins. 2.07, Rules of Office of the 
Commissioner of Insurance. 

I. If you are urged to purchase life insurance and it is sug
gested that you surrender or lapse or in any other way 
change the status of your existing insurance in the proc
ess, you are entitled to request and receive from the per
son soliciting insurance a written proposal signed by 
him setting forth all the pertinent facts bearing on the 
transaction and the advantages and disadvantages of 
changing to the proposed coverages. 

II. In every case, it is to your advantage to secure the ad
vice and recommendations of your present life insurance 
company regarding the proposed replacement or change 
in such existing 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. 

III. 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. 
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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 
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 whei·e a re
placement might be to your advantage. However, your 
best protectio11 i11 eve;ry case is to secm·e the onune11ts 
and views of youx p1'Csent insurance company be.fore ar
riving at any decision on such an important matter. 

VI. If, in the negotiation to replace existing insurance, it is 
suggested by an agent or employee of the present com
pany that the existing insurance not be replaced, you are 
entitled to request from the person making the sugges
tion a written statement setting forth all the pertinent 
facts bearing on the advantages of the suggestion. 

(10) EFFECTIVE DATE. This rule shall become effective June 1, 1972. 

EXHIBIT A 
PROPOSAL 

(This form pl'ovides information on your present life insurance.) It 
also provides information on the life insurance which has been pro
posed to you.) 
Name of Applicant - -----

Address --------------------------------------------------------
Street City State Zip Code 

Name of Insured if Other Than Applicant ------------------------

Date of Birth of Insul'ed ---------------------- -
1. Comparative Information 

Item 
Policy Number 
Insurance Company 
Amount of Basic Insurance: 

Currently 
10 Years Hence 
20 Years Hence 
At Age 65 

Basic Plan of Insurance 
Present Amount of Term Rider(s) 
Issue Age 
Issue Date 

t Existing Li/ e 
Insurance 

$------
$--------
$--------
$-----
- --
$-------------

Proposed Life 
Insunmce 

xxxxxxx 

xxxxxxx 
Yr. Prem. Year Yi'. Pl'em. Yem· 
Payable Cove,.age Payable Covemgq 

Premium Fol': Prem. to Ceases Prem. to Ceases 
Basic Policy $---- -------- -------- $---- -------- --------
• Accidental Death Ben. ----- -------- -------
•Wa iver of Prem. Ben. ----- -------- -------
•Disability Income Ben. ----- -------- -------
Family Income or In-

creased Protection 
Rider 

Option to Purchase Ad-
ditional Insurance ----- -------- --------

Other Benefits (Explain) ----- -------- -------
Total Current Prem. $----

Frequency of Premium 
Payment 
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•If Premium For Benefits: (A) Is not separable from basic policy 
premium, insert "Included In BR.sic Policy Premium", or (B) ls an ag
gregate premium, show the aggregate premium. 

t U more t lm n one exist ing llf lnsurM1oe volley I>< lo be affectedl t>
1
y a 

transaction Included within U1e clefinlL1011 or a. r pla • ment con a ned 
In subsection ( 3 ) o f th' 1'111 I <i) t h o ex.lsti ng Hf · i11s11i:a11ue column 
ot a s<1pa 1·a te signed Pro t)o:;a form must ~e mpleted l r ea h such 
·po!lc.y t l 'Ovldlng the Ll'lfo1·1no.tlou reCJ.alred ·by Lh f orm w-Jlh respect to 
e xlstlnl;\' p lt c l flll, 1"Ln(I (2) ti. s .pa.rate sir;nell Pro.I osal form mu s t he 
completed ror Lhe rop · aed poll1·y. The l a ll r Io rm must sunnr1arl?:e, 
to the \l.X tcnt ·possible, t h e informntlou concerning the cx1s Ing pol icies 
sel forth on lbe sc prHatc ;Corms, u d mpi,l l uclut.le th lnrormatlon re
qulreu In H ems 2 thrott g h 0 O! the l roposal form. 

Tabular Cash ValU;es: 
At Present 
1 Year Hence 
5 Years Hence 
10 Years Hence 
At age ___ (Highest age shown in 

Cash Value Table of existing 
Policy) 

Cash Value of any existing Divi
dend Additions or Accumulations 
(if available from applicant) 

Amount of Loan Now Outstanding, 
if any 

Annual Loan Interest Rate 
Date Contestable Period Expires 
Date Suicide Clause Expires 
Settlement Option at Age 65 
Monthly Life Income--10 Years 

Certain-per $1,000 Proceeds 

Dividend·s** 
Is Policy Participating? 
Annual Dividend (current scale) 
1 Year Hence 
2 Years Hence 
5 Years Hence 
10 Years Hence 
Total 10 Years 

t Existing Life 
Insurance 

$-----

$----------

$-------
$-------
%------------

$-- - ---

Proposed Life 
Insurance 

$-----

$-------

$------

$--------t% ___________ _ 

$ 

$--------- $ ____ _ 
•• D ivid ends o.re based on Che 19 __ d1vl (l nd scale. The dividends 

.-hown ato not le> bo cons tJ·u ed as (l'Uat a nte a or est)m a tes ·Ol dlvlden tle 
to be pa11l Jn tho futil re. Div Wands d 'P nd on morlu.llly e n rl e nc.e, 
lnvestm nt earnings nil otl1er factors, and a 1·e d le rrnln d ouch year 
at th sole dlsc1·otlon ot Lhe com1 any'.a board or. dlrectorn. 

"l'he agent Is r <;ispo nslble to r furnishing require d o;l lvlcloud ln form utl on. 
It la recomm ended t h a L h e obtain Lhls for th policy be ing repl11.ced 
t'rom Lhe com 1>a1tY l>1sul n g tho rlg Jnal Ln s1.ll'nnce. As an allernntlve, 
bow·ever, he may s how divid e nds on lofolest omparo.bl poll •y, amount, 
a ge and dprat!on trom urront stntlsU cnl manuals (lnterpolallng wl1 e1· 
n eces sary ) Pl'ovld ed Lhc premium raL for aucll closest comparable Dolley 
le the same Q.B, o·r dl.rrera only ln consequen llnlly from. the premium rate 
for the poll Y to be 1'0PIQ.ced. rt 1.s to be 1·ecogulzed that divide nd Inror
matlon under this a l ternative method! with reenec t to xlsllng Insurance 
Is not lllte ly to be e·s accu rate o.s div c'!en<l in.formation obtain d directly 
from Ute company issuing lhe orig ina l Insurance. 

Source of dividend information used: -------------- - ------

2. Advantages of Continuing a.ny Ezi.sting Life lnsu.rance: 
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3. Advantages of the Proposed Replacement of the Existing Life 
Insurance: 

4. Additional Information: 
(A) The Existing Life Insurance Cannot Fulfill Your Intended 

Objectives for the Following Reason (s): 
(B) The Existing Life Insurance (Can) (Cannot) be Changed 

to Provide the Benefits Desired Under the Proposed Life In
surance. If it Can be Changed, the Reason for Proposing New 
Life Insurance Rather than Changing the Existing Life 
Insurance is as Follows: 

(C) Under the Proposal, the Existing Life Insurance Policy Will 
Be Treated as Follows: 

5. The Primary Reason for the Proposed Replacement of the Existing 
Life Insurance by New Insurance is as Follows: 

6. Additional Remarks: 

-----------------
Date Sig·nature of Agent 

Address 

I hereby acknowledge that I received the above completed "Proposal" 
and the "Notice to Applicant" before I signed the application for the 
proposed new insurance. 

Date Sig·nature of Applicant 

l\'o(c: rt h the post lion or the connnlseloncr Lha.t t he chrrnglng of a 
po l icy lo one wllh lowe1· C!l8h value.; IR 1·epl\•cemunl If 111 fl't!Cd 
.Pr mlnrn l'lollai·s u1·e Lo be 1J~•l ll Lo Plll'Chu.so nddll!unu. I life l11sL11·•t11 c. 
Thl i< Pll!llllon Is uot ln cu1tdud tc. cllscou1·as-e the [ 1•og1·11mml ng of li fe 
lns 11 r11 ni: o as it ls recogpl><ci.1 lhu.L lns 111·n11ce needs cha11!;' • Hutlio1•, It 
Is lnle nrl cd that the lnsui·ea s h oulll l>e given as mnny fact s a.s po.ss ible 
Lo uid lilm In mo. ltlng hi.a decla inr.. 

Suhae('li on (1) (o ) requln~s th1;1.l a copy of the 1·e11lacemcnt slutcm nt 
be lf•ft with the ai:ip1tc1ull for his recu1•<'1a. Thls re 1ulri:.mo1il Is :mti!ili d 
it l lle Btute.mont is Included In the 1~pp l f~LI n o.ncl the l\DDllcnllon ls 
marlc ~i pnrl <)f Lil po l l ~y. 

'l.'he rul o uncl r p11.rngraph (u) or 11u hsection (1) requires 11. clist l11 ot 
and separat e statem ent by t he o.ppllcant as lo his knowlcdgtl of 1·c-

llla 111~11L and a distinct 11.1Hl 11cvarnlc s tat m nt by the a;:r~' lll ua to 
1111 kuow 101lgc of rep lo.cem n t. A sLiL l ement mado by the upp l fC'Ulll ttnd 

Hlll 1s•rl l cfl to l;ly th agent d1l IJ nr>I mee l Lh ls rcqulr 111e11l. 
S Ltbsecllon ( 4) ( Ii ) 3. nlalrns n purposcrLtl dl s Lln ctlon l)etwe.en lhe 

" l nin1odlalo" nollce anrl the "p:· .... mpl" 11L1hmfs1:1!nn of tho 1· Quln!d IL ma. 
J.t Is lmnortnn t tha.l "lm111edlJ.Le" nolice of r eJ>la •cm 11t be ac111 to Lh e 
com1>any w h r.>1:;<: policy is bel 11 i; r epl tH1oc1. 'l'lml company m ay than offer 
reo.ommencllltlon~ to its pollcyhol~l er b turc l he repl.acllm<>nL poll y Is 
l ~s n ed. 111 i;11 me cu.~cs the r opla.cement proposu.l 111ay i:>onLlll n somo In• 
ndvcrten t c1·t·o1·s which sh o tllrl he c rrecll.'d before t l1e nroposal Is 
.forwarded. I f no llce of r 111R.cemont were held up unl1J lh sc cnr1•ec
tlot1s we1·e mo.Ile, lho tN•T111aetic111 ml ht be ompleteil he!ore l he orig-
Ina.I co mpany has an crppon•rntly Lo rnRk e its recommend11Llons Lo Its 
policyholclcr. To g ive erce~ t to the dl st111ctiol' be tween immediate 11ot.ice 
and prompt s u bmission of (·he r1ro 1)osal : 

(1) Co 111pllan •o with the rnqulrcm 11 t of lmmedll\te 110 I Ilea.lion und .:ir 
the ru le will be deemed sL1mclent I t tile n tice la r rwnrtlod wllhln 34 
hours or th Lllkln g or th e appiicw.tio 11, or If suqh fonvarding' 1 recede!:l 
n l.1 olhe1• steps, such 1111 0 1·dc1•l 11g Rn lnspec Li.on 1· po i:t or medlclL.l 
exarn inallo n. 

