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Kahler, Pam

From: ‘, Wieske, JP - OCl <JP.Wieske@wisconsin.gov>

Sent: ; Tuesday, April 28, 2015 5:47 PM

To: ; Kahler, Pam

Cc: 1, Kovach, Robert; Bowers, Jim; Peterson, Roger A - OCl; Lasee, Frank G.
Subject: OCI Technical Bill

Attachments: 2015 DRAFT OCI TECHNICAL CHANGES (final draft).docx; TECHNICAL BILL 2015
; additions.docx; OCI Technical Bill One Pager.pdf

Pam

Attached is a draft of the OCI technical bill. | believe Sen. Lasee and Rep. Peterson have agreed to be the sponsors of the
bill. |

The additional language attached in the separate document is already in the technical bill, but reflect some changes.
We'll have to talk to the authors about (basically it deletes a first class mailing requirement and tweaks some agent
licensing language to reflect the passage of the federal agent licensing bill NARB2). | believe there will be one other
change relating to the confidentiality of the information from principal based reserving section.

Most of this is pretty technical, I've attached a quick summary to give you some idea of what the bill entails.

With their permission, we’d love to set up some time to work with you directly on getting the language into the proper
form, and ready for introduction. We’d like to at least start moving before you are deluged with other drafting jobs.

Thanks

P

J.P. Wieske, FLMI

Legislative Liaison & Public Information Officer
Office of the Commissioner of Insurance
ip.wieske@wisconsin.gov

(608) 266-2493 |
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OCI Technical Bill One Pager
. 1. Passive review of Patient Compensation Fund Rates
' Currently OCI issues the fund rate rule on an emergency basis with the
maximum number of extensions because of timing issues. The permanent
rule is typically issued after the new rates are proposed. OCI is proposing
a passive process which will allow us to issue rates on a timely basis, and”
: preserve the legislature’s right to object to the rule.
* 2. Mental health managed care organizations
; DHS is looking to issue family care contracts to cover mental health
; issues, and this is the change in our statute that is required. If family care
changes pass, this section will also sunset.
-3, Report deletion
The bill deletes reports on agent commlssmns product liability,
commercial liability, and rescissions
4 International Association of Insurance Supervisors
Several Wisconsin companies have an international presence, and we
share information with international regulators. This allows to shar
information with the association, just like we already share with the
domestic organization, the National Association of Insurance
: Commissioners.
5. Incidental business -
OCI rules and practice limit an insurer’s ability to mix non-insurance
: business which is increasingly important in the post-crash era. This
clariﬁés most non-insurance business must be done in a subsidiary
i 6. Stock company informal meeting changes
: Statutes were changes several years ago to allow some meetmgs to take
: place by electronic means. These changes clarify those that stock
P companies may also use the same procedures.
7 ' Town Mutual Changes (their requests)

a, Change “manage” to “direct” — reflects actual board practice .
b. Delete statutory requirements on financial reporting — the town mutual is
still required to detail financial status, it just isn’t specified in statute.

c. Deleting their ability to write reinsurance —no town mutual writes
reinsurance, and town mutuals are not generally large enough anyway.

: d. Coverage outside county — Town mutuals cover farms that cross county

: lines but may not be allowed to provide coverage on property outside their

P county. This clarifies that if a farmer locates an item temporarily outside

the service area, it is eligible for coverage.

: e. Reinsurance (purchase) and loss adjustment — makes it easier for town

mutual to secure reinsurance on their risks.

,x £ Investments — allows OCI to write permanent rather than temporary

orders. This allows us to avoid crafting one-size-fits all rules. Maintains -

: their ability to challenge any restrictions.

- 8. Pnnmple Based Reserving (PBR)
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This long section implements the NAIC PBR model. It changes the way

life insurance reserves are calculated from a formula to an actuarial

z analysis that reflects risk.

1 9. IRMA — Netting

: a. This section deals with financial contracts. Specifically, it requires the
contracts to “net out” during bankruptcy. Under current law in a
bankruptcy situation, these contracts typically expire before they can be
considered.

i
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TECHNICAL BILL
CHAPTER 628 STATUTORY UPDATES

Secti01%1 --. 628.07 of the statutes is amended to read:

628.07; Licensing of nonresidents. The commissioner say shall waive the
examination requirement ef-an-examination for a nonresident applicant under s.

628.04 if thejurisdietion-of the applicant's home or resident state has issued a
licensé having equivalent qualifications and if that license is in good standing at

the time of application. residenee-hasimpeosed-upon-the-applicantrequirements

Sectioh -~. 628.10(2) of the statutes is amended to read:

(2) REVOCATION, SUSPENSION, AND LIMITATION OF LICENSES.

(a) Fo;j* failure to comply with continuing education or annual training
requirements. The license of any intermediary or individual navigator who fails to
produde evidence of compliance with continuing education standards set by the
commissioner or with annual training requirements is revoked, effective on the
date oh which the evidence of compliance is due. At least 60 days before that date,

the commissioner shall notify the intermediary's intermediary or navigater's
nav1gato 1-address-thatis-onfile-with-the-eommissioner-netice-of the date by which

the evidence of compliance is due and that the intermediary's or navigator's license
will be revoked if the evidence is not received by that date. An intermediary or
navigator whose license is revoked under this paragraph may have his or her
license reinstated, or may be relicensed, as provided in sub. (5).



(am) Nonpayment of fees. The license of an intermediary or individual navigator
who faiils to pay a fee when due is revoked, effective on the date on which the fee
is due. At least 60 days before that date, the commissioner shall sead-by1st-elass
maﬂ—te notify the intermediary's-intermediary or navigator's-navigator-address-that
ﬂ—eﬁ—fﬂe—wﬁh—&re—eemﬁHSQGf}er—neﬁee-of the date by which the fee is due and that
the intermediary's or navigator's license will be revoked if timely payment is not
made. An intermediary who is a natural person, or an individual navigator, whose
license is revoked under this paragraph may have his or her license reinstated, or
may be relicensed, as provided in sub. (5).



2015 DRAFT OCI TECHNICAL CHANGES

\/SECTIpN 1. 227.01 (13) (pm) of the statues is created to read:

?27.01 (13) (pm) Relates to setting fees under s. 655.27 (3) for the injured patients and
families compensation fund or under s. 655.61 for the mediation fund.

SEC:I‘ION 2. 600.01 (1) (b) 10. b. of the statutes is amended to read:

<

600.%01 (1) (b) 10. b. The exemption under subd. 10. a. does not apply if the services offered
by the care management organization include hospital, physician or other acute health care
services other than mental health and alcohol and other drug abuse services.

bSECTIiON 2. 601.422 of the statutes is repealed.
(/SECTIbN 3. 601.425 of the statutes is repealed.
LSECTION 4. 601.428 of the statutes is repealed.
\/SECTIQN 5. 601.465 (1m) (c) 8. of the statutes is created to read:
601.;465 (1m) (c) 8. The International Association of Insurance Supervisors.
\/SECTIbN 6. 601.465 (1m) (c) 9. of the statutes is created to read

601.465 (I1m) (c) 9. An agent or employee of the International Association of Insurance
Superv1sors

\/ECTION 7. 605.21 (2) of the statutes is amended to read:

605. 21 (2) PREMIUM PAYMENT. Upon receipt of certification of premium due, the premium
shall be paid into the state treasury for the benefit of the property fund, within 6630 days after
the date of certification or the effective date of the policy, whichever is the later. Premiums for
property insured effective at a later date shall be paid within 6030 days after the effective date of
each addition. The amount of a premium in default shall be a special charge against the local -
governing unit, and be included in the next certification of state taxes and charged and collected
as other special charges are collected, with interest from the due date at a rate set by the
commissioner by rule or, in the absence of a rule, at twice the most common prime rate charged
by major banks in this state.

SECTION 8. 610.21 (1) of the statutes is amended to read:

610. 21 (1) PROHIBITION FOR DOMESTIC INSURERS. No domestic insurer may engage,
dlrectly or indirectly, in any business other than insurance and business reasonably incidental to
its insurance business, except as specifically authorized by s. 611.26 (4), 611.26 (4) as
incorporated by s. 614.24 (1), or s. 613.26 or any other provision of chs. 600 to 646;except that a



domestic insurer not restricted under s. 620.03 may engage directly in any aetivityincidental
business to the extent it is authorized to do so through a subsidiary.

SECTICN 9. 611.07 (4) of the statutes is amended to read:

611.07 (4) WAIVER OF NOTICE AND INFORMAL ACTION BY SHAREHOLDERS, POLICYHOLDERS
OR DIRECTORS. Sections 180.0704, 180.0706, 180.0821 and 180.0823 apply to stock corporations
and ss. 181.0704, 181.0706, 181.0821 and 181.0823 apply to mutuals. Section 180.0821 also
applies to a committee of the board of a stock corporation and Seetions. 181.0821 also applies to
a committee of the board of a mutual, except that in each case, references to "board" shall be
read as "committee" and references to “directors” shall mean members of the board appointed to
serve on the committee.

SECTION 10. 611.56 (5) of the statutes is amended to read:

611.56 (5) MEETINGS, QUORUM AND VOTING. SeetioaSections 180.0820, 180.0821 and
180.0824 appliesapply to a committee of the board of a stock corporation, except references to a
committee "created under s. 180.0825" in s. 180.0824 shall be read as a committee "created
under this section”. Sections 181.0820, 181.0821 and 181.0824 apply to a committee of the
board of a mutual, except that references to "board" shall be read as "committee", "majority” in s.
181.0824 (1) shall mean a majority of the members of the board appointed to serve on the
committee, and "majority” in s. 181.0824 (2) shall mean a majority of the members of the board

appointed to serve on the committee who are present at the meeting.

SECTION 11. 612.02 (2) (a) of the statutes is amended to read:
612502 (2) (a) The name of the corporation;-whieh-shall-contain-the-words"TownMutual™
SECTION 12. 612.13 (3) of the statute is amended to read:

612.5‘.13 (3) DUTIES. The board shall managedirect the business and affairs of the corporation
and shall not delegate its power or responsibility to any person except as specifically provided
otherwise in this chapter.

SECTION 13. 612.13 (4) of the statutes is amended to read:

612.13 (4) ADJUSTMENT COMMITTEE. The directors shallmay annually appoint from their
own number an adjustment committee of at least 3 persons, to adjust or supervise the adjustment
of losses under s. 612.53. If no adjustment committee is appointed, then the entire board shall act
as the adjustment committee to adjust or supervise the adjustment of losses under s. 612.53, Wis.
Stat.

SECTION 14. 612.14 of the statutes is amended to read:

612;14 Reports. Theseeretary-and-the-treasarerAn officer or person designated by an officer
of the company shall present to the annual meeting written reports showing the condition of the




town mutual on the previous December 31 and its activity during the preceding calendar year,
includiﬁg— any information required to be presented by the articles or bylaws or by the
commissioner. The reports must contain a sufficient level of information to reasonably inform
members about the financial condition of the town mutual.

>\SECTION 15. 612.14 (1) of the statutes is repealed.

| SECTION 16. 612.14 (2) of the statutes is repealed.

SECTIbN 17. 612.14 (3) of the statutes is repealed.
SECTION 18. 612.14 (4) of the statutes is repealed.

SECTION 19. 612.14 (5) of the statutes is repealed.

SECTIbN 20. 612.14 (6) of the statutes is repealed.
SECTIbN 21. 612.14 (7) of the statutes is repealed.
SECTIbN 22, 612.14 (8) of the statutes is repealed.
SECTIbN 23. 612.14 (9) of the statutes is rep;aaled.
SECTIpN 24. 612.14 (10) of the statutes is repealed.

SECTION 25. 612.14 (11) of the statutes is repealed.

L‘_§ECTIZON 26. 612.14 (12) of the statutes is repealed.

SECTIbN 27. 612.31 (4) (m) of the statutes is amended to read:
612.%31 (4) (m) Assuming reinsurance; —6); or

SECTIbN 28. 612.31 (5) of the statutes is repealed.

SECTIbN 29. 612.31 (6) of the statutes is repealed.

SECTIE)N 30. 612.32 (1) of the statutes is amended to read:

612, 32 (1) REAL PROPERTY OUTSIDE TERRITORY. Town mutuals may insure real property and
contents in villages and cities partially located in the specified territory, real property and

contents in an immediately adjoining county owned by a member-immediately-adioining and
contiguous-to-land-owned-by-the-same-member who has real property and contents insured by the

town mutual-whiehds within the specified territory, and real property and contents used
exclusn{ely by the member and his or her family for recreational purposes.




