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- ROGER BRESKE

Capitol Address:
State Capitol
P.O. Box 7882

Madison, W1 53707-7882 X3

(608) 266-2509

Legislative Hotline:

1 (800) 362-9472

IIL.

III.

IV.

. STATE SENATOR

57 s

4 S o o Ry 12th District Home Address:
L © 8800 Hwy. 29
Qv ; =) Eland, W1 54427
. & . . B 4 (715) 454-6575
S 5 '
COMMITTEE NG/AGENDA
THE CAPITOL — ROOM 201SE

January 4, 2000

CALL TO ORDER

“The hour of 10AM having arrived, I will call this meeting of the Senate
Insurance, Tourism, Transportation and Corrections Committee to order. The
clerk will take the role.”

ASSEMBLY BILL 444
“The first bill up today is AB444, legislation initiated by the Law Revision
Committee.”

A\r\ amerdmend  he, Leen Aistvs buded
No one registered to speak on this bill. Does Legislative Council have any
comments on the bill?

The bill was unanimously approved by the Assembly Committee on Tj ransportation
and passed on a voice vote by the full Assembly.

SENATE BILL 257 :
We're going to take SB257 out of order at this time. 3
“This legislation relates to minimum standards for life insurance policies in which L o X
the proceeds are assigned to funeral directors or funeral establishments.” \pé v

ASSEMBLY BILL 482 —

“Relating to: specific information signs advertising seasonal food service.”

- ASSEMBLY BILL 551

“This legislation is a comprehensive, technical bill initiated by OCI. I'd like to
ask Eileen Mallow to give the committee a brief overview of the bill on behalf of
the Commissioner.”

Hos ;
The bill was passed the Assembly Insurance Committee unanim?,u;@z and the full
. . e _Sel o/l
Assembly on a voice vote. I have received a request from a Committee member Jor
a one week delay. 1 will honor this request, but will either paper ballot the bill
after one week or schedule for our next Executive Session on January 19.

\'} . Recycled paper



V1. SENATE BILL 292
Relating to: prisoner reimbursement to county for booking costs.

I have introduced an amendment to SB292, a copy of which has been cifculated to
members. - ‘

VII. SENATE BILL 300
Relating to low-speed vehicles, granting rule-making authority and providing a

penalty.

I will now close the public hearing portion of this hearing; And will now call the
Committee to order for an Executive Session.

The clerk will take the roll.
e amendnment +o

The Chair would entertain a motion to adopt AB444 — The Law Revision Committee
Bill »

Glerlan nohom to adopk ABU(Y s amended.

The Chair would entertain a motion to adopt AB482 — The Specific Sign Bill

The Chair would entertain a motion to adopt the amendment to SB292 — Booking costs
for prisoners bill. ‘

- The Chair would entertain a motion to adopt SB292 as amended.
The Chair would entertain a motion’to adopt SB300 — The low speed vehicle bill.

I will now close the Executive Session. The Committee stands adjourned.
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o

‘Marumental

THE QUALITY LIFE COMPANY * MONUMENTAL LIFE INSURANCE CO.

2 East Chase Street
Baitimore, Maryland 21202
Telephone: (410) 685-2000

January 4, 2000

Senate Committe¢ on Insurance, Tourism, Transportation and Corrections
P.O. Box 7882 ‘
Madison, Wisconsin 53707-7882

Senator Roger Breske, Chair
Senator Richard Grobschmidt
Senator Jim Baumgart
Senator Dale Schultz

Senator Alan Lasee

Senator Kevin Shibilski
Senator David Zien

RE: SB 257 — Multi-Pay Insurance Legislaﬁon (Companion to AB 538)
Dear Honorable Committee Members:

On behalf of Monumental Life Insurance Company (Monumental), I urge you to
vote in favor of SB 257 at tomorrow’s Senate Hearing. Monumental is licensed to
conduct insurance business in Wisconsin. Monumental primarily offers pre-need
insurance to Wisconsin consumers. Pre-need insurance s life insurance which funds a
pre-arranged funeral.