(2) '£he replacing company may, by written agreement, aa.qume the 
ngenl'e responsibility of iu11nediale r.otlficauon. ln so dotni;, howcv r, 
the company must delay policy Issuance for o. p rlod commensurate 
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with the ilcJn.y l'esulL1t1g· from i(,. action a nd must ho propnrcrl to 
hll.ucl la any clfsaa tlsfaclfon o r rJ10 o.ppllca.n~ wllh a1111roprln.te 1''11\ed)r 
as . .for e x:1u:nple, cnncoltnt lon wilh full re tLLrn of pl'e:rnl um: 

.(3) The replacing company m>i.y, b y wrlttm1 agr eement, aas\tme the 
o.g n t's duly Lo aatlal'y the i·eqL•lre1n nta as s t fqrth In al1bsection 
(1-) (b) 3. lt Is roaaona l le to ex1Hrt'l that Lhe req ulre ll ltcrns wl l.I be 
sent to the n iplnclng comptrny within ~ worltlni; days or th time tile 
appJ J1,atlon ls r ·elved ft Llle bom t'l omco unla11s 1lrn pl'tl f)<lsal hns to 
IHI r . tu 1·nad to th,o ;;i,gent for corr ctiona or n.dcllttona.) lntqr rn u.t1on . 
In no c mit 11110uld Lbe 1·epl a'ement poll ·y h laiju1l cl 1111tH atte1· Lhe 
re1Jul ·1·ecl Hems lun1e linei1 !:lent to th e other company. . 

'l'he proC'edure"' in (1) 11.ncl (Z) Qmpr lse a prlnw. ra.ule rncans o:r eom
p lla11ce but do not preclude eu ch ot h ei· 1mm n11 a~ mtJ;y prove to g·i ve 
immedlata noLHlcil.tlon 1;1.ml which wo uld come wlthl.n Lhe gen.erally 
nocept cl d llnltlon ot "(n:rmcdlate" 

It Is racogt\IZed lliat tile preaen1: "Not ice 1:o Applicant" ls not en 
Llrely aPr11·oprlate ror use in et~ses In ol.vlng o.nn.11\t! I!. 'his rule mu..lt s 
no atLemr:>t to prescr i be Lh;i arie<:l1le wol'dlng or this notice because 
of the many variables In th"' few r epl acement cases tha.L a.re con
temnlated , 'However, lt 111 ex1Jecled tba the c m ll!tl1y wtll nssum th!! 
1·espon all:>illty o:r n.clapting the no tice to fi.t annulty c11se11 when they 
arise. 

History: (See also history of Ins 2.065) Cr. Register, March, 1972, No. 
195, el'l', 6-1-72. 

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 interprets 
applicable statutes including sections 200.03 (2), 206.13, 206.17, 
206.18, 206.33, 206.36, 206.51 (1) and 207.04 (1) (a), (b), (f), (g), 
(h), and (i), Wis. Stats. 

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

(3) DEFINITIONS. For the purpose of this rule certain life insurance 
policy forms and provisions referred to herein shall have the following 
meaning: 

(a) Coupon policy is any policy form which includes a series of 
coupons prominently and attractively featured in combination with an 
insurance contract. Such coupons are one-year pure endowments 
whether or not so identified and whether or not physically attached to 
the insurance contract. The coupons are devised to give the appearance 
of the interest coupons 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 
orp;anized 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 public it is represented 
that the policyholder will receive a special advantage il1 any futUl'e 
distribution of earnings, profits, dividends or abatement of Pl'emi.um. 
It is also represented that such advantage will not be made available 
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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 considered 
as charter policies. 

(c) A profit-sharing policy is any policy form which contains provi
sions representing that the policyholder will be eligible to participate, 
with special advantage not available to the persons holding other 
types of policies issued by the same company, in any future distribu
tion of general corporate profits. Such policy forms are so drafted 
that it appears to a prospective policyholder that he is purchasing a 
preferential share of the future profit and earnings of the insurance 
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 
in the form of dividends. Policy forms using sucn t;erms as prop.ts, 
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 in which the amount of any 
pure endowment or periodic benefit or benefits payable during any 
policy year is less than the total annual policy premium for such year 
has special characteristics making such policy peculiarly susceptible 
to misrepresentation and misunderstanding. 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 misrepresenta
tion. Therefore, on or after April 1, 1965, no such policy herein 
described shall be approved for use and no such policy heretofore 
approved 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, 

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, 
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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 prentium 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) GhMter policy forms al'e 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 that is not authorized by statute and an end 
result that is without reasonable expectation of achievement. Such 
policy forms misrepresent the responsibility and ol>lig·at.ion of the 
company for equitable dist~·ibution of dividends 01· abatement of pre
miums. Therefore, no charter policy shall be aplJl'OVed for use and no 
cluvrte-r policy he1·eto1'ore approved shall be issued or delivei-ed 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 that the 
person who purchases such a policy is procuring a preferential in
terest in the fuhn·e profits and earnings of the insurance corpoi:ation. 
AJ.1y dist1·ibution to a policyholder of t1ie compm1y of earnings, profits, 
01· sul'plus is a reftmd of the excess premiums paid by that policy
holde1'. Such distribu tion must be :fair and equ"itable to all policy
holders, it must not disorimjnate 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. rrhe1·cfore, no profit
sho1rino policu shall be approved for use and no pro/it-shm-ing policy 
heretofore approved sl1aJ1 be issued or delivered in tl1is state on or 
after June 16, 19G2. Further, on Ol' after June 15, 1962, no partici
pating policy shall be approved and no pa1·ticipating pollcy heretofore 
approved shall be issued or delive1·ed in this state unless the policy 
pr ovides without deception o · ~srep.resentation. that the source of 
any dividends or abatement of premium is limited to the divisible 
surplus derived from participating business. 

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

Nota: Th e nbovo r u le t11 the end product of n ca.re!ul study a.n d evalu
ation ot the transcript or the h arln~ on. January 16 nnd January 17, 
1902, on t11e pro·po!fed rule. Due cona ld ernUon wa.q given to tho exhlhlt11 
and the propar d staiements (ll'esented at the beo.rlng arid lo the several 
bl'lets filed eul sequent to the h a.ring. 'l'hla ts t he nrst t im e since the 
pa.sso.ge of Public Law 1fi t .lmt such a. large arnount of h:igu.J am'! A.clu
arlal ta. lent was focused on th se Sfl c lf:l o m11,lte.r s o~ the ltfo Insurance 
busin ess. T .he numbar o.nd size ot' lhe hrlefs and ex.hlbHa 1· fled the 
substantial time Involved w-Jth the ir prepn1·0.tlon, and the lnforn111t1on 
they contained ca.a l conalclcro.bl e llA"hl on the ls!iue11 und r oons ld ern. tl on. 

Tt Is or Interest to not<1 tho.t the fir s uo11nnn - tyne life ln s-u ro. n r:e policy 
wo.s o.ccepted for use In Wisconsin o. lJout 1040. hapter 207 W tsoons!n 
Sto.tutes, rel11.ttng to Unt'al .r Insuranca B usiness Me thoils. 1vtu1 enn<"~od 
111 1947. In 1059 a. newly organized cmnpany comm nc cl the use or a. 
clw,rtcr-tyno coupon policy with pront or 1!llrplu" s haring pro-v!11lona. 
Because of the Infreq uent submission or surh a tYJ'le of !If ln sm·o.nca 
I>Oll oy, the Insurance Depo.1·trnent personnel did not fu ll y n.n pr•cclate the 
Impact o.! the provlslon::1 o! haptei· 207 (1017, c. 620) on the provisions 
of Ute lnBw·ance pollcl .a filed pul•suo..nt to section 200.17, Wisconsin 
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Statutes. '.rhe Information made availaole as a result of the hearing 
serves to bring the issues and the requirements of statutes more clearly 
in focus. 

An 1L1l m ln istratl 9e o.gen c;iy bas a. rcsporn:1 l b ll fty to corro • l any errors 
111 (Ld.mJnl~l rallon o! t11e et.atutes wh lc:h ar·e I.Ir 11ght t o Il a atleI1llon. 
'.rhe premise suggested at t h e ho1Lrl ng by the opponents of t h e 1lropose.d 
rul e the.L a prnvlous aclrnlnlstrntlvo ru l ing (a c Jlll.l.rH·e or the policy) 
shou ld be uontt·ol!lng a ud should not be r·ev ers d Is no t 8UJJJlOl't a b~· 
t ile ' •Vis on ain Supreme ourt In U nlve1•sal Unde r writers ' ' 8. ltogan. 6 
Wl11. (2<1) G2:J, the court in eff11ct sa id that, l n case Cit amblguiJy In a. 
st M u te, practical lnto1•preta t1on over a l0ng ])e i·lod by lhe agency 
cJ1a.rgcd with a1 hnlnlstl'atlo 11 of an a ct 01· statute may be deemoa con· 
tl'ollhig, but w h ere there I s no o.mbli;;li lty In t h e law, n previous nr:Jmln
lst.rntlve q1 llng t her on ca.nno l b g)vcn R. llY weight a11 n Adm lnll1Lra.
llve l n l rpretallon. 'th baelc r e1iponslLl llty' for Lile <1rafti n i; imd uon
t;1lru utlon ot lawfu l poli cy torms r est.a wlLb an insurance ompa.n y and 
l ta n ·tuarl s o.nd lawyers. In review ing pol icy forms, lhe Insurance 
Ueoai·tmen t, while aeeklt1g to proto t the puhll c l n tcreslJO Lile beat or 
Its a hl Uty, lloc11 not lli h c l'lt 11 n y hnsic reii11onR ll>lll ty tor le lawruln es" 
(If any Plll't. or ttll of a n I nsut·n.nce con t r nct. Therefore, i t nppears p roper 
to make a cletermhrn.ll .:i n or thu ml!-1 t rs at hn.nd h<u1e!l on th merits or 
!.he Issues nnll w llhoul an o l, ll gatlon to be conl oil ed by a previous 
ruling. 