SECTIbN 31. 612.32 (2) (a) of the statutes is amended to read:

612. 32 (2) (a) Farm property. A town mutual may provide coverage for livestock while
temporarily located outside its territory and; for farm products while temporarily located, for a
period not exceeding 2 years, outside its territory and; for farm machinery and farm vehicles
while temporarily located, for a period not exceeding 6-menthsone year, outside its territory,
subject to limitations in the policy or in the articles or bylaws with respect to the distance from
the terrltory to which the property may be removed without suspension of the coverage.

SECTIQN 32. 612.32 (4) of the statutes is repealed.
SECTIbN 33. 612.33 (1) of the statutes is amended to read:

612.33 (1) PERMITTED AND PROHIBITED REINSURANCE. A town mutual may cede reinsurance
only uﬂde{—s—él%al—(é)—ef—to an insurer authorized to do business in this state under s—612.7%-o¢
ch. 611 or 618, or under arrangements which are approved in advance by the commlssmner and
which are subject to the controls the commissioner prescribes.

SECTIQN 34. 612.33 (2) (b) of the statutes is amended to read:

612.:?33 (2) (b) Nonproperty insurance. To the extent that a town mutual provides insurance
under s. 612.31 (3), it shall obtain reinsurance of at least a 90% proportional share of each risk or
it shall obtain excess of loss reinsurance with a retention in a like dollar amount with an insurer
authorized to do such business in this state, in either instance not to exceed $25,000 on each risk.
The commissioner may permit a town mutual to retain a larger percentage or excess of loss
retention if he or she finds that the interests of the members will not be endangered thereby, or
may require it to reinsure a larger percentage or obtain a lesser excess of loss retention if he or
she finds that the interests of the members make it advisable. The commissioner may by rule
require other reinsurance. ~

SECTION 35. 612.53 (1) of the statutes is amended to read:
612.;53 H—Rukes-The commissioner may promulgate rules for loss adjustment procedures.
SECTIbN 36. 612.53 (2) of the statutes is repealed.
SECTIbN 37. 612.71 of the statutes is repealed.
SECTIbN 38. 620.04 (1) of the statutes is amended to read:
620?04 (1) ADDITIONAL RESTRICTIONS. If the commissioner ﬁnds that by reason of

investment conditions generally or of the financial condition or current investment practice of an
1nd1v1dual insurer, the interests of 1nsureds creditors, or the pubhc are or may be endangered the




SECTION 39. 620.04 (1) (a) of the statutes is created to read:

620.?04 (1) (a) For insurers that are not restricted under s. 620.03, impose reasonable and
temporary restrictions upon the investments of an individual insurer, including prohibition or
divestment of a particular investment.

SECTIpN 40. 620.04 (1) (b) of the statutes is created to read:

|
620.04 (1) (b) For insurers that are subject to s. 620.03, impose reasonable restrictions upon
the investments of an individual insurer, including prohibition or divestment of a particular
investment.

SECTION 41. 623.06 (1c) of the statutes is repealed and recreated to read:

623, 06 Standard Valuation Law. (1c): Definitions. For purposes of this section:

(2) “Appomted actuary” means a qualified actuary who is appointed in accordance with the
valuation manual to prepare the actuarial opinion required in sub. (1r).

(b) {‘Deposit-type contract” means a contract that does not incorporate mortality or morbidity
risks and as may be spe01f1ed in the valuation manual.

(© “Life insurance” means contracts that incorporate mortahty risk, including annuity and
pure endowment contracts, and as may be specified in the valuation manual.

(d) “NAIC” means the National Association of Insurance Commissioners.

(e) “Principles-based valuation” means a reserve valuation that uses one or more methods or
one or more assumptions determined by the insurer and is required to comply with sub. (10) of
this section as specified in the valuation manual.

() "Qualified actuary" means an individual who is qualified to sign the applicable statement
of actuarlal opinion in accordance with the American academy of actuaries qualification
standards for actuaries signing such statements and who meets the requirements specified in the
valuation manual and any other requirements that the commissioner may by rule specify.

(g) *“Tail risk” means a risk that occurs either where the frequency of low probability events
is higher than expected under a normal probability distribution or where there are observed
events of very significant size or magnitude.

(h) “Valuauon manual” means the manual of valuation instructions adopted by the NAIC as
spec1f1ed in sub. (9) or as subsequently amended.

SECTION 42, 623.06 (1f) of the statutes is amended to read:

623.:‘06 (1f) For policies and contracts issued prior to the operative date of the valuation
manual, The the commissioner shall annually value, or cause to be valued, the reserve liabilities
(hereinafter called reserves) for all outstanding life insurance policies and annuity and pure
endowment contracts of every life i insurance company domg busmess in thlS state, e*eep%{hat—m

he Q! an an e 0 b, and
may certlfy the amount of any such reserves, spec1fy1ng the mortahty table or tables rate or rates
of interest and methods (net level premium method or other) used in the calculation of such
reserves. In calculating such reserves, the commissioner may use group methods and




approxnnate averages for fractions of a year or otherwise. In lieu of the valuation of the reserves
herein requlred of any foreign or alien company, the commissioner may accept any valuation
made, or caused to be made, by the insurance superv1sory official of any state or other
Jurlsd1ct1on when such valuation complies with the minimum standard herein provided and if the
official of such state or jurisdiction accepts as sufficient and valid for all legal purposes the
certificate of valuation of the commissioner when such certificate states the valuation to have
been made in a specified manner according to which the aggregate reserves would be at least as
large asiif they had been computed in the manner prescribed by the law of that state or
jurisdiction

SECTION 43. 623.06 (1j) of the statutes is created to read:

623, 06 (1j) For pohcles and contracts issued on or after the operative date of the valuation
manual; the commissioner shall annually value, or cause to be valued, the reserve liabilities
(heremafter called reserves) for all outstanding life insurance contracts, annuity and pure
endowment contracts, and dep031t type contracts issued on or after the operative date of the
valuation manual of every insurer doing business in this state. In lieu of the valuation of the
reserves required of a foreign or alien company, the commissioner may accept a valuation made,
or causéd to be made, by the insurance superv1sory official of any state or other jurisdiction
when the valuation complies with the minimum standard provided in this section. The
provisions set forth in subs. (9) and (10) shall apply to all policies and contracts issued on or
after thé operative date of the valuation manual.

SECTION 44. 623.06 (1m) (title) of the statutes is amended to read:

623 06 (Im) ACTUARIAL OPINION Prior to the operative date of the valuation manual:

SECTION 45. 623.06 (1r) of the statutes is created to read:

623 06 (1Ir) ACTUARIAL OPINION. Beginning with the operatwe date of the valuation
manual;,

(2) Every company with outstanding life insurance contracts or deposit- type contracts in this
State and subject to regulation by the commissioner shall submit to the commissioner the opinion
of the appointed actuary as to whether the reserves and related actuarial items held in support of
the policies and contracts are computed appropriately, are based on assumptions that satisfy
contractual provisions, are consistent with prior reported amounts and comply with applicable
laws of this state. The valuation manual will prescribe the specifics of this opinion including any
items deemed to be necessary to its scope.

(b) Every company with outstanding life insurance contracts or deposit-type contracts in this
state and subject to regulation by the commissioner, except as exempted in the valuation manual,
shall aléo annually include in the opinion required by par. (2) an opinion of the same appointed
actuary . as to whether the reserves and related actuarial items held in support of the policies and
contracts specified in the valuation manual, when considered in light of the assets held by the
company with respect to the reserves and related actuarial items, including but not limited to the
investment earnings on the assets and the considerations anticipated to be received and retained
under tfle policies and contracts, make adequate provision for the company’s obligations under

K
i
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the policies and contracts, including but not limited to the benefits under and expenses associated
with the : policies and contracts. Such opinion shall be governed by the following provisions:

1. A memorandum, in form and substance as specified in the valuation manual, and
acceptable to the commissioner, shall be prepared to support each actuarial opinion.

2. If the insurance company fails to provide a supporting memorandum at the request of the
comm1ss1oner within a period specified in the valuation manual or the commissioner determines
~ that theisupporting memorandum prov1ded by the insurance company fails to meet the standards
prescnbed by the valuation manual or is otherwise unacceptable to the commissioner, the
commissioner may engage a qua11f1ed actuary at the expense of the company to review the
oplmon and the basis for the opinion and prepare the supporting memorandum required by the
commissioner.

(c) All Opinions subject to sub. (1r) shall be governed by the following provisions:

1. ’I:‘he opinion shall be in form and substance as specified in the valuation manual and
acceptable to the commissioner.

2. The opinion shall be submitted with the annual statement reflecting the valuation of such
reserve }iabilities for each year ending on or after the operative date of the valuation manual.

3. The opinion shall apply to all policies and contracts subject to par. (b), plus other actuarial
liabilities as may be specified in the valuation manual.

4. The opinion shall be based on standards adopted from time to time by the actuarial
standards board or its successor, and on such additional standards as may be prescribed in the
valuation manual.

5. In the case of an opinion required to be submitted by a foreign or alien company, the
commisfbioner may accept the opinion filed by that company with the insurance supervisory
official ‘of another state if the commissioner determines that the opinion reasonably meets the
requirements applicable to a company domiciled in this state.

6. Except in cases of fraud or willful misconduct, the appointed actuary shall not be liable for
damagc;s to any person (other than the insurance company and the commissioner) for any act,
error, omission, decision or conduct with respect to the appointed actuary’s opinion.

SECTIZON 46. 623.06 (2) of the statutes is amended to read:

623.06 (2) Except as provided in subs (2a) and (2m), the minimum standard for the valuation
of all stch policies and contracts issued prior to the effective date of this section [see sub. (8)
(14) and s. 632.43(9)] shall be that provided by the laws in effect immediately prior to such date.
Except as provided in subs (2a) and (2m), the minimum standard for the valuation of all such
p01101es and contracts issued on or after the effective date of this section shall be the
comm1ssmner s reserve valuation methods defined in subs. (3) to (4m) and (7), with 3.5 percent
interest, or in the case of policies and contracts, other than annuity and pure endowment
contracts issued on or after June 19, 1974, and prior to November 8, 1977, 4 percent interest,
and forﬂpohcles issued on or after November 8, 1977, 4.5 percent interest and the following
tables:

SECTIpN 47. 623.06 (9) of the statutes is created to read:

623.3106 (9) VALUATION MANUAL.



(a) For policies issued on or after the operative date of the valuation manual, the standard
prescrili‘ed in the valuation manual is the minimum standard of valuation required under sub. (1j),
except as provided under pars. (€) or (g).

(b) The operative date of the valuation manual is January 1 of the first calendar year
followmg the first July 1 as of which all of the following have occurred:

1. The valuation manual has been adopted by the NAIC by an affirmative vote of at least
forty- two (42) members, or three-fourths of the members voting, whichever is greater.

2. The Standard Valuation Law, as amended by the NAIC in 2009, or legislation including
substant1a11y similar terms and provisions, has been enacted by states representing greater than
75% of ithe direct premiums written as reported in the following annual statements submitted for
2008: life, accident and health annual statements; health annual statements; or fraternal annual
statements. :

3. The Standard Valuation Law, as amended by the NAIC in 2009, or legislation including
substantially similar terms and provisions, has been enacted by at least forty-two (42) of the
following fifty-five (55) jurisdictions: The fifty states of the United States, American Samoa, the
American Virgin Islands, the District of Columbia, Guam, and Puerto Rico.

(©) Unless a change in the valuation manual specifies a later effective date, changes to the
Valuatlon manual shall be effective on January 1 following the date when such changes have
been adopted by the NAIC by an affirmative vote representing:

1. At least three-fourths (3/4) of the members of the NAIC votmg, but not less than a
majority of the total membership, and

2. Members of the NAIC representing jurisdictions totaling greater than 75% of the direct
premiums written as reported in the following annual statements most recently available prior to
the vote in subd. 1.: life, accident and health annual statements, health annual statements, and
fraternal annual statements.