Existing laws in Wisconsin impose restrictions on insurers like Monumental
‘which offer multi-pay life insurance products to fund a pre-arranged funeral. Insurers
which sell life insurance policies which do not fund a prearranged funeral, however, do
not face the same restrictions. The result is that Monumental is barred from selling multi-
pay products on a guaranteed issue basis, which means that only the healthiest of
Wisconsin consumers are eligible to apply for life insurance from Monumental. Insurers
which sell life insurance which does not fund a prearranged funersal are permitted to sell
to a wider pool of applicants, which includes applicants who are in less than perfect
health. '

SB 257 will level the playing field between insurers whi
insurance products to fund a pre-arranged funeral and those

offer multi-pay
ich offer multi-pay

— MemberAEGON Insurance Group —



. JAN B4 @B 17:14 FR M L EXECUTIVE 418 576 4554 TO 916082670309 P.B83-83

insurance products which do not involve the funding of a prearranged funeral contract.
By leveling the playing field, SB 257 will promote more choices for the insurance-buying
Wisconsin consumer. SB 257 will also promote greater competition between insurers
which conduct business in Wisconsin.

Please contact me at (410) 576-4583 if you have any questions relating to _
Monumental or SB 257. Thank you for your consideration of this important legisiation.

mps

%k TOTAL PAGE.@3 x
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Monumental Agency Group
2 East Chase Street
Baltimore, Maryland 21202
Telephone: (410) 685-2900
‘Telecopier: (410) 576-4554

No. Of Pages: 3 ,  Date: J anuary 4,:2000
(Including this sheet)

Deliver To:
Senator Roger Breske | (666) 267-0309

/o Beth tof
From: Telephone No.;
Michael Shaw (410) 576-4583
Comments/Message:

Beth — Thank you for offering to copy the attached letter and distribute it to each of the
Senators on the Committee on Insurance, Tourism, Transportation and Corrections.

IF ALL THE PAGES ARE NOT RECEIVED PLEASE CALL AS SOON AS
POSSIBLE. ASK FOR DESIRENA FARMER AT EXT. 2054.

Confidentiality Notice: ‘This facsimile page and its attachments are confidential and is intended only for usc
by those individuals to whom it is addressed. If you arc not the intended addressee or agent responsible for
delivering the message to the intended addressee, you are hereby notified that reading, disseminating,
distributing, and/or copying of this communication is unauthorized and prohibited. If you have received
this communication in error, pleasc notify us immediately by telephone. Thank you.

L\shel\Maxmag.doc



§i . State. of HWisconsin‘u./ _OFFICE OF THE COMMISSIONER OF INSURANCE ..

Tommy G. Thompson 121 East Wilson Street o P.O. Box 7873

- Govemor : Madison, Wisconsin 53707-7873
i i Phone: (608) 266-3585 » Fax: (608) 266-99

Connie L. O'Connell (608) * Pax: (608) 35

6 L. E-Mail: information@oci.state.wi.us
Commissioner

Testimony to the | |
Senate Insurance, Tourism, Transportation and Corrections Committee
on SB 257
January 5, 2000

By Eileen Mallow {
Office of the Commissioner of Insurance

Chairman Breske and members of the committee, thank you for this
opportunity to testify for informational purposes on SB 257 related to the
regulation of preneed insurance policies. | am Eileen Mallow, Assistant
Deputy Commissioner of Insurance.

SB 257 would eliminate the Office of Commissioner of Insurance’s (OCI)
authority to establish minimum standards for benefits and compensation
arrangements for preneed policies.

Under current law, OCl is required to establish these standards and did so
in ch. INS 23, Wis. Adm. Code. A requirement to establish minimum
benefit standards is somewhat unique given Wisconsin's general approach
to insurance regulation. This requirement may be best viewed in its
historical context. Until the 1980’s, the Wisconsin Insurance Code
prohibited insurance contracts sold for funeral home purposes. At that
time, an Attorney General's opinion opened the door to sales of preneed
policies under certain circumstances. In the early 1990’s, insurance
companies started to enter into arrangements with funeral directors to sell
life insurance policies with a preneed contract.