J,., i fe lnsurnn re ot1t:r1Lcts, mnre t 111An a,ny other J;lnd of I J1 8Uranc • a1·e 
mn.cl e on lhe bashi of the u tr'uost r;o<>d faltll r Lh insu1•nnfe compally. 
It ls fu n damen t a l thnt the n rovlsions o.r ai1oh contnti;ts be Cl· vised wltl1 
1J la 1·lty and P'I' clsion . 'l'h c.oml'J1isRlon r ha!! on ohl lgatlon to aee t hnl 
the ·p ublic Interest hi! so1· (>(l and t he st.a.tn te comolied wlt'i) by 1·etin1 tng 
Lo a r.:ept policies t hat 1~re or tend lo be m!l; le1Lcl lng nr r1 . ceptlve. Section 
201.0:1 (1), Wisconsin S lll.t11Les. states l ha t : "No in su ra·nce comprmy sh o, 11 
mako a n y e.gTeem nt or In su r nca olher t h lln as 1 Jo.Inly ex pl' s111:1d In 
the policy." · 

'l'he pri ncipal laaues ln v olv·etl a1·0 'w hctbor 01· not li fe 1·nm1rnnce cou pon 
po li cles. c h111·ter 1rnliQlr;ia, a nd proftl-ah u.rlng poll r. lea a.re c011slstenL wll.h 
n,nd ru·e authori:o1od h y 1:!10.tut • So me life h 1suranee corupani.~s l1;1sue 
pol i cy Co1'ms mhodyE i n g on e o r more or th ese matures In n. s ing! 1•01lcy. 
Tt Is neceali>Ll'Y t11a nr h or 11 fie .nies of pol I I a b cl IR<' tlllsed EJepa
ra.tol ,Y evl'n lhoug:h there IA some ov erlupplng of the is1S ues Involved n nd 
sorno or the same co ns Jder11tio11s 1.t. l'e pres n I: In two n1· more 1>f lhese 
policies. · 

In respect to the so-en.l i ed t~oupon nol lc i cs, whor.eln o. eeries or coupons 
al'e sold. l n onfon ct lon with cohvunL lo na l Ille In suran ce, ther il'I no 
dl RP·llt but that. Ir e co u11on$ ru·e u serl s of one-yea.1• pu re ndowments. 
Thia helng tn1e, t hey s 1()11Jd be p l'OJ)erly Identified 11.s 1:111 h. 't'o print 
th co1111on In t h colOT' an<J ror1nat of Int r t·Rl coupons common ly 
attached to Investment bonds dis·g ul.~ea the tru n a tu re or the produc t 
IJ(llng p111· · l1 a,11ell hy th rub li e. A 1$ r lcs 11! 1>11 -yea r n dowrucnts all!c)rds 
a. 11pec1al t ype or l.Jen ent whiC!h lhe av 1·nge lif lnsul'llnce )>uyor wrrn l d 
s Mnm PUl'rh t;tse 1·r he were In pos~;eas1on of tl1e :Cull lnroJ"matlon con-
ern lng the premiums ria l d ror tile p ure cndow111 en t hen ell t s p1·ovidcd. 
Tl 1c gros.9 premium cost to t l1e poli eyholcl e r fol' the pure. n dowment 

heneflts cnn IJQ r eo.rl,lly ~ etel'mln ed by th •omnn.ny by loading t he I \'ne· 
fit s lo be arfo1·detl with the aP 1) ltoL\.hle exoanse Items s1tc il n.s premium 
taxea, a cqu isit ion cost, n.ntl omPall Y admhilsl r(\tion ex-p<m6e::•, with eon
sJclero.Uon ro1· ll<'ms a a ch as ln.lerest, mol'La.llty, policy 1 11 1~sea, etc. n 
ho.s hec n 11 r guec1 that IL Is on l y nee ssa1·y to rlla l ose the n et pr 111 111111 
c:ost. w h ich Is tho rwemlum nr• Ile(!, to provide t b I ciwflts, wl~hon t 
recogn i ti on and Incl usi o n o r th compa.n y ndmln.l str a,tlon ex 1> 01Hic1:1 ri nd 
ovel'heacl. ~'hr-M cit lier c:x:;wnsM d o exlsl a nd lf riot shr,wn w ith t h e 
p11ro ndowm'enl pl't?m lu tn L11ey then are 11;n ndd ll:ionnl loarl on the li fe 
inau1·an ce bein g- 1n1rchased In o nJ n n ctl<•r wll h J·h rrnre nd owmen t 
b nenl. To ruiru that 1t Is <Inl y necessary to ati;c l nse ll 1 orl1011 of the 
premium o.ost is to arr.-ue that It la legal 11 d proper to rl rr i'' th 
Public I nto bellevl11g tha.t ~ Ir y n 1· nu rcht1slng ( h e .-11.clowm nt benefi t 
a t l~ premium cost Llrn t Is att1•acrtivc in re lation to th e bmieflls. lt i . u 
rac t thn.t 1h gross 11reml 11m cost w ill trem1 inlly he suhat:i n Un.lly In 
ex,..eaP or he111~ fl 11 r<>tu\·n ed to th e 1>01lcylrnlcle1" At he.st. I.he total of Lhe 
fa,..o v11l u e or the nul'Cl en (1 ow111e11t beneflta wou l~l a.pp1•ox lmnt11 or be 
on l y s l lgh f.l y gv nt r than lhe Lo l a. I g l'oss 111·cml11m pni<l by lh <ii policy
holdl'r. Tt i s not 111 th e. p111Jl lc i11 tel'est. 11<)1· · s It 001Jsl s t nt w ith scr:tlori " 
201.r.a (1), ~ n o . r.t en. an rJ 21)7.(l<I en {fL • W is on sln 8tnt11 t<"S, to permit 
suclr ii. tl eo 1.1t lrJ11 n n1l 1'lllsrcprese11t:a. ~lon or t110 !',"l'OSl'I 1wem l11m coRt nf 11. 
series of nn -year· 11111· enrlown1entl'! 01· or nn,I' "!O rl es or g1rnrnntPP13 
fl 1·lodlc bl\n eftt. maliu·lng du1•lng L111> l)l'eml11m-paylng per iod of the 
policy. · 

Cl11l.l'ter f\ol!c:v la 1;1. n u.ro e g: lv n lo 11. 11 r e l n snr1 11ce Polley, Ufiull llY by 
a n ewl y nrgan(zed lmrnran<'e 1'0111f)ll11Y. Tt~ ]JlU!IC n11rpORC IA to provide 
the CJn m pfl.ny al.\· .nta with a po l icy to1·m t h at I~ eRPl.lClt:tl l y artrnrtive to 
th e p 11 n :haa1>r In orclm· lhnt Lim i1ew comnnny w ill hrw e a (:ompet lt ive 
advo.nt~c. The 111.1ture or the r.l111rter-tyne poli cy I~ that It ls profit
sharlng or U ral tho policyholder w ill p111•tlci1>11.te In th Jong-lorrn aarn-
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lngs or the compnny. The u suo.l repreacmto.tton I ll lhn.t the policies wlli 
bo l $Sl1ed t o the e);f.ent or it prCltl etermlned t\xon number of units and 
LhlLl li te pollcv holtler wi ll ho on or a rela h•ely smal l and limited num
be r or thu or'lg-l n a l pollcyhokh·rn of tlie cmnf)t n y who wlll ultimately 
s liare In the b11 ·slness s11caef!s o r Lh e comnany. Wl1l l this may be a 
uscr111 11evl o to a id a n w cn111 1m11~· In g<.'lllng s t1\l'Lf'd In business, _the 
t ocl.J nlqu1J, I f I t is to b • pe 1·m1ttr;cl, 111ust lie co·nsistcn l wl tll the require
ment~ of statute. Section 207.04 (1) (f) states that "Issuing .•. any 
special or advisory board contracts or other contracts of any kind 
promising returns and profits aH an inducement to Insurance" is an 
unfair 111ethocl ot compctHton a n cl ls an u n{rJ.1 1· and decepllvo net or 

fwa ' lic • In lho bw;i11 SA or lns11rn11cc. !'; 1.1c h Lrude p rn cll<: s n r o prohlb
t u!l uy secti on :!07.03 . 'l'li(! l •cl 1nlr)l•e or ollerlng relw•ns or prnnls to 

a smnll 1p·oiiu of th e fi1·sl 1 f1 l io!.vlrn ld en:1 c) r a compau:v is c lctll'I)· 1rnnu·a1·y 
lo slul u te. Il Ill n ll11r acterlit l.1 1' or ch:\l' ter l}Olicl es tho.t th y r r-1>1·esrn t 
tht\l tlin 11ol l r.yhn ld c r \VII I THl.rll i:l nn.te with sn clal nrtv:i.nto.ge I n the 
l onA"- ll'nn cnrn inA·s r l h co 111pun)•. 'l'hh1 I rnlsr •1ii·cs ntulfon \vhon 
vl owNl In the Ilg·h t of th rnq11 ! 1·ement or section 20G.~3 (1) thnl "No 
llro llrn11ntn<'e c"rnru1.11:v uhn l l 11111kP. or t> 1·111 1L a11y d fl:1 Ll11L' ti o n or d l"
orlmlnnllon b twecm l1i1nwan l s o( the snrne class tl•Hl eo unl 0~ 11ee lltll on 
or li re I n I ll e o.m un or ()11..VlllPp L nr I'' 111!11ms or In ll li~' 1· L11n1 n( pr<:l-
111l11ni. Qlvlde ncls or other tttlvn11taµ-os. • A1'te1· cons luo 1·11!.loi1 or 11 lss11 !l 
lpvol\' Cl iL <'11n11 nt li e;? c;:o 1H'l11tl cl \hnt eh.\'lrler- L ~'ll0 l ife lnsurn11ce con-
traute 1\1' . c nllf;l s enl wl tl1 th<! 1·cq 11 1·0111cll ·r .i;lat11t•. 