(d) The valuation manual must specify all of the following:

1. Mlmmum valuation standards for and definitions of the policies or contracts subject to sub.
(1j). Such minimum valuation standards shall be:

a. The commissioner’s reserve valuation method for life insurance contracts other than
annuity icontracts subject to sub. (13);

b. The commissioner’s annuity reserve valuation method for annuity contracts subject to sub.
(15); and

C. M1n1mum reserves for all other policies or contracts subject to sub. (1j).

2. Wh1ch policies or contracts or types of policies or contracts that are subject to the
requlrements of a principle-based valuation in sub. (10) (a) and the minimum valuation standards
consistent with those requirements;

3. For policies and contracts subject to a pr1nc1ple-based valuation under sub. (10):

a. Requirements for the format of reports to the commissioner under sub. (10) (b) 3., which
shall include information necessary to determine if the valuation is appropriate and in
compliance with this section;

b. Assumptions shall be prescribed for risks over which the insurance company does not have
significant control or influence.

c. Procedures for corporate governance and oversight of the actuarial function, and a process
for appropriate waiver or modification of such procedures.

4. For policies not subject to a principle-based valuation under sub. (10) the minimum
valuation standard shall be the greater of:



i

a. Reserves that are consistent with the minimum standard of valuation prior to the operative
date of the valuation manual, or

b. Reserves that quantify the benefits, guarantees, and funding associated with the contracts
and their risks at a level of conservatism that reflects conditions that include unfavorable events
that have a reasonable probability of occurring. This does not preclude, for policies with
significant tail risk, reflecting in the reserve conditions appropriately adverse to quantify that tail
risk.

5. C)thcr requirements, including, but not limited to, those relating to reserve methods,
models ifor measuring risk, generation of economic scenarios, assumptions, margins, use of
msurance company experience, risk measurement, disclosure, certifications, reports, actuarial
oplmons and memorandums, transition rules and internal controls; and

6. The data and form of the data required under sub. (11), with whom the data must be
submitted, and may specify other requirements including data analyses and reporting of analyses.

(¢) In the absence of a spec1flc valuation requuement or if a specific valuation requirement in
the valuation manual is not, in the opinion of the-commissioner, in compliance with this section,
then the insurance company shall, with respect to such requirements, comply with minimum
valuation standards prescribed by the commissioner by regulation.

® The commissioner may engage a qualified actuary, at the expense of the insurance
company, to perform an actuarial examination of the company and opine on the appropnateness
of any !reserve assumption or method used by the company, or to review and opme on a
company s compliance with any requirement set forth in this section. The commissioner may
rely upon the opinion, regarding provisions contained within this section, of a qualified actuary
engaged by the commissioner of another state, district or territory of the United States. As used
in this paragraph the term “engage” includes employment and contracting.

(® The commissioner may require an insurance company to change any assumpt10n or
method: that in the opinion of the commissioner is necessary in order to comply with the
requirements of the valuation manual or this section; and the company shall adjust the reserves
as required by the commissioner. The commissioner may take other disciplinary action as
permittéd pursuant to ss. 601.41(4) and 601.64.

SECTION 48. 623.06 (10) of the statutes is created to read:

623, 06 (10) REQUIREMENTS OF A PRINCIPLE-BASED VALUATION

(a) An insurer must establish reserves using a principle-based valuation that meets the
following conditions for policies or contracts as specified in the valuation manual:

1. Quantify the benefits and guarantees, and the funding, associated with the contracts and
their risks at a level of conservatism that reflects conditions that include unfavorable events that
have a reasonable probability of occurring during the lifetime of the contracts. For polices or
contracts with significant tail risk, reﬂccts conditions appropriately adverse to quantify the tail
risk. :

2. Ipcorporate assumptions, risk analysis methods and financial models and management
techniqﬁes that are consistent with, but not necessarily identical to, those utilized within the
company’s overall risk assessment process, while recognizing potential differences in financial
reporting structures and any prescribed assumptions or methods.

3. Incorporate assumptions that are derived in one of the following manners:

a. The assumption is prescribed in the valuation manual.



b. For assumptions that are not prescribed, the assumptions shall be established utilizing the
‘company’s available experience to the extent it is relevant and statistically credible; or to the
extent that company data is not available, relevant, or statistically credible, the assumptions shall
be established utilizing other relevant, statistically credible experience.

4, Piov1de margins for uncertainty including adverse deviation and estimation error, such that
the greater the uncertamty the larger the margin and resulting reserve.

(b) A company using a principle-based valuation for one or more policies or contracts sub]ect
to this section as specified in the valuation manual shall:

1. Establish procedures for corporate governance and oversight of the actuarial valuatlon
function consistent with those described in the valuation manual.

2. Provide to the commissioner and the board of directors an annual certification of the
effectiveness of the internal controls with respect to the principle-based valuation. Such controls
shall be designed to assure that all material risks inherent in the liabilities and associated assets
subject :to such valuation are included in the valuation, and that valuations are made in
accordahce with the valuation manual. The certification shall be based on the controls in place as
of the end of the preceding calendar year.

3. Develop and file with the commissioner upon request a principle-based valuation report
that complies with standards prescribed in the valuation manual.

(© A principle-based valuation may include a prescribed formulaic reserve component.

SECTION 49. 623.06 (11) of the statutes is created to read:

623. 06 (11) EXPERIENCE REPORTING FOR POLICIES IN FORCE ON OR AFTER THE
OPERATIVE DATE OF THE VALUATION MANUAL. A company shall submit mortality,
morbidity, policyholder behavior, or expense experience and other data as prescribed in the
valuation manual.

SECTIZCN 50. 623.06 (12) of the statutes is creafed to read:

623.06 (12) CONFIDENTIALITY.

(2) For purposes of this subsection, “confidential information™ shall mean:

1. A memorandum in support of an opinion submitted under sub. (1m) or (1r) and any other
documents materials and other information, including, but not limited to, all workmg papers,
and copies thereof, created, produced or obtained by or disclosed to the commissioner or any
other person in connection with such memorandum; '

2. All documents; materials and other information, including, but not limited to, all working
papers, and copies thereof, created, produced or obtained by or disclosed to the commissioner or
any other person in the course of an examination made under sub. (9) (f); provided, however,
that if an examination report or other material prepared in connection with an examination made
under Sé 601.43 and 601.44 is not held as private and confidential information under s. 601.465
(1m) (b) an examination report or other material prepared in connection with an examination
made under sub. (9) (f) of this section shall not be “confidential information” to the same extent
as if suqh examination report or other material had been prepared under ss. 601.43 and 601.44;

3. Any reports, documents, materials and other information developed by a company in
support of, or in connection with, an annual certification by the company under sub. (10) (b) 2.
of this section evaluating the effectiveness of the company’s internal controls with respect to a



prmciplé-based valuation and any other documents, materials and other information, including,
but not :limited to, all working papers, and copies thereof, created, produced or obtained by or
dlsclosed to the commissioner or any other person in connection with such reports, documents,
matenals and other information;

4. Any principle-based valuation report developed under sub. (10) (b) 3. of this section and
any other documents, materials and other information, including, but not limited to, all working
papers, and copies thereof, created, produced or obtained by or disclosed to the commissioner or.
any other person in connection with such report; and

5. Any documents, materials, data and other information submitted by a company under sub. -
(11) (collectively, “experience data”) and any other documents, materials, data and other
information, including, but not limited to, all working papers, and copies thereof, created or
produced in connection with such experience xgat/a(fn each case that mclude any potentially )

{ company-1dent1fy1ng or personally identifiable information,fthat is provided to or obtained by the
commissioner (together with any “experience data”, the “experience materials”) and any other
documents, materials, data’ and other information, including, but not limited to, all working
papers, and coples thereof, created, produced or obtained by or disclosed to the commissioner or
any other person in connection with such experience materials.

(b) .Confidential information under this subsection is required to be prov1ded to the
comm1ssmner pursuant to s. 601.42 and shall be kept confidential under s. 601.465.

SECTIQN 51. 623.06 (13) of the statutes is created to read:

623.06 (13) SINGLE STATE EXEMPTION

(a) The commissioner may exempt specific product forms or product lines of a domestic
company that is licensed and doing business only in Wisconsin from the requirements of sub. (9)
provided:

1. The commissioner has issued an exemption in writing to the company and has not
subsequently revoked the exemption in wntmg, and

2. The company computes reserves using assumptions and methods used prior to the
operati\ie date of the valuation manual in addition to any requirements established by the
commissioner and promulgated by regulation.

(b) I For policy forms and product lines for which a company was granted an exemption under
par. (a); subs. (1f), (lm), and (2) to (7) shall be applicable, and any reference to the valuation
manual é_shall not be applicable.

SECTI:()N 52. 623.06 (8) of the statutes is renumbered as 623.06 (14), and as 623.06 (14) is
amendc’;d to read:

623.06 (14) EFFECTIVE DATE.

(a) This section shall become effective on the same date as does s. 632.43.

(b) Subsections referencing the valuation manual including but not limited to subs. (1j
and (9) to (13) shall become effective on the operative date of the valuation manual as described
in sub. (9).

(c) The provisions of this section shall supersede all provisions of law inconsistent or in
conflictitherewith.

i
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SECTIQN 53. 628.07 of the statutes is amended to read:

628.07 ILlcensmg of nonresidents. The commissioner smay shall waive the examination
requlrement efan-examination for a nonresident applicant under s. 628.04 if the-jurisdietion-of

the aplecant s home or resident state has issued a license having equivalent qualifications and if

that licefnse is in good standing at the time of application. residence-has-imposed-upon-the

SECTION 54. 628.10(2) of the statutes is amended to read:
I _

) :REVOCATION, SUSPENSION, AND LIMITATION OF LICENSES.
(a) For failure to comply with continuing education or annual training requirements. The license
of any intermediary or individual navigator who fails to produce evidence of compliance with
continuing education standards set by the commissioner or with annual training requirements is

revoked effective on the date on which the evidence of compliance is due. At least 60 days

before that date, the commissioner shall notify the intermediary's intermediary or navigater's
nav1gato r-address-that-is-onfile-with-the-commissioner notice-of the date by which the evidence

of comphance is due and that the intermediary's or navigator's license will be revoked if the
evidence is not received by that date. An intermediary or navigator whose license is revoked
under thls paragraph may have his or her license reinstated, or may be relicensed, as prov1ded in

sub. (5)

(am) Nonpayment of fees. The license of an intermediary or individual navigator who fails to pay
a fee when due is revoked, effective on the date on which the fee is due. At least 60 days before

that date the commissioner shall sere-by—1st-elass—mail-to notify the intermediary's-intermediary
or nav&ga{er—s—nawgato r-aedress-thatis-onfile-with-the-eommissioner-notice-of the date by which
the fee is due and that the intermediary's or navigator's license will be revoked if timely payment
is not made An intermediary who is a natural person, or an individual navigator, whose license
is revoked under this paragraph may have his or her license reinstated, or may be relicensed, as
pr0V1ded in sub. (5).

SECTIbN 55. 628.347 (1) (a) of the statutes is amended to read:

628. 347 (1) (a) "Annuity" means a-fixed-er-variablean annuity that is an insurance product
that is 1nd1v1dua11y solicited, whether the product is classified as an individual or group annuity.

SECTIQN 56. 628.347 (4) (c) of the statutes is amended to read:



628.3"347 (4) (c) This subsection applies to FINRA broker-dealer sales of variable-annuities
and-fixed- annuities if the suitability and supervision are similar to those applied to variable <~ =
annuity sales. ‘ (

|

SECTIbN 57. 628.347 (4m) (b) 3. c. of the statutes is amended to read:

628.?347 (4m) (b) 3. c. How fixed;-variable;and-indexed—product specific annuity contract
provisions features affect consumers.

SECTIpN 58. 628.81 of the statutes is repealed.
SECTI:ON 59. 632.43 (6g) of the statutes is created to read:

632.%‘43 (6g) In this section, “Operative date of the valuation manual” means the January 1 of
the first calendar year that the valuation manual as defined in s. 623.06 is effective pursuant to s.
623.06(9)(b).

SECTIQN 60. 632.43 (6m) (a) 3. of the statutes is amended to read:

632.43 (6m) (a) 3. "Nonforfeiture interest rate" means:
a . i. For policies issued prior to the operative date of the valuation manual, or for all policies in
the absence of an effective operative date of the valuation manual as specified under s.
623.06(9)(b). 125% of the applicable calendar year valuation interest rate under s. 623.06
rounded to the nearest 0.25%, provided, however, that the nonforfeiture interest rate shall not be
. less than 4%.