The Legislature stepped in to establish a regulatory structure for the sale of
these products by adopting 1995 WI Act 295. In this legislation, OC| was
directed to establish criteria for minimum benefit standards and
compensation arrangements as well as other consumer protections.

http://badger.state.wi.us/agencies/oci/oci_home.htm -



The original prohibition on these sales, and the subsequent statute
requiring minimum benefit standards, is unusual given Wisconsin’s general
insurance regulatory approach favoring a strong, competitive market as the
means to provide consumer protection. Both the characteristics of the
product sold, and the target audience, are the reasons for the variance from
the typlca| state regulatory approach

We have been asked why pre-need polncnes should be regulated dlfferently

than other life insurance policies. The link between the life insurance policy
and the pre-arranged funeral products creates potential conflicts between
what is best for the consumer and the interests of the funeral home and
insurer, which lead to the different requirements for this product in relation
to other life insurance products. Without the relationship at the point of
sale, the same pressure_to buy does not exist, creating a different
environment for the consumer. In addition, OCI’s past experience with the
marketing of insurance products sold to fund funeral policies has resulted in
enforcement actions against the agents and the companies. In these
actions, insurance products were sold where in many cases individuals

buying the policies did not even know they were purchasmg life insurance
policies.

The average age of individuals buying preneed products is the low to mid
70’s. The elderly are more susceptible to high-pressure sales tactics.
Senior citizens who often live alone and may have problems with

loneliness, have become a lucrative and vulnerable target for unscrupulous
individuals.

As required by statute and in‘response to these consumer protection - - -+ e

concerns, OCI| promulgated INS 23. Under the minimum benefit standards
in the rule, the average person buying this product, after adjusting for
inflation, would not pay more in premiums than they would receive in death
benefit. In other words, a person of average life expectancy will receive a
death benefit not less than the premiums paid, after a modest inflation
adjustment. The intent of this regulation is to deal with life insurance
issued at older ages to fund preneed funeral arrangements. The
necessarily high mortality charges and combined with expense loadings
and required profits could produce a high premium to the consumer for the
coverage provided. Unless the policyholder dies within a small window in
time, the total premium could be more than the ultimate benefit. The



minimum benefit requirements currently contained in the rule attempts to
prevent an unfair result to the consumer.

However, some of the concerns we have heard regarding the rule
demonstrate that it is necessary to clarify the requirements under the rule.
Several insurers indicated that ch. INS 23 requires issuance of a policy that

=+ "does hot qualify for favorable treatment-under the Internal‘Revenue Code

definition of life insurance. This concern appears to arise from the belief
that the rule requires guaranteed graduated death benefits. Although the
office originally proposed a provision in the rule that would have required
increasing death benefits, this was removed from the rule prior to

~ promulgation in response to concerns from the industry. The rule, as it now
stands, does not require guaranteed graduated death benefits.

As you may know, after a series of meetings with industry representatives, -
OCl released a draft of proposed changes to Ins 23 this week. The
proposed changes would permit multi-pay policies and establish minimum
guidelines for multi-pay policies. It also sets graduated death benefit
policies and new consumer disclosure provisions.

The statute requires a minimum benefit standard. The current rule
established a benefit standard designed to provide appropriate consumer
protections. Representatives of the industry have expressed concern that

the rule is onerous. We believe the proposed changes address industry
concerns within the statutory framework.

We look forward to continuing these discussions and will be meeting with

" “interested legislators and representatives of the funeral-industry to discuss -

specific suggestions in the near future. | would be happy to answer any
questions you may have.
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February 16, 2000
Members of the Senate Committee on Insurance:

The Funeral Service Alliance of Wisconsin (FSA) and the Wisconsin Funeral Directors
Association (WFDA) would like to ask for your support of Senate Bill 257 and the
Senate Substitute Amendment to SB 257. SB 257 improves that ability of consumers to
purchase life insurance to pay for future funeral expenses. This bill allows consumers the
ability to purchase a pre-need policy in installments like any other insurance.

Consumer protections in the current law are all retained.

The language in the Substitute Amendment has been endorsed by both funeral director
associations and the Pre-need Insurance Coalition.

The members of the Funeral Service Alliance of Wisconsin and the Wisconsin Funeral

Directors Association are hopeful that you will choose to support this legislation and the
Substitute Amendment.

. A M ,4/7
Ken Schmidt, President N Terry Schwariz, President
Funeral Service Alliance of WI Wisconsin Funeral Directors Assoc.
Patrick Essie : Tom Hal}son ’
Funeral Service Alliance of WI Wisconsin Funeral Directors Assoc.
608-256-7701 608-256-5299
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