P1·ont- shn.1·l ng I.a a nnmo usc>d Lo rl1rn<:ri t1 any Iii\\ lnsm·c11 1 .-~ 0 11t.1·act 
W]\l(•h 11rov idcs that Urn pollcyho l<l e1• will partl1i tp11lo wit h s pc<:in.I 
11tlvn 11Lni;e In thu g· n r 1·11i 1w1•plu s :L·c1!11111lat lons ot 11 11ro l ru111 r1111 
com 1m 11y. Tr lhe cornnnn.v l ~n ul11!~ SIJ C 1 /'ollc leR IM.lic111 p1u· tl t1l11nll1\g 

IJOil<" ll'S c; . · •l i iJilV ly. lhtlll l,h l' lg·ht M elLC \ poli<!Yholclel' lo J\ILrti•·l11nte 
n ll1 s1t 1·p lus <>f lhP ·orn 1HLn~· I~ l11 m11ne s LhP l'l i:t l it or v P.r~· Lhl'r 
noll<-~• 1101,1PP of tlrn con P lLllY . 111 s\io l1 ·nses the slnt11tcs C~Llr. I ~ (1) , 
2 0G.~:l, ~ I r..:1G. anrl 207.0•I (1) (I'.\')) rcq"U lrc e11ultahl1.1 nntl n o ntll$<·rl11il11n.
Lory un11110.I npportlomnent 11ntl ret u r11 of the &urpl u R o.ccum11l11llons. 

I -lowev\!r , tlw mo.ttli1·s Invo l ved n 1·\! much more co111rlcx whon a lire 
l 1~s11rnnce rornpn.n:v 1$.S l l lls brJL h parLlcl 1>0 Llng nnd 11011p(Lrtl!'f pn t l111r poll
c l l!-'I. U11dc1·Jyl 11 g lli !! mnu o1·s l o !Je ·011 sl r! erc<1 Is Ll1 ru t lhnl ony 
dlvhl r 11 '1 on n p(u ·tloi lpn In g nnllvy Is cssent lo. ll y a rotln·n or nxcess 
prc111l11m l'u hl l>y t h • 1>01lcyholdcr. S•ctlt> 11 20G.13 (1) provlll•'I< lh n. t the 
pnrtlclnat ng nol lcy, by iLs tcrn1s. mu st g·Jvo tha poll c.vll ol<lCJ' Lho full 
rli:-hL l o l\:ll'll C1 1!'>1'.\l a111111n. l l,v In tho Sl11'1>ht1< OCl'llrn ulnt lnnll rl'om tho 
(ll\l'tlrf pnt 11i; lrnRln.-.1s of lhc company. Tl1c Issue ht t1uco; tlo11 Is whether 
1 ho ll l nt11!1•s o. 1llho1·J ~e a. life l11s111·n1we rom11a.n:v to Issue c;onlrn 111 whll'h 
r 1·ovlclc tl111t t.t ola.s.• or pn1' li<dp1Lll11g p <Hlcyh<~l<.I rs will pn1·L I •l tiat with 
11P~i·l 1tl :LtlVlill l ll<l' In th () long-·lf' rm ('Ol'POl'nle earn ln ~!I nr Ll1a ('0111fHll1:Y 
on l11'1lli 1111 r lfi• i1'iatilli:I" n 11<l no1innr•tlcip1 Uni: l•11s lncss. Srdlo 11 2117.0·I (l.) 
(g) J •.l unni::~ ns {). 11rohihltf.:rl unfair rllscrl mln a lt•>n the "11111.l<in r;- 0 1· J)ll!"
mlll l nf:' a 111' infnjj• 11111 rlinl 11t1Llo11 hotw n lnrl l\•1Clu1~ l ll or th ~ :\111 ( c lllsH 
n,nd or11m l ex1loc.tatlo 11 n l' l lfP. 'I' ' ho 1·n tcs ch11 1·~<"d rnr nn.v ontrncl or 
llfp lii 1111 r1111 ,•o or of l lrn nn1111 I v nr· In the 111\•l ilen rl!! nr n 1'1rr hcn cnts 
pr,yablc Lll ercor: •. • . " Section 207.04 (l) <11) defines ns rcllntlnA". pro
hiuitecl IJ.v section 207 o:l. tl1 e "11n~·l ng 01· n ll owlng- o r g-lvlni::· 01· offc1·ing 
to pay, :< l lcnv r g- lve. directly 01· l•1•llrc~lly, lLR l11rlu.-cmrnt ID such in
surance nr n n m1 i ty, any rc:>hnt or p1'crnlums payu!Jlc on lhe contrn.ct, 
01· nny i;11 ·111 1 favor or advnntn~c I n Lhc rltvld 11il!l or Cllh r l' l>cncnts 
thcl'cnn .. . . " Fl·om this it en.I! ho co 11 ch11l ocl •tlu\l lhe sl11Lu l os do not 
Jl rinlt !he 1Sllllil11l'u of n conlrnct whlf'h •~ l v s tho 110 !1 ~· 11fllr1 c1· n pl'Qn1 lse 
or r ha l e .. r r1rnmf11m 01· n srnwln l n<I vail t a~ I n d l v l 1l r 11 <l. So flC111 ~07.0•t 
(I) rt\ '"''"· l rlc>s (hnt. fn r spc~t 1n <li11r·1· l n1i 11 n1·lnn nnrl 1·0 1J nlf·~ . lhn tll'O
v lslons or ccllon U07.0•1 (l) (~) nncl (h) do not 1wovcnt tho nbntcmrnt or 
nr 111l11in n111 <Jf su1·p l1u1 111·c 11 m11lnle<I from nnnpnrlit,J 1 nlli11: l111i>l1H)!IS 
nro,•l tlNI 1111\L s1 1r h fd>ll.lrnll' lll or prP111 t11n1 "hr\ll he ·fnlr n11•l cr11Jil:1hle 
to p(') ll c.vhn l< l ra rtud r,11' l h c hc>it 1111c1'N•l or tl1e eo111 11nn .'' nnrl It,. po1!1·y
h"lrl r1·1<. 1'h l>1 $In.lu t e Is t;he 0111,1· 1w t.h1Jrlw.lij111 ror p1 ~ )· m ~11\ or rlh•lrlcnrla 
from t !1 0 ~ u 1·1l1t1 e t tccunw lnl•' \l n ·nm nnn1i:11 · r l <~ l pu tlnr: b u !ll ncsll. Tho 1111 -
pr\l'l or lhl" J< l l\ l ll l<;l Is 11111.1 011." rll,.lrlJ)lilinn ·Of s11rplm1 ""''1111 11 ilnlcitl 
from 110111 nrll ·I paling lrnaln ss nrn.·t h rn.ir nnd equ l tnb li.l lo hnth r1 ru·
tfP it,11 Tl1 1:.! 110 rl IHllJPlt.l' lif'iPHf i r1c· l' n llr .v hn lrl rt l':-1 fll'll l rni- ll l t- hr.!11 1 l n t ~ t1 f'lflt 
nl' ih .- 1•01111mny n11(1 !'111• 1inrl\rl11n1TP11;r nnrl nCll11 •trl lrlpntln~· n ll<';vhol rl
crs. Thu". u. p11 rllcl1>~!ln.tt 1 n l lc v wh ich p11 1·rr.n·tll tn fWOVl<le l y l l >i own 
l<'rnrn nr lw 1he net. rc!l11lt n( lhe npnllr11t.1011 or lf 11 tnrm11 ·lhnt lhe 
pnl] <>~· J 11\ l rl (•1 • will r1n1· tl c l pnte In llln 1;111·111 11 11 nnf'unrnlnlNl nu nn'hrrll' f i cl
pn I Jill' h m<l l\ f'S!I 11:1 11,.,l I\ h'll!' 1'1'11 1' Mr11tnt·lnn or fnf't l" ln co I lie rnul lf'i 
nn ting- nnlir.'' rnn only pnrtif'lnnl<' tn nn r xlrnt t hut I f' eri11 ll n 1i t.- wllh 
the pnrliripntinn of the nnnp;u·tirinnlincr p olt r :v. nncl t n l>r> Nr111lnhl (J 
n11rl nnl mis1·rnrrsPnt. the rii::·hi·s nf I hP pnli y ]1 nlrlrr I ho 1H•llf11U' l lr l 1>11 I l11i::
pnliry sho11l<l hnve tho snme provi11ian for pn,rll r•l1Hllinn In !ho N1 1·11!11g11 
on tho nonprii·tiripn:linA" h11!lill<'!IS. lf m1rh 11 p1·n,·i 1; ln11 \\'<' l'r tn hn ll11<1'l' f c~l 
In nll nonpnrticipnllni:t pollrlc9, l'llrh nolt<'l"I! t h l"n. hy thr lr nw11 (f'1·tnl). 
lrnCOlllfl pnrtir,ipatlng- pnl!riP!l nnrl the flislrJl111Jion Of <llv l rll'nrl ll \l'Oll l <l 
bf> g-ovcrnecl h:v the 11tntutes cltPCl nhove nnd ·t he p111·portNl sprrlal 
advantage would not exist. It can be concluded that pnrtlclpo.tlng pollcy 
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fo1'ms Issued by 11 te Insurance companies s hould accurately state the 
condi,tlons lmpos<'d by stalute tor rl lstr lhu Llnn or. 8Ul'J>h.1s a cc• 11mulatlon11. 

1t Is also wor lhy or mention tl111t the Wiscon sin Securlt1ea Law, In 
section 1an.o~ (1 >. cJennes a security a:; inc ludin g "o.ny 1nt re:it, share 
or partlri111Ltlon In rrny pronts. ea1•nlng·s . profil-el ia.1·1ng agreeme1\l, .. . " 
'L'hel'e nppear!i to )le aubi;rlant)o.1 e vlc11mce that Ir tha profH-11h11.rlng or 
~ 11rplua-ahllrlng tyl)e of policy were to be onsl d l'ed ns co mn·lying with 
the ins m•a.nce statutes It ~voulcl. t h en be eon slclorei1 as within lhe dcfl · 
nltlon of a security and subject to regulation as such. 

The prov l<ihrns of v,r1sconsln Admlni:Jlrutlv Corle ttection Ins 2.08 are 
intendetl Lo o.1lp ly only to poll c l ,':I Issued on o-r after it~ effective date, 
and It •foes no t o.nn ly to oontraeta l!'sued pa•lor to the effective date. The 
adopti op of ·the rulil Rhoulrt uot dls lurb or co.a l 11<'lubt about the validity 
of previously lsimru'I oontrnct.~ of the type desc: rlhecl in the rule. Such 
contrac ts wern l !i.q 1 1 ~rl In iroon frtlth hy Lh ln f.mrauce companies, and 
there ls no retroactive Impact ot the rule. 