«ii. For policies issued on or after the operative date of the valuation manual, the rate per

annum provided by the valuation manual.

SECTIbN 61. 632.43 (6m) (e) 3. f. of the statutes is amended to read:

632.}‘43 (6m (e) 3. f. For policies issued prior to the operative date of the valuation manual,
Asy any ordinary mortality tables adopted after 1980 by the National Association of Insurance
'Commissioners, that are approved by rule adopted by the commissioner for use in determining
the minimum nonforfeiture standard, may be substituted for the commissioners 1980 standard
ordinary mortality table with or without 10-year select mortality factors or for the commissioners
1980 extended term insurance table. For policies issued on or after the operative date of the

Valuatiqh manual the valuation manual shall provide the commissioners standard mortality table
for use . in determining the minimum nonforfeiture standard that may be substituted for the

commissioners 1980 standard ordinary mortality table with or without ten-year select mortality
factors ior for the commissioners 1980 extended term insurance table. If the commissioner
approves by regulation any ordinary mortality table adopted by the National Association of

Insurance Commissioners for use in determining the minimum nonforfeiture standard for
policies’ issued on or after the operative date of the valuation manual then that minimum

nonforfeiture standard supersedes the minimum nonforfeiture standard provided by the valuation

manual.




SECTION 62. 632.43 (6m) (e) 3. g. of the statutes is amended to read:

63243 (6m) (e) 3. g. For policies issued prior to the operative date of the valuation manual,
aAny industrial mortality tables adopted after 1980 by the National Association of Insurance
Commissioners, that are approved by rule adopted by the commissioner for use in determining
the minimum nonforfeiture standard, may be substituted for the commissioners 1961 standard
industriféll mortality table or the commissioners 1961 industrial extended term insurance table.
For policies issued on or after the operative date of the valuation manual the valuation manual
shall provide the commissioners standard mortality table for use in determining the minimum
nonforfeiture standard that may be substituted for the commissioners 1961 standard industrial
mortality table or the commissioners 1961 industrial extended term insurance table. If the
commissioner approves by regulation any industrial mortality table adopted by the National

Association of Insurance Commissioners for use in determining the minimum nonforfeiture
standard for policies issued on or after the operative date of the valuation manual then that

minimum nonforfeiture standard supersedes the minimum nonforfeiture standard provided by the
valuation manual.

Section: 63. 635.13(2) of the statutes is repealed.
Section%‘; 64. 645.675 of the statutes is created to read:

645.675 Qualified financial contracts. (1) In this section:

(a) “Actual direct compensatory damages” include normal and reasonable costs of cover
or other'reasonable measures of damages used in the derivatives, securities, or other market for
the contract and agreement claims. “Actual direct compensatory damages” do not include
punitive or exemplary damages, damages for lost profit or lost opportunity, or damages for pain
and suffering.

tb) “Business day” means any day other than Saturday, Sunday, or a day on which the
New York Stock Exchange or the Federal Reserve Bank of New York is closed.

(c) “Commodity contract” means any of the following:

1 A contract for the purchase or sale of a commodity for future delivery on, or subject to
the rules of, a board of trade or contract market under the Commodity Exchange Act, 7 USC 1, et
seq., or ja board of trade outside the United States.

2 An agreement that is subject to regulation under Section 19 of the Commodity
Exchange Act, 7 USC 1, et seq., and that is commonly known to the commodities trade as a
margin account, margin contract, leverage account, or leverage contract.

i



3 An agreement or transaction that is subject to regulation under Section 4c(b) the
Commodlty Exchange Act, 7 USC 1, et seq., and that is commonly known to the commodities
trade asia commodity option.

4 Any combination of the agreements or transactions listed in subds. 1. to 3.
ﬂi

5. Any option to enter into an agreement or transaction listed in subds. 1. to 3.
!,

(d) “Contractual right” includes any right set forth in a rule or bylaw or in a resolution of
the governing board of a derivatives clearing organization or board of trade as defined in
the Commodity Exchange Act, 7 USC 1, et seq.; a multilateral clearing organization, as
defined in the Federal Deposit Insurance Corporation Improvement Act of 1991, 12 USC
4421(1) a national securities exchange, a national securities association, a securities
clearing agency, or a control market designated under the Commodity Exchange Act, 7
USC1, et seq., a derivatives transaction execution facility registered under the
Commodity Exchange Act, 7 USCI, et seq. or any right, whether or not evidenced in
\jzvriting, arising under statutory or common law, or under law merchant, or by reason of
normal business practice.

(e) “Counterparty” is a person who enters into a qualified financial contract with an
insurer.

(f) For purposes of this section, "Financial guaranty insurance” means a surety bond,
insurance policy or an indemnity contract or any similar guarantee issued by an
insurer under which loss is payable upon proof of occurrence of financial loss to an
insured claimant. It does not include credit insurance, credit life insurance, disability
insurance or mortgage guaranty insurance, as those terms are defined in s. Ins 6.75,
Wis. Adm. Code or long term care insurance.

(g) “First-method provision” is a contract provision whereby the non-defaulting party is
- not required to pay if a net or settlement amount is owed to the defaulting party.

&h) “Forward contract” has the meanings given in 12 USC 1821 (¢) (8) (D).

(1) “Netting agreement” means:

~ 1. a contract or agreement (including terms and conditions incorporated by
reference therein), including a master agreement (which master agreement, together with
all schedules, confirmations, definitions, and addenda thereto and transactions under any
thereof, shall be treated as one netting agreement), that documents one or more
transactions between the parties to the agreement for or involving one or more qualified
financial contracts and that provides for the netting, liquidation, setoff, termination,
acceleration, or close out under or in connection with one or more qualified financial
contracts or present or future payment or delivery obligations or payment or delivery
entitlements thereunder (including liquidation or close-out values relating to such
obhgatlons or entitlements) among the parties to the netting agreement;



2. any master agreement or bridge agreement for one or more master agreements
descnbed in subd. (1) of this par.; or
; 3. any security agreement or arrangement or other credit enhancement or
guarantee or reimbursement obligation related to any contract or agreement described in
subd. (1) or (2) of this par. Any contract described in subd. (1) or (2) that is related to
glgreements or transactions that are not qualified financial contracts shall be deemed to be
a netting agreement only to the extent those agreements or transactions are qualified
financial contracts.

( j) “Qualified financial contract” means a commodity contract, forward contract,
repurchase agreement, securities contract, swap agreement, or any similar agreement that
the commissioner determines by regulation, resolution, or order to be a qualified financial
contract for purposes of this section.

ék) “Repurchase agreement” has the meaning given in 12 USC 1821 (e) (8) (D).
(L) “Second—method provision™ is a contract provision whereby the non-defaulting party
is required to pay if a net or settlement amount is owed to the defaulting party.

(m) “Securities contract” has the meaning given in 12 USC 1821 (e) (8) (D).
(n) “Swap agreement” has the meaning given in 12 USC 1821 (e) (8) (D).

(o) “Two—way payment provision” is a contract provision whereby both partles may
. have payment obligations to each other.

(p) “Walkaway clause” means a provision in a netting agreement or a qualified financial
contract that, after calculation of a value of a party’s position or an amount due to or from one of
the parties in accordance with its terms upon termination, liquidation, or acceleration of the
netting agreement or qualified financial contract, either does not create a payment obligation of a
party or extinguishes a payment obligation of a party, in whole or in part, solely because of the
party’s lstatus as a nondefaulting party.

(2) (a) Starting at 5:00 p.m. (central time) on the business day following the date of
appointfnent of a receiver, no person may, with regard to qualified financial contracts with an
insurer subject to a proceeding under this chapter, unless that person has received written notice
that the contract has been sold or transferred pursuant to ss. 645.33(2) or 645.46(9), be stayed or
proh1b1ted from exercising any of the following rights:

1 A contractual right to cause the termination, liquidation, acceleration, or close out of
obligations under, or in connection with, any netting agreement or qualified financial contract
with an ?insurer on account of either of the following;:

a. The insolvency, financial condition, or default of the insurer at any time, provided that
the nght is enforceable under applicable law other than this chapter.



t). The commencement of a formal delinquency proceeding under this chapter.

2 Any right under a pledge, security, collateral, reimbursement, or guarantee agreement
or arrangement or any other similar security agreement or arrangement or other credit
enhancement relating to one or more netting agreements or qualified financial contracts.

3 Subject to s. 645.56 (2), any right to set off or net out any termination value, payment
amount, or other transfer obligation arising under or in connection with one or more qualified
flnancml contracts in which the counterparty or its guarantor is organized under the laws of the
United States or a state or foreign jurisdiction approved by the Securities Valuation Office of the
N at10nal Association of Insurance Commissioners as eligible for netting.

(b) If a counterparty to a master netting agreement or a qualified financial contract with
an insurer subject to a proceeding under this chapter terminates, liquidates, closes out, or
accelerates the agreement or contract, damages will be measured as of the date or dates of the
termmatlon liquidation, close out, or acceleration. The amount of a claim for damages shall be
the actual direct compensatory damages calculated in accordance with sub. (6).

3) Upon termination of a netting agreement or qualified financial contract, notwithstanding any
walkaway clause in the netting agreement or qualified financial contract, the net or settlement
amount, if any, owed by a nondefaulting party to an insurer against which an application or
petition has been filed under this chapter shall be transferred to the receiver of the insurer or as
directed by the receiver of the insurer, even if the insurer is the defaulting party. Any limited
two—way payment or first-method provision in a netting agreement or qualified financial
contract with an insurer that has defaulted shall be considered to be a full two—way payment or
Second:-method provision as against the defaulting insurer. Any such property or amount shall
be a general asset of the insurer, except to the extent that it is subject to one or more secondary
liens or encumbrances or rights of netting or setoff.

(4) (a) With respect to transferring a netting agreement or qualified financial contract of
an insurer that is the subject of a proceeding under this chapter the receiver of the msurer shall do
either of the followmg

1 Transfer to one party, other than an insurer subject to a proceeding under this chapter,
all netting agreements and qualified financial contracts between the counterparty and the insurer
that is the subject of a proceeding under this chapter, including all of the following:

a. All rights and obligations of each party under each netting agreement and qualified
financial contract.

b. All property, including any guarantee or other credit enhancement, securing any claims
of each party under each netting agreement and qualified financial contract.

2 Transfer none of the netting agreements, qualified financial contracts, rights,
obligations or property referred to in subd. 1. with respect to the counterparty.

(b) If a receiver of an insurer transfers a netting agreement or qualified financial contract,
the recelver shall use its best efforts to notify any person who is a party to the netting agreement



or qualijfied financial contract of the transfer by noon on the business day following the transfer.

(5) Notwithstanding any provision of sections 645.52 or 645.54, a receiver may not
avoid a transfer of money or other property arising under or in connection with a netting
agreement or qualified financial contract, or any pledge, security, collateral, or guarantee
agreement or any other similar security arrangement or credit support document relating to a
netting agreement or qualified financial contract, that is made before the commencement of a
formal delinquency proceeding under this chapter.

{ . .
(6) (2) In exercising the rights of disaffirmance or repudiation with respect to a netting
agreement or qualified financial contract between a counterparty and an insurer that is the subject
ofa proceedrng under this chapter the receiver of the insurer shall do either of the following;

1 Disaffirm or repudiate all netting agreements and qualified financial contracts between
the counterparty and the insurer.

2 Disaffirm or repudiate none of the netting agreements or qualified financial contracts
between the counterparty and the insurer.

(b) Notwithstanding any provision of this section , any claim of a counterparty against the
estate arising from the receiver’s disaffirmance or repudlatron of a netting agreement or qualified
financial contract that has not been previously affirmed in the liquidation or immediately
precedmg conservation or rehabilitation case shall be determined and shall be allowed or
dlsallovved as if the claim had arisen before the date on which the petition for liquidation was
filed or, if a conservation or rehabilitation proceeding is converted to a liquidation proceeding, as
if the clalm had arisen before the date on which the petition for conservation or rehabilitation
was filed. The amount of the claim shall be the actual direct compensatory damages determined
as of the date of the disaffirmance or repudiation of the netting agreement or qualified financial
contract.

(7) (a) This section does not apply to persons who are affiliates of an insurer subject to a
proceeding under this chapter.

(8) All rights of counterparties under this chapter that apply to netting agreements and
qualiﬁed financial contracts entered into on behalf of a general account are available only to
counterpartles of netting agreements and qualified financial contracts entered into on behalf of
that general account. All rights of counterparties under this chapter that apply to netting
agreements and qualified financial contracts entered into on behalf of a separate account are |
available only to counterparties of netting agreements and qualified financial contracts entered
into on behalf of that separate account.

(9) This section does not apply to qualified financial contracts entered into with an
insurer authorized to write financial guaranty insurance.

SECTIbN 65. 655.27 (3) (b) 1. of the statues is amended to read:



655 27 (3) (b) 1. The commissioner, after approval by the board of governors, shall by-rule
set the fees under par. (a). The rale-shall-provide-that fees may be paid annually or in semiannual
or quarterly installments. In addition to the prorated portion of the annual fee, semiannual and
quarterly installments shall include an amount sufficient to cover interest not earned and
admlnlstratlve costs incurred because the fees were not paid on an annual basis. This paragraph
does no;t impose liability on the board of governors for payment of any part of a fund deficit.

SECTI;ON 66. 655.27 (3) (b) 2. of the statues is amended to read:

655, §:27 (3) (b) 2. With respect to fees paid by physicians, the ruale commissioner shall provide
for not more than 4 payment classifications, based upon the amount of surgery performed and the
risk of dlagnostlc and therapeutic services provided or procedures performed.

SECTIpN 67. 655.27 (3) (b) 2m. of the statues is amended to read:

655 27 (3) (b) 2m. In addition to the fees and payment classifications described under subds.
1. And 2., the commissioner, after approval by the board of governors, may by—+uale establish a
separate payment classification for physicians satisfying s. 655.002 (1) (b) and a separate fee for
nurse anesthetists satisfying s. 655.002 (1) (b) which take into account the loss experience of
health care providers for whom Michigan is a principal place of practice.

SECTIDN 68. 655.27 (3) (bg) 1. of the statues is amended to read:

655 27 (3) (bg) 1. Every-rule-underpar—b) The commissioner shall provide for an automatic
increase in health care provider’s fees, except as provided in subd. 2., if the loss and expense

experience of the fund and other sources with respect to the health care prov1der or an employee
of the health care provider exceeds either a number of claims threshold or a dollar volume of
claims ,pa1d threshold, both as established in—the—rule by the commissioner. The rule
commissioner shall specify applicable amounts of increase corresponding to the number of
claims paid and the dollar volume of awards in excess of the respective thresholds.

4

SECTION 69. 655.27 (3) (bg) 2. of the statues is amended to read:

655.27 (3) (bg) 2. The rule commissioner shall provide that the automatic increases does not
apply if the board of governors determines that the performance of the injured patients and
families compensation fund peer review council in making recommendations under s. 655.275
%) () adequately addresses the consideration set forth in par. (a) 2m.

SECTIQN 70. 655.27 (3) (br) (intro.) of the statues is amended to read:
655.27 (3) (br) Limit on fees. (intro.) Every—+ale The commissioner, in setting fees for a

partlcular fiscal year under par. (b), shall ensure that the fees assessed do not exceed the greatest
of the followmg

SECTION 71. 655.27 (3) (d) of the statues is amended to read:

i



655.527 (3) (d) Rule—not—effective; Late establishment or_approval of fees. If the rule

establishing fees under par. (b) dees-net-take-effeet-priorto for any particular fiscal year are not

stabhshed by the commissioner, approved by the board of governors, or approved under par.
(bt) by the joint committee on finance before June 2 of any that fiscal year, the commissioner

may elect to collect fees as established for the previous fiscal year. If the commissioner so elects
and the rule fees for that fiscal year are subsequently takes—effeet established by the
commissioner, approved by the board of governors, or approved under par. (bt) by the joint
committee on finance, the balance for the fiscal year shall be collected or refunded or the
remalnmg semiannual or quarterly installment payments shall be adjusted except the
commlssmner may elect not to collect, refund, or adjust for minimal amounts.

SECTIQN 72. 655.27 (3) (e) of the statues is amended to read:

655.27 (3) (e) Podiatrist fees. The commissioner, after approval by the board of governors,
may by-—rule assess fees against podiatrists for the purpose of paying the fund’s portion of
medical malpractice claims and expenses resulting from claims against podiatrists based on
occurrences before July 1, 1986.

SECTION 73. 655.27 (3) (bt) of the statues is amended to read:

655.27 (3) (bt) Report to joint committee on finance. Annually, no later than April 1, the
commissioner shall send to the cochairpersons of the joint committee on finance a report
detailing the proposed fees set for the next fiscal year under par. (b) and under s. 655.61 (1). If,
within 14 working days after the date that the commissioner submits the report, the
cochairpersons of the committee notify the commissioner that the committee has scheduled a
meeting for the purpose of reviewing the proposed fees, the commissioner may not impose the
fees until the.committee approves the report. If the cochairpersons of the committee do not notify
the commissioner, the commissioner may impose the proposed fees. In addition to any other
method;i‘? prescribed by rule for advising health care providers of the amount of the fees, the
commissioner shall post the fees set under par. (b) for the next fiscal year on the office’s Internet
site and the director of state courts shall post the fees set under s. 655.61 (1) for the next fiscal
year on med1at10n fund’s Internet site.

SECTIQN 74. 655.61 (3) of the statues is amended to read:

655.61 (3) If the fees under sub. (1) for any particular fiscal year are not established by
the board of governors or approved by the joint committee on finance under s. 655.27 (3) (bt)
before June 2 of that fiscal year, the commissioner may elect to collect fees as established for the
previous fiscal year. If the commissioner so elects and the fees for that fiscal year are
subsequently established by the board of governors or approved by the joint committee on
finance junder s. 655.27 (3) (bt), the balance for the fiscal year shall be collected or refunded,
except that the commissioner may elect not to collect or refund minimal amounts.
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( 1) ANACT.. ; relating to: various miscellaneous changes to the insurance statutes. g(a

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be provided in a subsequent version
of this draft.

The people of the state of Wisconsin, represented in senate and assembly, do
‘enact as follows:
v

SEcTION 1. 227.01 (13) (pm) of the statutes is created to read:

[\

227.01 (13) (pm) Relates to setting fees under s. 655.27 (3) for the injured
e
patients and families compensation fund or setting fees under s. 655.61 for the
mediation fund. &K

SECTION 2. 601.422 of the statutes is re?aled.

< O Ot kW

SECTION 3. 601.425 of the statutes is repealed.

SECTION 4. 601.428 of the statutes is repealed.

o @

SECTION 5. 601.465 (1m) (c) 8. of the statutes is created to read:
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SECTION 5

601.465 (1m) (c) 8. The International Association of Insurance Supervisors.

SECTION 6. 601.465 (1m) (c) 9. of the statutes is created to read:

601.465 (1m) (c) 9. An agent or employee of the International Association of
Insurance Supervisors.

SECTION 7. 605.21 (2) of the statutes is amended to read:

605.21 (2) PrEMIUM PAYMENT. Upon receipt of certification of premium due, the
premium shall be paid into the state treasury for the benefit of the property fund,
within 60 30 days after the date of certification or the effective date of the policy,
whichever is the later. Premiums for property insured effective at a later date shall
be paid within 60 30 days after the effective date of each addition. The amount of a
premium in default shall be a special charge against the local governing unit, and
be included in the next certification of state taxes and charged and collected as other
special charges are collected, With interest from the due date at a rate set by the
commissioner by rule or, in the absence of a rule, at twice the most common prime

rate charged by major banks in this state.
V4
SECTION 8. 610.21 (1) of the statutes is amended to read:

History: 1973 c. 117, 333; 1979 c. 102, 221; 2007 a. 170.

610.21 (1) PROHIBITION FOR DOMESTIC INSURERS. No domestic insurer may
engage, directly or indirectly, in any business other than insurance and business
reasonably incidental to its insurance business, except as specifically authorized by

’ v

s. 611.26 (4), or s. 611.26 (4) as incorporated by s. 613.26 or 614.24 (1), er-s-613.26

v
or any other provision of chs. 600 to 646; except that a domestic insurer not restricted

under s. 620.03 may engage directly in any -aetivity incidental business to the extent

it is authorized to do so through a subsidiary. A/E\“/’M‘N
History: 1971 c. 260; 1975 ¢. 373; 1979.¢. 1024498 00 30T, oo e B ~
e = NOTE: To editor: I added a space between the semicolon and the word “except.”
/Bruce said okay to do. Please remove this note. Thanks! /
.MWWMW wwwww

s

S~
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«+NOTE: I have amended this so that the specific authorization is under 1) s.
611.26 (4); 2) s. 611.26 (4) as incorporated by s. 613.26 or 614.24 (1); or 3) any other
provision of chs. 600 to 646. Is this coryect? I can’t tell what current law means. Section
613.26 appears to incorporate s. 611.26. Does gurrent law mean that “s. 611.26 (4) is
incorporated by any other provision of chs. 600 to 6467

L
1 SEcCTION 9. 611.07 (4) of the statutes is amended to read:
2 611.07 (4) WAIVER OF NOTICE AND INFORMAL ACTION BY SHAREHOLDERS,

3 POLICYHOLDERS OR DIRECTORS. Sections 180.0704, 180.0706, 180.08214 and 180.0823

4 apply to stock corporations and ss. 181.0704, 181.0706, 181.0821, and 181.0823

v
5 apply to mutuals. Section 180.0821 also applies to a committee of the board of a stock
6 corporation and s. 181.0821 also applies to a committee of the board of a mutual,
7 except that, in both cases, references to “board” shall be read as “committee” and

8 - “directors” shall mean members of the board appointed to serve on the committee.

History: 1971 c. 260; 1973 c. 128 ss. 25, 30; 1973 c. 184, 336; 1975 c. 373 5. 40; 1975 c. 375 5. 44; 1975 c. 422; 1979 c. 110; 1987 a.Z)E; 1989 a. 303; 1997 a. 79, 252,

9 SECTION 10. 611.56 (5) of the statutes is amended to read:

v/
10 611.56 (5) QuoruM MEETINGS, QUORUM, AND VOTING. -Seetion Sections 180.0820,
«/ _
11  180.0821, and 180.0824 applies apply to a committee of the board of a stock
v
12 corporation, except that references in s. 180.0824 to a committee “created under s.

13 180.0825” shall be read as a committee “created under this section”. Sections

| /
14 181.0820, 181.0821, and 181.0824 apply to a committee of the board of a mutual,

15 except that references to “board” shall be read as “committee”, “majority” in s.
16 181.0824 (1) shall mean a majority of the members of the board appointed to serve
17 on the committee, and “majority” in s. 181.0824 (2) shall mean a majority of the
18 members of the board appointed to serve on the committee who are present at the
19 meeting. !
v
History: 1971 ¢. 260; 1973 c. 31; 1979 ¢. 102; 1989 a. 303; 1997 a. 79; 2003 a. 261, \

20 SEcTION 11. 620.04 (1) of the statutes is renumbered 620.04 (1) (intro.) and

21 amended to read:
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SECTION 11

620.04 (1) ADDITIONAL RESTRICTIONS. (intro.) If the commissioner finds that by
reason of investment conditions generally or of the financial condition or current
investment practice of an individual insurer, the interests of insureds, creditors, or
the public are or may be endangered, the commissioner may do any of the following:

(a) For insurers that are not restricted under s. 620.6/3, impose reasonable and
temporary restrictions upon the investments of an individual insurer, including

prohibition or divestment of a particular investment.

History: 1971 c. 260; 1979 ¢. 102 s, 236 (6); 1991 a. 316,

SECTION 12. 620.04 (1) (b) of the statutes is created to ryd:

620.04 (1) (b) For insurers that are subject to s. 620.03, impose reasonable
restrictions upon the investments of an individual insurer, including prohibition or
divestment of a particular investment.

#+*NOTE: I did not include any of the titles suggested for the new subsections in
s. 623.06. None of the subsections in s. 623.06 in current law have titles; if any
subsections in a section have titles, all should. Do you want titles for all of the subsections
in 8. 623.06? If so, I'm open to suggestions for titles to the subsections in current law.