The. amendment to subsection (.4) (b) o! this rule, effective Decem
ber 1, 19fl4, 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. 

Hl11tory: Cr. Register, May 1962, No. 77, eff. 6-16-62; am. (4) (b), 
Register, August 1964, No. 104. el'I'. 12-1-64; am. (4) (b) (Intro. par.), 
Register, March, 1966, No. 111, eff. 4-1-66. 

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

(a) Be dated and signed by the insurance agent or by the insurer 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 misleading 
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 representa
tion 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 invalid, 
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 
activities may be considered as being in the same industry: (a) retail 
trade, (b) wholesale trade, (c) service, (d) mining, (e) contract 
construction, (f) finance, insurance and real estate, (g) transporta
tion, communication and other public utilities, and (h) manufacturing 

(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 t.h henrings bo ld by the department on 
December 17, 1963, to consider the formulation uf ru l~ on d ~ulrht lines which insurance 
companies could use to determine what groupin g~ of c.mpluye ra 1fl i ~h L be permitted by the 
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phrase "in the aamo indus uy" in s enlions,.20(UIC) (-1 ) find 20~ . :J?. I (,JJ (c), Wis. Stats., to 
o btain group in.surnnce «Joverugu for th ir c m}'.tloyees Lhrour.h th est.ablishment of a trust. 
As n result or the heorln~. th" dep1lrtmeaL bwi re viewed Lho ho<rkJ!:round and history of the 
"in the emne induotry' !rovittion which W6~ ador,ted 8 8 8 µnrL or the "Group Life 
lmJUrnncc. Dntini1.ion .. a n "Group Life Insumnr.~ SlandaTd Provis ionH", revised at New 
York on DccC!mher L5, 19·18, by L.hc Nltt.ional AElsociotion of lnBurance ommin.~ioners 1111d 

enacted ss u parL of tho Wuu:<ms in St.atu Le In l!.14'9. Tim dcp11rLme11t l1 a. conc lud ed Ll111L 
the phro•e "In the sam lnduotry" ehould bo llbemlly construed . IL provJcl Cll n moans 
whe reby n s mn.11 employor, not having .n •uffic!e 11 numbur of employ o"" Lo quallfy for o 
grou1> p lnn of IU. own, may juin with <l Lher6 nnd prnvido I.he henefil.H ul' 1rroup insurnnce lu 
his omplO)'Ces und thereby compelc in the lohor market ,with Uie !urge employer. It hos 
b •on umplu1Ki7.ed lo the d epartmcnL thnl the 3U1.tu1.ea involved are lrumronco 8LaLut.e!I nnd 
tbnt. Lhere is 110 uudl!rwriting re BKOn which di tat.es _ grcii tcr dnt.nil or narr()we r 
clBBOificntionH under the law. To require a mo re d e lei led brcnkdown onl)' ha• t.11e effu I of 
11dding lo l hc ndmlnialrat iv d etnU ond expense <1 f ar.Lt ing up s uah a plru1 , om! • uch does 
not appear to be required nor in the public interest. 

The rule was !lmended Apri l I , 1975 ao that it would opply to orgon i7.ation• engaged in 
manufacturing. Thi• was nccomplis hed by 0 ddlng r ference l:t' m a nufoct 11rlng in 
subsection (1). Thil< in ffcd re moves Lho oppliC!Stion of the s.dvisory opinions of the 
Attorney Genernl de led. Janua r)' 16 , J 958 oud l:>ecembur 30, 195S o n Lhis subjecL 

For a gene.rot gdjcle ne tu Lbe L)lpes or orgnnizncions which (11JI within onoh ol' the 
gr\nJping!IH _s \ d in ~ub,•ecLion ( i) o ( Lh ls m lu, Lh clepnrtme.nL Auggestu ~hnL in1'urcrs rnfe~, 
Lo the d1via1n11 lt oad1n1,'S found [rt the "Sl.andurd lnduatrfnl C ln•• 1f1cnt1o n Mnnu.al 
prepared by the Unlled S tutea Ourea.u or l h B11\lgc t . ' l'eclinico l ommi~LOO on lmluotrinl 

IMs ifico lion, Office o f S t.nt.iuti cnl tnndJ1fd>1, 1957, aud L 0 L11 er oimllo.r mnte riu l s uch ea 
th industrfo l cln"6ifiMLion • tarting 0 11 page X l of t ho " .$. ns us o f Pnpnlution 
l96 C lnssifl •d Ind ~ of Ocuupotiorui und lndu• Lrlno," pul.Jlish ed by t.110 Uni ted lutes 
Department Of Conunorce , Bureau o l' tho Ce 11suo, 1960; m1d Volume V, No. l , "Wi•oons in 
.ommercc Reports," Bur1,11u of Busine•s lleae1m~h end S ·rvlc , MndJsoa , Wl•tons ln, April 

1, 1957. 

History: Cr. Register, February, 1964, No. 98, eff. 3-1-64; am. (1), Register March, 
1975, No. 231, eff. 4-1-75. 

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

(a) Employe benefit trusts or plans conforming to the requirements 
of subsection 272.18 (31) (a), Wis. Stats.; 

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

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

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

(2) FRANCHISE UNIT HEADQUARTERS. A franchise unit as defined in 
subsection 206.64 (1) (b), Wis. Stats., need not have its headquarters 
or other executive offices domiciled in Wisconsin. 

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

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

Ins. 2.12 Exceptions to unfair discrimination. The following 
practices, without beint;t all-inclusive, shall not be considered unfairly 
discriminatory as considered by sections 206.33 (1) and 207.04 (1) 
(g), Wis. Stats.: 

(1) Issuing life insurance policies or life annuity contracts on a 
salary savings, salary allotment, bank draft, pre-authorized check, or 
payroll deduction plan or other similar plan at a reduced rate or with 
Register, March, 1975, No. 231 

• 

• 



• 

• 

COMMISSIONER OF INSURANCE 22-1 

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-

Next page numbered 23 
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urns 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 pl.an must give rec
ognition to all cost factors in order to preserve equity between vari
ous classes of policyholders. 

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

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

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

(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. 

Hlstory1 Cr. Register, May, 1964, No. 101. etr. 6-1-64. 

Ins 2.13 Se·para:te accounts and variable contracts. (1) PURPOSE. 
This rule creates standards for establishing separate accounts and for 
issuinl\' contracts on a variable basis, both as provided by section 
206.385, Wis. Stats. 

(2) DEFINITION. (a) The term "contract on a variable basis" or 
"variable contract," when used in this rule, shall mean any policy or 
contract which provides for insurance or annuity benefits which may 
vary according to the investment experience of any separate account 
or accounts maintained by the insurer as to such policy or contract, 
as provided for in section 206.385, Wis. Stats. 

(b) "Agent," when used in this rule, shall mean any person licensed 
as a life insurance agent under the laws of this state. 

(c) "Variable contract agent," when used in this rule, shall mean 
an agent who shall sell or offer to sell any contract on a variable basis. 

(d) A "satisfactory alternative examination" to part I of the writ
ten examination called for by paragraph ( c) of subsection (9) of 
this rule shall include any securities examination which is declared 
by the commissioner to be an equivalent examination on the basis of 
content and administration. The following examinations are deemed 
to be a satisfactory alternative examination: 

1. The state securities sales examination; 
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2. The National Association of Securities Dealers, Inc. examination 
for principals, or examination for qualification as a registered 
representative; 

3. The various securities examinations required by the New York 
Stock Exchange, the American Stock Exchange, Pacific Stock Ex
change, or any other registered national securities exchange; 

4. The Securities and Exchange Commission test given pursuant to 
section 15 (b) (8) of the Securities Exchange Act of 1934 (15 U.S.C. 
section 780 (8)); 

5. The examination recommended for the testing of variable con
tract agents by the National Association of Insurance Commissioners, 
when adopted ])y the insurance department of any state or territory 
of the United States and approved for use by such department by the 
Securities and Exchang-€ Commission. 

(3) QUALIFICATION OF INSURANCE COMPANIES TO ISSUE VARIABLE 
CONTRACTS. (a) No company shall deliver or issue for delivery vari
able contracts within this state unless: 

1. It is licensed or organized to do a life insurance or annuity 
business in this state; and 

2. The commissioner is satisfied that its condition or method of 
operation in connection with the issuance of such contracts will not 
render its operation hazardous to the public or its policyiholders in 
this state. In determining the qualification of a company requesting 
authority to deliver such contracts within this state, the commissioner 
shall consider among other things: 

a. The history and financial condition of the company; 
b. The character, responsibility and fitness of the officers and 

directors of the company, and 
c. The law and regulation under which the company is authorized 

in the state of domicile to issue variable contracts. 
(b) If the company is a subsidiary of an admitted life insurance 

company, or affiliated with such company by common management 
or ownership, it may be deemed by the commissioner to have satisfied 
the provisions of subsection (3) (a) 2. of this rule if either it or 
such admitted life company satisfies the aforementioned provisions; 
provided, further, that companies licensed and having a satisfactory 
record of doing business in this state for a period at least 3 years 
may be deemed to have satisfied the commissioner with respect to 
subsection (3) (a) 2. of this rule. 

( c) Before any company shall deliver or issue for delivery variable 
contracts within this state it shall submit to the commissioner: 

1. A general description of the kinds of variable contracts it intends 
to issue; 

2. If requested by the commissioner, a copy of the statutes and 
regulations of its state of domicile under which it is authorized to 
issue variable contracts and 

3. If requested by the commissioner, biographical data with respect 
to officers and directors of the company. 

(4) SEPARATE AccoUNTS. (a) A domestic company issuing variable 
contracts shall establish one or more separate accounts pursuant to 
section 206.385, Wis. Stats., subject to the following provisions: 
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1. Except as hereinafter provided, amounts allocated to any sepa
rate account and accumulation thel'eon may be i1wested and reinvested 
without regard to any requirements 01· limi tations prescrlbed by 1..he 
laws of this state gov rning the investments of lile insurance com
panies; provided, that to the extent that the co·m-pany's l'eserve -lia
bility with rega1•d to a. benefits g·uai·m1t ed as to dollar amount and 
duration, and b. funds gua1·ariteed as to principal amount or stated 
rate of interest is maintained in any separate accoWlt, a portion of 
the assets o:f such separate account at least equal to such resm·ve 
liability shall be, except as the commissioner may otherwise approve, 
invested in accordance with the laws o:f this state governil1g the 
investments of life insuxance companies. 'l'he inv tments in such 
sepai·ate account or i:i,ccounts shall not be taken into accom1t in apply
ing the investment lin1itations applicable to tJ1e investments ol the 
company. 

2. With respect to 75% of the n1arket value of the total assets in 
a separate account, no company shall purd1ase or otherwise acquire 
the secm·ities of any issuer, other than secu:rHies issued or guaranteed 
as to pl'incipal or ui terest by the United States, if immediately aftm· 
such pul'chase or acquisition the market value of such investment, 
together with prior investments of such separate account in such 
secm·ity taken at mai·ket, would exceed 10% of the market value of 
the assets of said separate account; provided, ibowever, hat the com
mi13sioner may waive such limitation if, in his opinion, such waiver 
will not render the ope1·ation of such sepm·ate account 11azardous to 
the public 01· the policyhoklers in this state. 

3. No company shall, whether :fo1· its separate accounts or othe1:
wise, invest in tibe voting securities of a sblglu issuer in an amount 
in excess of 10% of the total issued and outstanding voting securities 
of such issue1· provided that the foregoing sha ll not apply with re
spect to securities held in separate ac ounts, the votmg :rigl1ts i11 
which are exer.cisable only ln accordance with ii1structions from per
sons having interests in such accounts. 

4. The limitatlons provlded in subsection (4) (a) 2. and 3. of hiB 
l,1lle shall not apply to the investment with respect to a separate 
accow1t in the secm·itiei> of an iuvestru •nt company registexed und x 
the Investment Compai1y Act of 1940, as amended, provided that the 
investments of sMh invem.uent company comply in substance with 
subsection (4) (11) 2. and 3. of this l'ule. 

(b) Unless otherwise appxoved by the commissioner, assets allocated 
to a separa·te account shall be valued at theil' market value on 1lhe 
date of valuation, or if thei;e is i10 readily available market, Uien as 
provided unde1· the terms of the co11tract or the i·ules or o'Ll1m: written 
agxeement applicable to iiuch separate account; provided, that the 
portion of the a,ssets of st1ch separate account equal 'to the company's 
1·es01::ve liability with regard to tihe benefits guar~mteed and tunds 
guaranteed i·efened to in aubsect'fon (4) (a) 1. a. and b. of this 
rule, if any, shall pe valued in accordance with the rules olherwise 
applicable to the company's a.ssets. 

(c) If and to the extent so provided under the applicable contracts, 
that portion of the assets of any such separate account equal to the 
reserves and other contract liabilities with respect to such account 
shall not be cha1·geable with liabilities arising out of any other busi
ness the company may conduct. 
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(cl) Notwithstanding any oth!'lr provision of Jaw, a ·ompany may: 
1. With respect to any separate account registered with the Securi

ties and Exchange Commission as a unit investment trust exercise 
vo·png rights in conn ction wiU1 any secm:i·ties o.f a regulated invest
ment compa11y registe.r ed und r uhe Investment Company Act of 1!)40, 
as mncnded, and held in such separate accotmts in accordance with 
instructions from pe1·sons having interests in such_ accounts ratably 
as determined by the company, or 

2. With respect to any separate account registe1·ed with the Securi
ties and Exchange Commission as a management investment company, 
esta-blish for su ·h accotl.nt a committee, l:/Ni'l'd, or other body, the 
members of which may or may not be otherwise affiliated with such 
company and may be elected to such membership by bhe vote of pe1·
so11s having interests in such account. ratably as dele1·mined by the 
compru1y. Such committe.e, board, or other body may have the powe1·, 
xe1·cisable alone or in onjunciiou with others, to manage such 

separate accm,mt ru1d the investment of its assets. 
A company, committee, board, or ot:iher body may make such other 

provisions in respect to any such separate account ns may be deemed 
appropriate to :facilitate compliance with ~·equi1·emm1ts of any federal 
or state law now or hereafter il1 effect; nrovided that the conunis
sioner a1 proves such provisions as not 11:i.zal'dous to the public or the 
company's policyholders in this state. 

(e) No sale., excha)lge, o;i: other transfe~· of assets may be made by 
a company between any of its separate accounts or between any other 
investment account and one or more of l ts separate accounts unless, 
in case of o, transfer into a separate account, such transfer is made 
solely to establish the account or to support the operation of the con
tracts with respect to the separate account to which the transfer is 
made, and unless such transfer, whether into or from a separate 
account, is made 

1. by a transfer of cash, o·~ 
2. by a tl;ansfer of secu1·ities having• a valuation which could be 

readily determined iu the rnal•lrntplace, provided that such transfer 
of securities is approved by ilhe commissioner. The commissioner may 
authorize other ti·ansfers among such accounts if, in his opinion, 
such transfers would not be inequitable. 

(f) The company shall maintain in each s\lch separate account 
assets with a value at least equal to the reserves and other contract 
liabilities with respect to such account, except as may otherwise be 
approved by the commissioner. 

(g) Section 201.24 (4) (b), Wis. Stats., shall apply to tihe members 
of any separate account's comi;nittee, board, or other similar body. 
No officer or director of such company nor any member of the com
mittee, board, or body of a separate account shall receive directly 
or indirectly any commission or any other compensation with respect 
to the purchase or sale of assets of such separate account. 

(5) FILING OF CONTRACT FORMS. (a) No variable contract may be 
issued or delivered in this state until the commissioner has approved 
the form or until the form and rates have been filed with Uhe com
missioner for 30 days. 

(b) The filing letter shall be in duplicate and shall contain the 
following information: 
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1. An identifying form number and title for each form submitted, 
2. A gcneni.l desc1·iption of the form (s). 
3. A listing of the ty1Jes of policies to which rider or endorsement 

forms wlll be attached. 
4. The form number and date of approval by the commissioner of 

any form to be superseded. 
(c) ne copy of all forms or rates submitted :for app1·oval shall b 

submitted witih a copy of the application nttache I if the application 
is to bo a part of the contract. If the application was previously 
approved, the fo1·m number and date of approval wi ll suffice. 

(d) All forms should be completed with hypothetical data to show 
their use and should include a correct table of values. Variable in
formation in forms should be explained. 

(e) An actuarial statement of methods used to calculate values in 
the contract should be included. 

(6) CONTJl;\c•rs PROVIDING FOR VARlABLE BENEJPITS. (a) Any vari
able contract provicUng benefits payable in va1'iable amounts delivered 
01· issued fo1· delivet·y in this state sJu1ll contain a statement of the 
essential foutures of ~he pi.'ocedutes to be followed by tl1e insurnnce 
company in detel'mh1i11g the clolh.tr a.mom1t of such variable benefits. 
Any sl1ch cont ·act, including a g1'011p c011tract and any c rtificate 
issued thercmH.ler, shall state that suclt dollar amount will vary to 
reflect ilivestment experience and shall contain on its fo·st page, in a 
p1·omine11t position, a clear statement to the effect that the benefits 
the1·euncler are on a variable basis. 

(b) Illustrations of benefits payabl 1mdei· any contl·act providing 
benefits payable in variable ru:noimts shall not include projections of 
past investment exper ience into the future or attempted p1·edictions 
of iutu~·e h1vestme11t e}..1Jerim1ce; provided that llothing contained 
herein is intended to p1·ohibit use of hypothetical assumed rates of 
rntum to illust1·ate possible levels of an11uity paymonts. 

(c) No individu:tl v~u·iable annuity contract calli ng· Io-r tl1e pay
ment o.f periodic stipuln letl payments shall bfl delivered or lssued fo1· 
delive1:y in this state unless it l.!ontains in substance the following 
provisfons or p ·ovisions whic.h in the opinion of the commissioner 
are mol'e favorab le to the holders of sucl1 oontm<:ts: 

1. A provision Lhat there. shall be a period of g-race of 30 days or 
of one month, within which :my stipulated pay111011t to the i11sm·er 
fa1ling due aftei' the firs t m:iy be made, during whic)1 period of grace 
the contrac shall continue in force . The contract may inclnde a r:; tate
tnCJ1t of the basis foi· deteri:niniJ1g the date as of. which any such 
payment received during the period of g1:ace shall be applied to pro· 
duce the values under tl1e contract arising; tiherefro m; 

2. A provision thnt, at a11y titne wit11in 3 yeara from the date of 
cleJnult, ·in making l)Criodic stipulated payments to the insurer during 
·he life oI the mmuitant and unless the cash sur1·entler valne has been 
paid, the contract may be r instated upon payment to tJ1c insurer of 
snch ovewlue payments as recruirecl by t he confract, and of all in,· 
dcbtedness to tl1 i11surer 011 the contract, including interest. The 
contract may in ·Jud a statam nt of th basis for determining the 
date as of which the amount to cover sucb Qve1·due pnyments and 
.maebtedness shall be applied to produce the values undex the contract 
arising tl1erefron1; 
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3. A p1·ov:ision specifying the options available in the event of 
default in a periodic stipulated payment. Such options ~may include 
an option to surrender the contract for a tash value as determined 
by the cont1·act, and shall includ an option to receive a paid-up 
annUii-y ii the conb:act is not surrendered for cash, the amount of 
such paid-up annuity being deterntined by applying the -value of the 
contract at the annuity tmmnencement date in a cordan e with tl1e A 
terms of the contract. W 

(d) Any individual variable annuity contract delivered or issued 
for delivery in this state shall stipulate the expense, mortality, and 
investment increment factors to be used in computing the dollar 
amount of variable benefits or other contractual payments or values 
the1·eunder, and may guarantee that expense and/01· mortality results 
shall not adversely a1fect such dollar amounts. "EXJiense," as used 
in this paragraph, may exclude some 01· all truces, as stipulated in 
the contract. In computing the dollar amount of variable benefits or 
other contractual payments or values under an individual variable 
annuity contract: 

1. The annual net investment increment assumption shall not ex
ceed 5%, except with the approval of the commissioner; 

2. To the extent that the level of benefits may be affected by mor
tality results, the mortality factor shall be determined from the 
Annuity Mortality Table for 1949, Ultimate, or any modification of 
that table not having a higher mortality rate at any age. 

(e) The reserve liability for variable ann_uities shall be established 
pursuant to the l'equirernents of section 206.201, Wis. Stats., in 
accordance with actuarial procedLn'es that ·ecognize the variable na
ture of the benefits provided. 