SECTION 13. 623.06 (1c) of the statutes is repealed and recreated to read:

623.06 (1¢) In this section:

(a) “Appointed actua\1§” means a qualified actuary who is appointed in
accordance with the valuation manual to prepare the actuarial opinion required in
sub. (1),

| (b) “Deposit—type cdntract” means a contract that does not incorporate
mortality or morbidity risks \/and as may be specified in the valuation Iﬁ/anual.

(c) “Life insurance contract” means a contract that incorporates mortality risk,
including annuity and pure endowment contracts, and as may be specified in the

valuation manual.
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SECTION 13

e

(d) “Operative date of the valuation manual” means the date determined under

sub. (9) (b). |
v .

(e) “Principle-based valuation” means a reserve valuation that uses one or
more methods, or one or more assumptions, determined by the insurer and that is
required to comply with sub. (10)!/21/8 specified in the valuation manual.

() “Qualified actuai‘/y” means an individual who is qualified to sign the
applicable statement of actuarial opinion in accordance with the American academy
of actuaries qualification standards for actuaries signing such statements and who
meets the requirements specified in the valuation manual and any other
requirements that the commissioner may by rule specify.

(g) “Tail ris;” means a risk that occurs either when the frequency of low
probability events is higher than expected under a normal probability distribution
or when there are observed events of very significant size or magnitude.

(h) “Valuation mar\ﬁlal” means the manual of valuation instructions as adopted
by the National Association of Insurance Coﬁmissioners under sub. (9\; or as
subsequently amended. ‘%

SECTION 14. 623.06 (1f) of the statutes is renumbered 62?{\06 (1f) (a) and
amended to read: ,

623.06 (1f) (a) The For policies and contracts issued befofe the operative date

of the valuation manual, the commissioner shall annually value, or cause to be

valued, the reserve liabilities (hereinafter called reserves) for all outstanding life

insurance policies and annuity and pure endowment contracts of every life insurance

company doing business in this state;-exeept-thatin the-case-of-an-alien-company;
ss; and may certify the

amount of any such reserves, specifying the mortality table or tables, rate or rates
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SECTION 14

of interest and methods (net level premium method or other) used in the calculation
of such‘ reserves. In calculating such reserves, the commissioner may use group
methods and approximate averages for fractions of a year or otherwise. In lieu of the
valuation of the reserves herein required of any foreign or alien company, the
commissioner may accept any valuation made, or caused to be made, by the
insurance supervisory official of any state or other jurisdiction when if such
valuation complies with the minimum standard herein provided and if the official
of such state or jurisdiction accepts as'sufficient and valid for all legal purposes the
certificate of valuation of the commissioner when such certificate states the
valuation to have been made in a speciﬁed manner according to which the aggregate
reserves lwould be at least as large as if they had been computed in the manner

prescribed by the law of that state or jurisdiction.

History: 1973 c. 303; 1977 c. 153 ss. 2, 4, 6; 1977 c. 273; 1977 c. 339 ss. 17, 44; Stats. 1977 5. 623.06; 1979 c. 110 s. 60 (13); 1981 ¢. 307 ss. 1x to 6, 13; 1989 a. 56; 1993
a. 490; 1995 a. 396; 1999 a. 85; 2001 a. 103; 2011 a. 257.

SEcTION 15. 623.06 (1f) (b) of the statutes is created to read:

623.06 (1f) (b) For policies and contracts issued on or after the operative date
of the valuation manual, the commissioner shall annually value, or cause to be
valued, the reserve liabilities (hereinafter called reserves) for all outstanding life
insurance contracts, annuity and pure endowment contracts, and deposit—tfgrpe
contracts of every insurer doing business in this state. In lieu of the valuation of the
reserves required of a foreign or alien company, the commissioner may accept a
valuation made, or caused to be made, by the insurance supervisory official of any
state or other jurisdiction if the valuation complies with the minimum standard
provided in this section. Subsections (9)Vand ( 1\(/)/) apply to all policies and contracts
issued on or after the operative datz/of the valuation manual.

***NOTE: I dropped “issued on or after the operative date of the valuation manual”
after “deposit—type contracts.”?/ Okay? It seemed repetit’@e‘ and unrxéessary
iy

/@
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SECTION 16

SECTION 16. 623.06 (1m) (intro.) of the statutes is created to read:

623.06 (1m) (intro.) Before the operative date of the valuation manual, all of
the following apply:

SECTION 17. 623.06 (1r) of the statutes is created to read:

623.06 (1r) Beginning on the operative date of the valuation manual, all of the
following apply:

(a) Every insurance company that has outstanding life insurance contracts or
deposit—type contracts in this state and that is subject to regulation by the
commissioner shall submit to the commissioner the opinion of the appointed actuary
as to whether the reserves and related actuarial items held in support of those
outstanding contracts are computed appropriately, are based on assumptions that

satisfy contractual provisions, are consistent with prior reported amounts, and

~ comply with applicable laws of this state. The valuation manual shall prescribe the

specifics of this opinion, including any items that are necessary to its scope.

(b) Every insurance company that has outstanding life insurance contracts or
deposit—-type contracts in this state and that is subject to regulation by the
commissioner, except as exempted in the valgation manual, shall also annually
include in the opinion required under par. (a) an opinion of the same appointed
actuary as to whether the reserves and related actuarial items held in support of the
policies and contracts specified in the valuation manual, when considered in light of
the assets held by the company with respect to the reserves and related actuarial
items, including the investment earnings on the assets and the considerations

anticipated to be received and retained under the policies and contracts, make

adequate provision for the company’s obligations under the policies and contracts,
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including the benefits under and expenses associated with the policies and contracts.
The opinion requireél under this paragraph shall be governed by the following:

1. A memorandum, in form and substance as specified in the valuation manual
and acceptable to the commissioner, shall be prepared to suppor;c each actuarial
opinion. |

2. If the insurance company fails to provide a supporting memorandum at the

request of the commissioner within a period specified in the valuation manual, or the

commissioner determines that the supporting memorandum provided by the

insurance company fails to meet the standards prescribed by the valuation manual -

or is otherwise unacceptable to the conimissioner, the commissioner may engage a
qualified actuary at the expense of the company to review the opinioh and the basis
for the opinion and prepare the supporting memorandum required by the
commissioner. >

(c) All opinions required under this subsection shall be governed by the
following:

1. The opinion shall be in form and substance as specified in the Valuatioh
manual and acceptable to the commissioner.

2. The opinion shall be submitted with the annual statement reflecting the
valuation of such reserve liabilities for each year ending on or after the operative date
of the valuation manual.

+#+NOTE: “Year” means calendar year. The operative date of the valuation manual
is a particular January 1. Therefore, a year cannot end on the operative date of the

valuation manual. o

3. The opinion shall apply to all policies and contracts subject to par. (b), plus

other actuarial liabilities as may be specified in the valuation manual.
v

++NOTE: Should this say “policies and contracts described in par, (b)*? It doesn’t
seem like there are any policies and contracts “subject to par. (@the policies and

J— - e
.

JUT—— -
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contracts described in par. (a) the same ones as those described in par. (b)?{(Since subd.

4. The opinion shall be based on standards adopted from time to time by the
actuarial standards board or its successor and on any additional standards
prescribed in the valuation manual.

5. With respect to an opinion required to be submitted by a foreign or alien
company, the commissioner may accept the opinion filed by that company with the
insurance supervisory official of another state if the commissioner determines that
the opinion reasonably meets the requirements applicable to a company domiciled
in this state.

6. Except in cases of fraud or willful misconduct, the appointed actuary shall
not be liable for damages to any person, other than the insurance company and the
commissioner, for any act, error, omission, decision, or conduct with respect to the
appointed actuary’s opinion.

SECTION 18. 623.06 (2) (intro.) of the statutes is amended to read:

623.06 (2) (intro.) Except as provided in subs. (2a) and (2m), the minimum
standard for the valuation of all such policies and contracts- issued prior to the
effective date of this section [see sub. (8)2&2 and s. 632.43 (9)] shall be that provided'
by the laws in effect immediately prior to such date. Except as provided in subs. (2a)
and (2m), the minimum standard for the valuation of all such policies and contracts
issued on or after the effective date of this section shall be the comnﬁssioners reserve
valuation methods defined in subs. (3) to (4m) and (7), with 3.5 percent interest, or
in the case of policies and contracts, other than annuity and pure endowment

contracts, issued on or after June 19, 1974, and prior to November 8, 1977, 4 percent
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SECTION 18
interest, and for policies issued on or after November 8, 1977, 4.5 percent interest and

the following tables:

;

History: 1973 c. 303; 1977 c. 153 85. 2, 4, 6; 1977 c. 273; 1977 ¢. 339 ss. 17, 44; Stats. 1977 5. 623.06; 1979 . 110 5. 60 (13); 1981 ¢. 307 ss1x to 6, 13; 1989 a. 56; 1993
a. 490; 1995 a. 396; 1999 a. 85; 2001 a. 103 2011 a, 257.

SECTION 19. 623.06 (8) of the statutes is renumbered 623. 66 (13) (a) and
amended to read:
_ L
623.06 (13) (a) This Except as provided in par. (b), this section shall become
effective on the same date as dbes s. 632.43.

(¢) The provisions of this section shall supersede all provisions of law

inconsistent or in conflict therewith.

History: 1973 c. 303; 1977 c. 153 ss. 2, 4, 6; 1977 ¢. 273; 1977 c. 339 ss. 17, 44; Stats. 1977 5. 623.06; 1979 c. 110 5. 60 (13); 1981 ¢. 307 ss. 1x to 6, 13; 1989 a, 56; 1993
a. 490; 1995 a. 396; 1999 . 85; 2001 a. 103; 2011 2. 257.

SECTION 20. 623.06 (9) of the statutes is created to read:

623.06 (9) (a) For policies and contracts issued on or after the operative date
of the valuation manual, the standard prescribed in the ﬁyluation manual is the
minimum standard of valuation required under sub. (1f) (b), except as providéd in
pars. (e)gnd (é/).

wNoTE: I added “and contracts” in the paragraph above. Okay?

(b) The operative date of the valuation manual is January 1 of the first calendar
year beginning after the first July 1 as of which all of the following have occurred:

1. The valuation manual has been adopted by the National Association of
Insurance Commissioners by an affirmative vote of at least 42 members, or
three—fourths of the members voting, whichever is greater.

2. The standard valuation law, as amended by the National Association of
Insurance Commissioners in 2009, or legislation including substantially similar
terms and provisions, has been enacted by states representing more than 75 percent

of the direct premiums written as reported in all of the following annual statements

submitted for 2008:
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SECTION 20
a. Life, accident, and health annual statements. o
e AP ey
b. Health annual statements. “(

¢. Fraternal annual statements.

+#++NOTE: How does thlS work? Do you l 1 three types of annual statements
for each state?

3. The standard valuation law, as amended by the National Association of
Insurance Commissioners in 2009, or legislation including substantially simila!/r/
terms and provisions, has been enacted by at least 42 of the following 55
jurisdictions:

a. The 50 states of the United States.

b. American Samoa.

¢. The American Virgin Islands

d. The District of Columbia.

e. Guam.

f. Puerto Rico.

(¢) Unless a change in the valuation manual specifies a later effective date,
changes to the valuation manual shall be effective on the first January 1 after the
date when such changes have been adopted by the National Association of Insurance
Commissioners by an affirmative vote representing all of the following:

1. At least three—fourths of the members of the National Association of
Insurance Commissioners voting, but not less than a majority of the total
membership.

2. Members of the National Association of Insurance Commissioners

representing jurisdictions with more than 75 percent of the direct premiums written
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SECTION 20

as reported in all of the following annual statements most recently available before
v’
the vote under subd. 1.:
a. Life, accident, and health annual statements.

b. Health annual statements.

¢. Fraternal annual statements.

#3+NOTE: How does this work? Do youl

< ap(all three types of annual statements
for each jurisdiction? Is a jurisdiction a state? {

(d) The valuation manual must specify all of the following:

1. Minimum valuation standards for and definitions of the policies and
v’
contracts subject to sub. (1f) (b). The minimum valuation standards shall be all of

the following:

a. The commissioner’s reserve valuation method for life insurance contracts,
v’
other than annuity contracts, subject to sub. (1f) (b).

#*NOTE: Have I correctly placed the commas?

b. The commissioner’s annuity reserve valuation method for annuity contracts
e
subject to sub. (1f) (b).