(7) REQUIRED REPORTS. (a) Any company issuing individual vari
able contracts providing benefits in variable amounts shall mail to 
the contractholder at least once in each contract year after the first 
at his last address known to the company, a statement or statements 
reporting the investments held in the separate account and, in the 
case of contracts under which payments have not yet commenced, a 
statement reporting as of a date not more than 4 months previous 
to the date of mailing: , 

1. The number of accumulation units credited to such contracts 
and the dollar value of a unit, or 

2. The value of the contractholder's account. 
(b) The company shall submit annually to the comm1ss1oner a 

statement of the business of its separate account(s) in such form as 
required by the annual statement form designated as Life and Acci
dent and Health-Separate Account Business (22-46). (See Wis. 
Adm. Code section Ins 7.01 (5) (e) ). 

(8) FOREIGN COMPANIES. If the law or regulation in the place of 
domicile of a foreign company provides a degree of protection to the 
policyl1olders and the public which is substantially equal to that pro
vided by this rule, the commissioner, to the extent deemed appropriate 
by him in his discretion, may consider compliance with such law or 
regulation as compliance with. this rule. 
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(9) EXAMINATION OF AGENTS AND OTHER PERSONS. (a) 1. No agent 
shall be eligible to sell or offer for sale a contract on a variable basis 
unless prior to making any soliciation or sale of such a contract, he 
also be licensed as a variable contract agent, 

2. Any agent who participates only in the sale or offering for sale 
of variable contracts that are not registered under the Federal 
Securities Act of 1933, as amended, need not be licensed as a variable 
contract agent. 

(b) Any agent applying for a license as a variable contract agent 
shall do so by filing with the commissioner: 

1. Request for Agent Qualification Examination, Notice to Report 
for Examination, Notice of Examination Grades (11-4, 11-4A, and 
ll-4B). (See Wis. Adm, Code section Ins 7.01 (4) (m)). 

2, Application for Resident Insurance Agent License (11-1). (See 
Wis. Adm. Code section Ins 7.01 (4) (c) ). 

3. Resident Insurance Agent License (11-2). (See Wis. Adm. Code 
section Ins 7.01 (4) (d) ). 

(c) The licensing as a variable contract agent of any agent com
plying with paragraph (b) of this subsection shall not become effec
tive until such agent shall ihave satisfactorily passed a written ex
amination upon securities and variable contracts. Such examination 
shall be divided into 2 parts. Part I shall be on securities generally. 
Part II shall deal with variable contracts, and shall be composed of 
at least 15 questions, but not more than 50 questions, concerning the 
history, purpose, regulation, and sale of contracts on a variable basis. 

( d) The examination will be given in such places and at such times 
as the commissioner shall from time to time designate. Upon applica
tion for license as a variable contract agent, the applicant shall be 
notified of the date of the next examination. 

(e) Any applicant for license as a variable contract agent shall 
not be required to take part I of the NAIC examination if, at the 
time of application, evidence is presented that the applicant 

1. Has previously passed a satisfactory alternative examination as 
defined in subsection (2) (d) of this rule or 

2. Is currently registered with the federal Securities and Exchange 
Commission as a broker-dealer, or is currently associated with a 
broker-dealer and has met qualification requirements with respect 
to such association. 

(f) Every applicant applying for license as a variable contract 
agent shall satisfactorily complete part II of the examination re
quired by paragraph (c) of this subsection, with a grade of at least 
70%, or shall present evidence of successful completion, prior to July 
1, 1968, of either a variable contract examination given under the 
supervision of an insurance department of any state 01· territory of 
the United States which has adopted part II of the examination 
recommended for the testing of variable contract agents by the Na
tional Association of Insurance Commissioners or has been examined 
and licensed by any such department prior to its adoption of the 
National Association of Insurance Commissioners model regulation 
approved by that association at its June, 1968, meeting. 

(g) 1. Any applicant who fails to pass part I of the examination 
required by paragraph (c) of this subsection may not take Part I 
of the examination again until 30 days after initially taking it. After 
a second such failure, such applicant may not take the examination 
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again until 60 days after taking the second examination. After a third 
and any subsequent such failure, such applicant may not take the 
examination again until 90 days after the third and any subsequent 
examinations. 

2. Any appUeant failing to pass part II of the examination may 
take part II again 20 days after the first and any subsequent 
examinations. 

(h) Every request to take a variable contract examination (see 
subsection (9) (b) 1. of this rule) shall be accompanied by an ex
amination fee of $5. A fee of $5 will be charged for each re
examination administered to an applicant. 

(i). Report of the results of any examination given pursuant to 
this rule shall be made on Notice of Examination Grades form 11-4B. 
(See Wis. Adm. Code section Ins 7.01 (4) (m) ). Notice will also be 
given to the Securities and Exchange Commission on forms supplied. 

(j) Except as modified by this rule, the rules of the commissioner 
of insurance governing the licensing of life insurance agents, includ
ing examinations therefor, shall apply to subsection (9). 

(k) Part I of the written examination provided for in paragraph 
(c) of this subsection shall also be administered to other persons 
who are not required to be licensed to sell life insurance in this state 
upon their submission of the forms required in subsection (9) (b) 
1. of this rule and payment of the examination fee. 

(1) 1. Results of the examination administered pursuant to para
graph (c) of this subsection will be reported by the commissioner to 
the applicant's company. In addition, examination results will be 
reported by the commissioner to any other state insurance department 
requesting confirmation of the examination grade, either upon request 
of such department or upon request of the applicant or his company. 

2. A charge of $1 shall be made for the second and each subsequent 
report of examination results. 

(m) Records of the examination grade of each applicant upon an 
examination administered by the office of the commissioner of insur
ance, or upon an examination deemed to be a satisfactory alternative 
examination and administered by another agency or authority and 
reported to the commissioner, will be retained in the file pertaining 
to said applicant. 

(n) Any person licensed in this state as a variable contract agent 
shall immediately report to the commissioner: 

1. Any suspension or revocation of his variable contract agent's 
license or life insurance agent's license in any other state or te1·ri· 
tory of the United States, 

2. The imposition of any disciplinary sanction (including suspen· 
sion or expulsion from membership, suspension or revocation of or 
denial of l'egistration) imposed upon him by any national securities 
exchange, 01· national securities association, or any federal, state, or 
territo1·ial agency with jurisdiction over secu1·ities or contracts on a 
variable. basis, 

a. Any judgment or injunction entered against him on the basis 
of conduct deemed to have involved fraud, deceit, misrepresentation, 
or violation of any insurance or securities law or regulation. 

(o) The commissioner may reject any application or suspend or 
revoke or refuse to renew any variable conti·act agent's license upon 
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any ground that would ba:r such applicant or such agent from being 
licensed to sell life insumnce contracts in this state. The rules gov
eming any p1·oceedlng relating to the suspension or revocation of a 
life insurnnce age11t's license shall also govern any proceeding fo1· 
suspension or revocation of a variable contract agent's license. 

(p) Renewal of a variable contract agent's license shall follow the 
same procedure established for renewal of an agent's license to sell 
life insurance contracts in this state. 

Nole• Cop·Je9 o'f t)'le SecLLrltlea Act of 1933, May 27, 1933, '~ Slat. H, 
Pub. r ... 22. Qll. 38. Title 15, U.S.C., as amend ed; Se(lt!on 16 {b ) (8) Securi· 
tics E:icchani>e Act or 1034., as amended Augual 20, 19111, Pub. L. 88-467, 
sec. 11, 7S S lat r,70, 15 U.I:;, ., sec. 780 (8) and the Lnv i; Lmcn l Coinpu.Jly 
Act or 1940. Au g ust ~2 . l 040, T>uu. L. 7b8, c h. 686, Til le 1G, lJ .S. c .• as 
amendell, uro. e.vnllable fo r luspecllon al tit' Ol!lce of tlJ.c Commission r• 
ot C11su ra.uce, or the enactments may i}C proctu·ed ror !)e rsona.J use from 
lh a U. a GOvernme 1l l I rinllng Olllce, Washi11glo11, I)_ C. 

Cocpl es. ot Lhe Annuity Mort<llity Tab le fo r 194 9, ()Hlmate aTe avll.llab le 
for Inspection al the onke o( the commissioner or l11:;~"·auce, the secre
Lat·y or slate and ~he 1·evlsor of stntul s, and may lle proctlred for per
son1~l use from th e SocteLy of A.clu.arles, 208 Soutb La Su.lie Street, 
Chico.go, rtlln ols 6060 •1. 

The examine.lion given to meet the requirements of subsection (9) (c) 
wlll be based upon the examination recommended for testing of vari
able contract agents by the National Association of Insurance Com
missioners in Its present form or as It may be amended. 

Hbtory1 Cr. Register, October, 1968, No. 164, el'f. 11-1-68. 

Ins 2.14 Sale of life insurance policies; disclosure requirements and 
deceptive practices. (1) PURPOSE. The interests of prospective pur
chasers of life insurance must be safeguarded by prnviding such per
sons with clear and unambiguous statements., explanations and written 
proposals concer11ing the life insurance co1ihacts offered to them. This 
purpose can best be achieved by requiring disclosure of certain infor
mation and defining those acts or practices which are deceptive or 
misleading or misrepresent the terms of the contract or in some other 
way are contrary to Wisconsin statutes. This rule interprets and 
implements, includhlg but not limited to the following Wisconsin stat
utes: Sections 201.53 (1) and (13), 206.41 (10} (a) 7. and 8., 206.51, 
207.04 (1) (a) and (f}, and 601.01 (3) (b). 

(2) SCOPE. This rule sho.11 apply to any solicitation, negotiation, or 
procurement of any insurance specified in section 201.04 (3), Wis. 
Stats., occurring within this state. This rule shall apply to fraternal 
benefit societies and the State Life Insui-ance Fund. This rule shall 
not apply to solicitations that constitute a11 invitation t o inquire about 
an i11su1·m1ce product and which solicitations ru.·e not, in themselves, 
a soUcitation of 1.nsurance. Subsection (3) (c} of this rule shall not 
apply to credit life insurance nor to gi·oup life insunnce. 

(3) DISCLOSURE REQUIREMENTS. In connection with the selling of 
life insurance the agent or insurer shall in every case to which this 
rule applies: 

(a) Inform the prospective purchaser that he is acting as an 
insurance agent. 

(b) Inform the prospective purchaser of the name of the insurance 
company for which he is a licensed agent. 