#NOTE: Do the two provisions above refer to the Wisconsin commissioner? Other

references to “commissioners” in the section have no apostrophe.
P
M

¢. Minimum reserves for all other policies and contracts subject to sub. (1f) (b).
2. Which policies or contracts, or types of policies or contracts, are subject to the
v

requirements of a principle—based valuation in sub. (10) (a) and the minimum

valuation standards consistent with those requirements.

#++NOTE: Previously this read “contracts that are subject to...” I removed “that.”
Is this correct?

3. For policies and contracts subject to a principle—based valuation under sub.

(10), all of the following:
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a. Requirements for the format of reports to the commissioner under sub. (10)
(b) 3., which shall include information necessary to determine if the valuation is

appropriate and in compliance with this section.

+#+:NOTE: What does “which” refer to? Is it the requirements, the format, or the
reports?

b. Assumptions shall be prescribed for risks over which the insurance company

does not have significant control or influence.
—

#NOTE: All of these provisions should follow from par. (d) (intro.), i.e., something
that must be specified in the valuation manual. This one does not. How should it read?’

c. Procedures for corporate governance and oversight of the actuarial function
and a process for appropriate waiver or modification of such procedurés.

4. For policies not subject to a principle-~based valuation under sub. (10), the
minimum valuation standard shall be the greater of the following:

a. Reserves that are consistent with the minimum standard of valuation before
the operative date of the valuation manual.

b. Reserves that quantify the benefits, guarantees, and funding associated with
the contracts and their risks at a level of conservatism that reflects conditions that
include unfavorable events that have a reasonable probability of occurring. This
does not preclude, for policies with significant tail risk, reflecting in the reserve

conditions appropriately adverse to quantify that tail risk.

#+NOTE: I'm having difficulty understanding the last sentence. Does “to quantify”
mean “to enable quantifying”? If so, I think that might help.

+++NOTE: Subdivision 4. above also does not follow from par. (d) (intro.). Could it
say, “The minimum valuation standard for policies not subject to ...., which minimum
valuation standard shall be the greater of ....”? Ifit cannot be reworded, it will have to
come out of the list in par. (d).

5. Other requirements, including those relating to reserve methods, models for

measuring risk, generation of economic scenarios, assumptions, margins, use of
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insurance company experience, risk measurement, disclosure, certifications,
reports, actuarial opinions and memoranda, transition rules;flnd internal controls.

6. The data and form of the data required under sub. (11) and to whom the data
must be submitted. The valuation manual may specify other related requirements,
including data analyses and reporting of analyses.

(e) In the absence of a specific valuation requirement, or if a specific valuation
requirement in the valuation manual is not, in the opinion of the commissioner, in
compliance with this section, the insurance company shall, with respect to such
requirements, comply with minimum valuation standards préscribed by the
commissioner by rule. |

+++NOTE: I changed “by regulation” t;) “by rule.”

(f) The commissioner may engage a qualified actuary, at the expense of the
insurance company, to perform an actuarial examination of the company and opine
on the appropriateness of any reserve assumption or method used by the company,
or to ?view and opine on a company’s compliance with any requirement in this
section. The commissioner may rely on the opinion, regarding provisions in this

L
section, of a qualified actuary engaged by the commissioner of another state or

v
district or territory of the United States. As used in this paragraph, the term

“engage” includes both “employ” and “contract with.”

(g) The commissioner may require an insurance company to make any change

to an assumption or method that, in the opinion of the commissioner, is necessary to
v

comply with the requirements of the valuation manual or this section. An insurance

company shall adjust the reserves as required by the commissioner. The

v’
comm}ssioner may take any disciplinary action permitted under ss. 601.41&4) and
601.64.
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(h) 1. The commissioner may exempt specific product forms or product lines of
a domestic company that is licensed and doing business only in Wisconsin from the
requirements of this subsecti(;;lr if all of the following are satisfied:

a. The commissioner has issued an exemption in writing to the company and
has not subsequently revoked the exemption in writing.

b. The company computes reserves using assumptions and methods used
before the operative date of the valuation manual in addition to any requirements
established by the commissioner and promulgated by rule.

2. For policy forms and prodggt lines for which a company is granted an

g P T
exemption under subd. i/., subs. (1f) (a), (1m), and (2)%0 (73/apply, and any reference

to the valuation manual does not apply.

++*NOTE: This paragraph was sub. (13) in the submitted draft. Because ibcreates

\—’f? an exemption from sub. (9), I thought it was more appropr/%te to place it in sub. (9).

12
14
15

16
17
18
19
20

21

()

SECTION 21. 623.06 (10) of the statutes is created to read:

623.06 (10) (a) é&n insurer must establish reserves for policies and contracts as
specified in the valuation manual using a principle-based valuation that does all of
the following:

#++NOTE: Is how I have reworded the intro. acceptable? (What follows the intro.
are not really conditions.)

1. Quantifies the benefits, guarantees, and funding associated with the
contracts and their risks at a level of conservatism that reflects conditions that
include unfavorable events that have a reasonable probability of occurring during
the lifetime of the contracts. For polices or contracts with significant tail risk, the
principle-based valuation should reflect conditions appropriately adverse to
quantify the tail risk.

#+NOTE: As before, does “to quantify” mean “to enable quantifying”?
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SecTION 21

2. Incorporates assumptions, risk analysis methods and financial models, and
management techniques that are consistent with, but not necessarily identical with,
those used within the company’s overall risk assessment process, while recognizing
potential differences in financial reporting structures and any prescribed
assumptions or methods.

3. Incorporates assumptions that are derived in one of the following ways:

a. The assumption is prescribed in the valuation manual.

b. For an assumption that is not prescribed in the valuation manual, the
assumption is established using the compyany’s available experience to the extent it
is relevant and statistically credible. To the extent that company data is not
available, relevant, or statistically credible, the assumption is established using
other relevant, statistically credible experience.

4. Provides margins for uncertainty, including adverse deviation and
estimation error, such that the greater the uncertainty the larger the margin and
resulting reserve.

(b) A company using a ginciple—based valuation for one or more policies or
contracts subject to this section as specified in the valuation manual shall do all of
the following:

1. Establish procedures for corporate governance and oversight of the actuarial
valuation function consistent with those described in the valuation manual.

2. Provide to the commissioner and the board of directors an annual
certification of the effectiveness of the iﬁternal controls with respect to the
principle-based valuation. The internal controls shall be designed to ensure that all
material risks inherent in the liabilities and aséociated assets subject to the

valuation are included in the valuation and that valuations are made in accordance
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SECTION 21

with the valuation manual. The certification shall be based on the controls in place
as of the end of the preceding calendar year.
. 3. Develop, and file with the commissioner upon request, a principle-based

valuation report that complies with standards prescribed in the valuation manual.

‘(c) A principle-based valuation may include a prescribed formulaii reserve
component.

SECTION 22. 623.06 (11) of the statutes is created to read:

623.06 (11) A company shall submit mortality, morbidity, policyholder

behavior, or expense experience and other data as prescribed in the valuation

manual.

#+NOTE: Do all of the words before “experience” modify “experience”?

SECTION 23. 623.06 (12) of the statutes is created to read:
v
623.06 (12) (a) For purposes of par. (b), all of the following are confidential
information: .
v
##+NOTE: Is the requirement under par. (b) the sole purpose for defining

“confidential information”? Alternatively, do you just want to specify what is
confidential?

1. A memorandum in support of an opinion submitted ﬁnder sub. (lr;) or (Lir)
and any other documents, materials, or other information, including all working
papers and copies of working papers, created, produced, or obtained by or disclosed
to the commissioner or any other person in connection with the memorandum.

2. All documents, materials, and other information, including all working
papers and copies of working papers, created, produced, or obtained by or disclosed
to the commissioner or any other person in the course of an examination made under

v
sub. (9) (f), except that if an examination report or other material prepared in
v v

connection with an examination made under ss. 601.43 and 601.44 is not held as
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SECTION 23
v’

private and confidential information under s. 601.465 (1m) (b), an examination
report or other material prepared in connection with an examination made under
sub. (9) (f%s not confidential information to the same extent as if the examination
report or other material had been prepared under ss. 601.43V;1nd 60114.

3. Any reports, documents, materials, or other information developed by a
company in support of, or in connection with, an annual certification by the company
under sub. (10) (V;) 2. evaluating the effectiveness of the company’s internal controls
with respect to a principle-based valuation and any other documents, materials, or
other information, including all working papers and copies of working papers,
created, produced, or obtained by or disclosed to the commissioner or any other
person in conhection with the reports, documents, materials, and other information.

4. Any principle—based valuation report developed under sub. (10) (g) 3. and
any other documents, materials, or other information, including all working papers
and copies of working papers, created, produced, or obtained by or disclosed to the
commissioner or any other person in connection with the report.

5; a. In this subdivisioln/, “experience data” means any documents, materials,
data, or other information submitted by a company under sub. (1:;, and “experience
materials” means ....

b. Experience data, and any other documents, materials, data, or other
information, including all working papers and copies of working papers, created or
produced in connection with experience data, that include any potentially
company-identifying or personally identifiable information and that is provided to

or obtained by the commissioner and any other documents, materials, data, or other

information, including all working papers and copies of working papers, created,
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SECTION 23

produced, or obtained by or disclosed to the commissioner or any other person in

connection with the experience materials.

+#+*NOTE: I couldn’t tell how you were defining “experience materials.” This seems
overly complicated. Is there any way to simplify?

o
(b) Confidential information under this subsection is required to be provide

e L
to the commissioner under s. 601.42 and shall be kept confidential under s. 601.465.
SECTION 24. 623.06 (13) (b) of the statutes is ‘Ereated to read:
623.06 (13) (b) Any provision in this section that references the valuation
manual shall become effective on the operative date of the valuation manual.
SECTION 25. 628.07 of the statutes is amended to read:

628.07 Licensing of nonresidents. The commissioner may shall waive the

any examination requirement of an-examination for a nonresident applicant under
s. 628.04 if the jurisdietion—of the applicant’s residence-has—imposed—upon—the

enforced-them-with-comparable rigor home state or state of residence has issued the
applicant a license for which the qualifications are equivalent to the qualifications

for a license issued by this state and if that license is in good standing at the time of

application.

History: 1975c¢. 371, 421.

SECTION 26. 628.10 (2) (a) of the statutes is amended to read:

628.10 (2) (a) For failure to comply with continuing education or annual
training requirements. The license of any intermediary or individual navigator who
fails to produce evidence of compliance with continuing education standards set by
the commissioner or with annual training requirements is revoked, effective on the

date on which the evidence of compliance is due. At least 60 days before that date,

the commissioner shall send by 1st-class-mail to-the intermediary’s-or navigator’s
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SECTION 26

address-that-is—on—file-with the commissioner notiee notify the intermediary or
navigator of the date by which the evidence of compliance is due and that the
intermediary’s or navigator’s license will be revoked if the evidence is not received
by that date. An intermediary or navigator whose license is revoked under this

paragraph may have his or her license reinstated, or may be relicensed, as provided

in sub. (5).

History: 1975 c. 371, 421; 1977 c. 363; 1979 c. 102; 1981 c. 38; 1991 a. 214; 1995 a. 27; 1997 a. 191, 237; 1999 a. 9, 30; 2005 a. 387; 2007 a. 20, 169; 2009 a. 180, 342;
2013 a. 20, 36, 173, 276.

SECTION 27. 628.10 (2) (am) of the statutes is amended to read:
628.10 (2) (am) Nonpayment of fees. The license of an intermediary or

individual navigator who fails to pay a fee when due is revoked, effective on the date

on which the fee is due. At least 60 days before that date, the commissioner shall send

commissioner-notice notify the intermediary or navigator of the date by which the
fee is due and that the intermediary’s or navigator’s license will be revoked if timely
payment is not made. An intermediary who is a natural person, or an individual
navigator, whose license is revoked under this paragraph may have his or her license

reinstated, or may be relicensed, as provided in sub. (5).

History: 1975 c. 371, 421; 1977 c. 363; 1979 c. 102; 1981 c. 38; 1991 a. 214; 1995 a. 27; 1997 a. 191, 237; 1999 a. 9, 30; 2005 a. 387; 2007 a. 20, 169; 2009 a. 180, 342;
2013 a. 20, 36, 173, 276.