(c) Provide to the prospective purchaser prior to or with the deliv
ery of a contract, a dated, wi-itten proposal describing the significant 
elements of the contract including but not limited to: 

1. The name and signature of the insurance agent, or the name of 
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the employee of the insurer if no agent is involved, who assumes 
responsibility for the proposal. 

2. The name of the company in which the life insurance is to be 
wi·it;ten. 

3. 'J.'he name of the .policy or contract and any supplemental riders. 
4. Except for such combinations as are autho1·ized by Wis. Adm. • 

Code section ills 2.05, the premiums for the life insurance shown 
separately from the p1·crniums for each additional or supplemental 
banefit provided in the contract. 

5. The fa ·e amount of the life insu1'a11ce shown sepa1·ately from 
the an1oui1ts of coverage shown f01· any additional or supplemental 
benefit provided in the contract. 

6. All matters pertaining to life insurance set forth separately from 
any matter not pertaining to life insurance. 

(4) DECEPTIVE PRACTICES DEFINED. The following are defined to be 
prohibited unfair practices or deceptive acts in the selling of the 
insurance described in subsection (2) above: 

(a) The making of any misrepresentation or false, deceptive or mis
leading statement. 

(b) The use of terms such as financial planner, investment adviser, 
financial consultant or financial counselling to imply that the insur
ance agent is generally engag·ed in advisory business in which com
pensation is unrelated to sales unless such is actually the case. 

(c) The use of compaTisons or analogies or the man'ipulation of 
amounts and numbers in suc h a way as to misl·ead the pi·ospectlve 
purchaser conce.rnlng the cost of the insurance protection to be pro
vided by the insurance contrnct o~· any other ignificant aspect of 
the contract. 

(cl) The 1·e-ference to an insiwance premium as a deposit, an invest
.ment, a savings 01· t he use of other phrases of similar import when 
referring to t'ln i11sru·ance pl'emlum. 

(e) In respect to pa.rticipatb1g policies, the description of the J?Ol
icy dividend ns othe1· than a l·e:fm1d or l·eturn of part of the pre.mforn 
paid, which is not guaranteed a1id which ls d termined by the .invest
men t eai'Dings, mo1·t:llity experience and expense experience of the 
company. 

(f) The making by the agent or insurer of any misleading state
ment concerning: 

1. The cash sunender values and nonforfeiture benefits. 
2. TJ1e source of the inc1'ease in cash surrender value, includ.ing the 

period of time to which. such inc1·0ase is ·elated. 
3. The valuation interest rate used. to establish the reserve value 

of the contract 01· the relationship of such rate to the determination 
of cash surrender values. 

(g) Recommending to a p:rospe •tive purchase1• the purchase or 
replacement of any life insurance policy or annuity contract without 
l'easonable grounds to believe that the r cominendation is not unsuit. 
able for the ap.plicant on the basis of information furnished by such 
person after reasonable inquh·y as may be necessary under the cir
cumstances concerning the pros1Jective buyers insurance and annuity 
needs and means. 

(5) EFFECTIVE DATE. This rule shall apply to all solicitation of life 
insurance on or after June 1, 1972. 
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(6) PFJNALTY. Violations of this rule shall subject the insurance 
company or agent to section 601.64, Wis. Stats. 

(7) S.tnPARA1m,rT"l. If any provision of this rule shall be held invalid 
the remainder of the rule shall not be affected thereby. 

Hlstory1 Cr. Register, March, 1972, No. 195, eff. 4-1-72. 

Ins 2.15 Life in ura11ce surrendru: value comparison index. (1) 
PtlRPOSE. 'fho interests of pJ;oepective pUl'chasel'S . o:f life insurance 
can be safeguarded by providing such persons with an i.ndex of the 
SUJ,'l'ende~· valu,c of the policy prepared on a basis suitable for com
par.ison with simllar pfans of insurance. 1t is in the public u1terest 
to develop such a surre11der value bidex so that price competition ln 
the li.fe insurance mal'ket is encouraged and stimulated. '!'his rule 
htterprets aud implements, including but not limited to the :following 
Wisconsin statutes: sections 201.G3 (13), 200.41 (10) (a) 7. and 8., 
206.51, 207.04 (1) (a) and (f), and 601.01 (3), (b), (c), (g) and (j). 

(2) SCOPE, (a) Except as provided in paragraph (b) this rule 
shall apply to any solicitation, negotiation, or procurement of life 
insurance occurring within this state. 

(b) This rule shall not apply to: 
1. Annuities, 
2. Credit life insurance, 
8. Franchise life insurance, 
4. Group life insurance, 
5. Term life insurance, 
6. Plans of life insurance with benefits which vary by policy dura

tion including but not limited to such plans as retirement income and 
va1·iab.le ll.fe insurance, 

7. Benefits which are s11pplemenbl.l to basic life ins1.lrance benefits 
such as accJdental death a11d dismemb0l'ment, waiver of premium, or 
guaranteed insu1·ability her1efits (ii' the cost of any of these benefits 
a.re included in the p1•ice of the basic life insurance without separate 
'dentifiable charge, then in calculating the life insmance surrender 
value comparison index a reasonable adjustment in the annllal pre
miun1 payable 011 a pe1· $1,000 basis mn.y be made), 

8. Benefits pu."Cchased by a special option applicable to dividends, 
9. Life insurance policies wherein the face amount of insurance 

is $5,000 or less, 
10. Life insurance on substandard risks, 
(3) LIFE INSURANCE SURRl:JNDER VALUE OOMl'AruSON lNOElX DEFINEO, 

(a) The Life Insurance Surrender Value Comparison Index for level 
premium plans of illsurance shall be calculated by applying the 
following steps : 

1. Select the 10 year or 20 year period over which the analysis is 
. to be made. 

2. Determine the cash value (and terminal dividend, if any) avail
able at the end of the period selected. 

3. For participating policies, accumulate the annual dividends at 
4% interest compounded annually to the end of the period selected 
and add this accumulation to the result of step 2. 

4. Divide the results of step 3 (step 2 for non-participating pol
icies) by an interest factor that converts it into a level annual amount 
accruing over the period selected in step 1. If the period is 10 years, 
this factor is 12.486 and if the period is 20 years, the factor is 
30.969. 

Register, January, 1973, No. 205 



34 WISCONSIN ADMINISTRATIVE CODE 

5. Subtract the result of step 4 from the annual premium payable. 
6. Divide the result of step 5 by the number of thousands of the 

amount of insurance to arrive at the life insurance surrender value 
comparison index. 

(b) The Life Insurance Surrender Value Comparison Index for 
plans of insurance with premiums which are not level shall be calcu
lated as follows: 

1. Select the 10 year or 20 year period over which the analysis is 
to be made. 

2. Determine the cash value (and terminal dividend, if any) avail
able at the end of the period selected. 

3. For participating policies, accumulate the annual divideds at 4% 
interest compounded a nnua lly to the end of the period selected and 
add thls accumula t ion to the result of step 2. 

4. Div ide the result of step 3 (step 2 fo1· non-participating policies) 
by an inter est faotoi: that converts it int o a level annual amount 
accruing over the period selected in step 1. If the period is 10 years, 
this factor is 12.486 and if the period is 20 years, the factor is 
30.969. 

5. Subtract the result of step 4 from the equivalent level premium 
determined by accumulating the annual prem:um payable at 4% 
interest compounded annually to the end of the period in step 1 and 
divid:ng the result by the factor stated in step 4. 

6. Divide the result of step 5 by the number of thousands of the 
amount of insurance to a r rive at the life insurance surrender value 
comparison index. 

(4) DISCLOSURE REQUIREMENTS. In connection with the selling of 
life insurance to which this rule applies the agent or insurer shall 
furnish, upon request of a sales prospect and in all cases prior to 
or with the delivery of the contract, the Life Insurance Surrender 
Value Compar ison Index, or a similar index prepared by a method 
approved by the commissioner which makes allowance for the inci
dence of payments and the value of money at 4% interest com
poun led a1111ually, calculated for both a 10 year and a 20 yea r period. 
The ·index Heed not be provided for a per iod which rurte.nds beyond 
the end of the premium payment period f ol' the plan. 

(5) EFFECTIVE DATE. This rule shall become effective January 1, 
1973. 

(6) PENALTY. Violations of this rule shall subject the insurer or 
agent to section 601.64, Wis. Stats. 

otc • The L i.Ce Jnsu r·o.noo Su rrentlllr a. lu e ompa rl s on rndf'x musl be 
\r sed wtU1 1•au lloa. On ly .!ilYnil«I' p lt•ns ol' lrnrnran ee sliou ld be om pared. 
M\ t •h r ·s ,..ar ' h r ·ma :n s LO be cl o ne lo d evelop co mpariso n Ind ices w hich 
may b 1~p11rop!'l a L • I~' used l o ~0111po.J · Lhe val11es o.~ benefl l s aud con
t rn • .::hi In r latlon t (l Lhll p.rem iu1 ns ch ai·~cul for Lhe llO ! lcy w hen Lhe 
lntE11L i8 tloai the l.l!e Insurance be I< 1 L In f o1·ce a nd n ot BlHr >n dored .. 

Any d lvldond \Hl'l(J In co. lr u lnll rlg t h e r.r:re Jn au ranee Su rre nd er V alue 
nrn ]ll.•rlao 11 r11 dex: s ha ll , purBu!l.Dt t o secti on 20 6.51 (2), W is. S la ts., be 

bas d 011 lb11 c 11 rront d lv ld 11d scale 111 aclual u se by t h lns ure l'. In 
r espect to p a rti c ipating poll ciea, cai·e mus t lle t nlc e n o aecura tel y 
nes rl l n Lhe P,<> l lry d lv ltl .ind as a. l'eftrnd o r return of part ot t he pre
mium .p(l.111 wh l<, h Is n ol p; 1J 1..1·u.n teed an d whl oh Is determi ned h y U1e 
l!) vc>stm en t earn in g s , morta lity e xpe r leni:rn. a 'l'l.d expense exp e r ience 0 1.' 
lhe l111>11 rer. 

It Is r1o l L11 e Inten t of U11s r ul e to prohiblt preparation of a life tn
su 1•ant1 !!11rre11 cl e r v1\ l i.Je cnm parl$On Index a t other Inte rest rates If It 
is ual'd on ly In case11 WhPr el n l h 'l comparison Index for other policies 
is p r epared on extidly t h e s am e basis, 

History: Cr. R egister, September, 1972, No. 201, e!'t. 1-1-73. 
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