SECTION 28. 628.347 (1) (a) of the statutes is amended to read:
628.347 (1) (a) “Annuity” means\}é—ﬁxed—er—vaﬁable an annuity that is an
insurance product that is individually solicited, whether the product is classified as

an individual or group annuity.

History: 2003 a. 261; 2007 a. 168; 2009 a. 343; 2011 a. 260.

SECTION 29. 628.347 (4) (¢) of the statutes is amended to read:
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SECTION 29

628.347 (4) (¢) This subsection applies to FINRA broker—dealer sales of
variable-annuities-and-fixed annuities if the suitability and supervision are similar

to those applied to variable annuity sales.

History: 2003 a. 261; 2007 a. 168; 2009 a. 343; 2011 a. 260. _ ) ) o )
#=++NOTE: This provision still makes reference to variable annuities. Is this okay

under these circumstances?

SECTION 30. 628.347 (4m) (b) 3. c. of the statutes is amended to read:
628.347 (4m) (b) 3. ¢. How fixed,—variable;,and-indexed product—specific

annuity contract previsiens features affect consumers.

History: 2003 a. 261; 2007 a. 168; 2009 a. 343; 2011 a. 260,

SECTION 81. 628.81 of the statutes is repealed. v

SECTION 32. 632.43 (6m) (a) 3. of the statutes is renu\mbered 632.43 (6m) (a)
3. (intro.) and amended to read:

632.43 (6m) (a) 3. (intro.) “Nonforfeiture interest rate” means 125% either of

the following:
v

a. For all policies other than those described in subd. 3. b., 125 percent of the

applicable calendar year valuation interest rate under s. 623.06 rounded to the

nearest 0:25% 0.25 percent, but in no case less than 4 percent.

#NOTE: Is this okay or might there be a time after the operative date of the
valuation manual when there is no effective operative date of the valuation manual?

History: 1973 c. 303; 1977 c. 153 s. 1; 1977 ¢. 339 s. 15; Stats. 1977 s. 632.43; 1979 c¢. 110 s. 60 (13); 1981 ¢. 307; 1983 a. 189, 538; 1995 a. 225; 2009 a. 177.

SECTION 33. 632.43 (6m) (a) 3. b. of the statutes is created to read:

632.43 (6m) (a) 3. b. For policies issued on or after the operative date of the
valuation manual, the rate per annum provided in the valuation manual.

SECTION 34. 632.43 (6m) (a) 4m. of the statutes is created to read:

632.43 (6m) (a) 4m. “Operative date of the valuation manual” means the

v

January 1 of the first calendar year that the valuation manual, as defined in s. 623.06
v

(1¢) (h), is effective in accordance with s. 623.06 (9) (b).

/
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SECTION 34

@

+#++NOTE: Should this be the January 1 of the year after the manual is eﬁ'ectlve in o b e
case the manual is effective in the middle of or late in a year? S| .04 ~Haia géwﬂ s 2

i I &m QA e
@me Check this language after doing ch. 623, o A B2 %,rj}é?u
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SECTION 35. 632.43 (6m) (e) 3. f. of the statutes is amended to read:

/// L,,/

- 2 632.43 (6m) (e) 3. f. Any For policies igssued before the operative date of the

valuation manual, any ordinary mortality tables adopted after 1980 by the National

Association of Insurance Commissioners, that are approved by rule adopted by the

substituted for the commissioners 1980 standard ordinary mortality table with or

3
4
5 commissioner for use in determining the minimum nonforfeiture standard, may be
6
7 without 10—year select mortality factors or for the commissioners 1980 extended
8

term insurance table. For policies issued on or after the operative date of the

9 valuation manual, the valuation manual provides the commissioners standard
10 mortality table for use in determining the minimum nonforfeiture standard that
11 may be substituted for the commissioners 1980 standard ordinary mortality table
12 with or without 10-year select mortality factors or for the commissioners 1980
13 extended term insurance table. If the commissioner approves, by rule, any ordinary

14 mortality table adopted by the National Association of Insurance Commissioners for
/16 after the operative date of the valuation manual, then that minimum nonforeiture
-

17 standard supersedes the minimum nonforfeiture standard provided by the valuation

15 use in determining the minimum nonforfeiture standard for policies issued on or
// ‘ L
18 manual.

History: 1973 ¢. 303; 1977 ¢. 153 5. 1; 1977 c. 339 s, 15; Stats. 1977 s. 632.43; 1979 ¢, 110 s. 60 (13); 1981 c. 307; 1983 a. 189, 538; 1995 a. 225; 2009 a. 177.

19 SECTION 36. 632.43 (6m) (e) 3. g. of the statutes is amended to read:

20 632.43 (6m) (e) 3. g. Any For policies issued before the operative date of the

21 valuation manual, any industrial mortality tables adopted after 1980 by the

22 National Association of Insurance Commissioners, that are approved by rule
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SECTION 36
1 adopted by the commissioner for use in determining the minimum nonforfeiture
2 standard, may be substituted for the commissioners 1961 standard industrial
3 mortality table or the commissioners 1961 industrial extended term insurance table.

For policies issued on or after the operative date of the valuation manual, the

valuation manual provides the commissioners standard mortality table for use in

commissioners 1961 standard industrial mortality table or for the commissioners

4
5
6 determining the minimum nonforfeiture standard that may be substituted for the
7
8 1961 industrial extended term insurance table. If the commissioner approves, by
9

rule, any industrial mortality table adopted by the National Association of Insurance

10 Commissioners for use in determining the minimum nonforfeiture standard for

11 olicies issued on or after the operative date of the valuation manual, then that
//12\// minimum nonfore/ltflre standard supersedes the minimum nonforfeiture standard
\‘ 1§ rovided by the valuation manual.

History: 1973 c.303; 1977 c. 153s. 1; 1977 ¢. 339 s, 15; Stats. 1977 . 632.43; 1979 c, 110 s. 60 (13); 1981 ¢. 307; 1983 a. 189, 538; 1995 a. 225; 2009 a. 177.
#+*NOTE: In both this provision and the provision above, I substituted “by rule” for

. “by regulation.” Is rule what is meant?
\js~> Secrion® . RPy L35 0e) X
4

SECTION 37. 635.13 (1){except 635.13 (1) (tltle@of the statutes is renumbered
M

635.13. - - 3%\«
17 SECTION 39. 635.13 (2) of the statutes is repealed.
18 SECTION 40. 655.27 (3) (b) 1. of the statutes is amended to read:
19 1 655.27 (3) (b) 1. The commissioner, after approval by the board of governors,
20 shall by-rule set the fees undér par. (a). The ruleshall provide-that fees may be paid
21 annually or in semiannual or quarterly installments. In addition to the prorated
22 portion Qf the annual fee, semiannual and quarterly installments shall include an

23 amount sufficient to cover interest not earned and administrative costs incurred
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SECTION 40

because the fees were not paid on an annual basis. This paragraph does not impose

liability on the board of governors for payment of any part of a fund deficit.

SECTION 41. 655.27 (3) (b) 2. of the statutes is amended to read:

655.27 (3) (b) 2. With respect to fees paid by physicians, the rule commissioner
shall provide for not more than 4 payment classifications, based upon the amount of
surgery performed and the risk of diagnostic and therapeutic services provided or
procedures performed. |

SECTION 42. 655.27 (3) (b) 2m. of the statutes is amended to read:

655.27 (3) (b) 2m. In addition to the fees and payment classifications described
under subds. 1. and 2., the commissioner, after approval by the board of governors,
may byrule establish a separate payment classification for physicians satisfying s.
655.002 (1) (b) and a separate fee for nurse anesthetists satisfying s. 655.002 (1) (b)
which take into account the loss experience of health care providers for whom
Michigan is a principal place of practice.

SECTION 43. 655.27 (3) (bg) 1. of the statutes is amended to/ read:

655.27 (3) (bg) 1. Every rule-under-par—(b) The commissioner shall provide for

an automatic increase in a health care provider’s fees, except as provided in subd. 2.,
if the loss and expense experience of the fund and other sources with respect to the
health care provider or an employee of the health care provider exceeds either a
number of claims paid threshold or a dolla1;/ volume of claims paid thr\tishold, both as
established in-the-rule by the commissioner. The rule commissioner shall specify
applicable amounts of increase corresponding to the number of claims paid and the

dollar volume of awards in excess of the respective thresholds.

SECTION 44. 655.27 (3) (bg) 2. of the statutes is amended to read:
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SECTION 44

v
655.27 (3) (bg) 2. The rule commissioner shall provide that the automatic

increase does not apply if the board of governors determines that the performance

10
11
12
13
14
15
16
17
18
19
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24

of the injured patients and families compensation fund peer review council in
making recommendations under s. 655.275 (5) (a) adequately addresses the
consideration set forth in par. (a) 2m.

SEcTION 45. 655.27 (3) (br) (intro.) of the statutes is amended to read:

655.27 (3)-(br) Limit on fees. (intro.) Everyrule The commissioner, in setting
fees for a particular fiscal year under par. (b), shall ensure that the fees assessed do
not exceed the greatest of the following:

SECTION 46. 655.27 (3) (bt) of the statutes is created to read:

655.27 (3) (bt) Report to joint committee on finance. Annually, no later than
April 1, the commissioner shall send to the cochairpersons of the joint committee on
finance a report detaili\r/lg the proposed fees set for the next fiscal year under par. (b)
and under s. 655.61 (1). If, within 14 working days after the date that the
commissioner submits the report, the cochairpersons of the committee notify the
commissioner that the committee has scheduled a meeting for the purpose of
reviewing the proposed fees, the commissioner may not impose the fees until the
committee approves the report. If the cochairpersons of the committee do not’notify
the commissioner, the commissioner may impose the proposed fees. In addition to
any other method prescribed by rule for advising health care providers of the amount
of the fees, the commissioner shall post the fees set under par. (b\;/for the next fiscal
year on the office’s Internet site and the director of state courts shall post the fees set
under s. 655.61 (1) for the next fiscal year on the mediation fund’s Internet site.

| SECTION 47. 655.27 (3) (d) of the statutes is amended to read:
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- SECTION 47

655.27 (3) (d) Rudenroteffective; Late establishment or approval of fees. If the
rule-establishing fees under par. (b) deesnot-take-effect-prior-to for any particular
fiscal year are not established by the commissioner, approved by the board of

Vv

governors, or approved under par. (bt) by the joint committee on finance before June

2 of any that fiscal year, the commissioner may elect to collect fees as established for

the previous fiscal year. If the commissioner so elects and the rule fees for that fiscal

year are subsequently takes-effeet established by the commissioner, approved by the
v

board of governors, or approved under par. (bt) by the joint committee on finance, the

balance for the fiscal year shall be collected or refunded or the remaining semiannual
or quarterly installment payments shall be adjusted except the commissioner may
elect not to collect, refund, or adjust for minimal amounts.

SECTION 48. 655.27 (3) (e) of the statutes is amended to read:

655.27 (3) (e) Podiatrist fees. The commissioner, after approval by the board
of governors, may byrule assess fees against podiatrists for the purpose of paying the
fund’s portion of medical malpractice claims and expenses resulting from claims
against podiatrists based on occurrences before July 1, 1986.

SECTION 49. 655.61 (1) of the statutes is amended to read:

655.61 (1) The mediation fund created under s. 655.68 shall be financed from
fees charged to health care providers. The director of state courts shall, by February
1 annually, determine the revenues needed for the operation of the mediation system
during the succeeding fiscal year and inform the board of governors of that amount.
The director of state courts shall also inform the board of governors of the number
of requests for mediation involving each type of health care provider set out in s.

655.002 for the most recent fiscal year for which statistics are available. The board
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SECTION 49
of governors shall; byrule; set fees to charge health care providers at a level sufficient

to provide the necessary revenue.

History: 1985 a. 340; 1989 a. 187 1991 a. 214,

SECTION 50. 655.61 (3) of the statutes\/s created to read:

655.61 (3) If the fees under sub. (1) for any particular fiscal year are not
established by the board of governors or approved by the joint committee on finance
under s. 655.27 (3) (b\{) before June 2 of that fiscal year, the commissioner may elect
to collect fees as established for the previous fiscal year. If the commissioner so elects
and the fees for that fiscal year are subsequently established by thf3/ board of
governors or approved by the joint committee on finance under s. 655.27 (3) (bt), the
balance for the fiscal year shall be collected or refunded, except that the
commissioner may elect not to collect or refund minimal amounts.

(END)
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