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1 AN ACT to renumber and amend 623.06 (1f) and 623.06 (8); to repeal and

2 recreate 623.06 (1c) and 623.06 (1c) (f); and fo create 623.06 (1f) (b), 623.06
3 (1m) (intro.), 623.06 (1r), 623.06 (8m), 623.06 (9), 623.06 (10), 623.06 (11) and
4 623.06 (12) of the statutes; relating to: standard valuation law.

- /”w; ________ Analysis by the Legislative Reference Bureau o 2/
F Qe (ﬁlis draft shows how s. 623:06 would look after the changes in LRB—2365.

{
\“ P%/
.

— The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
@; (. 623.06 Standard valuationlaw. >~

,, ‘SEcTION 1. 623.06 (1c) of the statutes is repealed and recreated to read: >
@\ <62306(1c) In this section‘; e

5/ 8 (a) “Accident and health insurance contract” means a contract that
g! 9 incorporates morbidity risk and provides protection against economic loss resulting
i% 10 from accident, sickness, or medical conditions and as may be specified in the
11 valuation manual.
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SECTION 1

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

(¢) “Deposit—type contract” means a contract that does not incorporate
mortality or morbidity risks and as may be specified in the valuation manual.

(d) “Law enforcement agency,” “National Association of Insurance

Commissioners,” or “regulatory ageney” includes the employees, agents,
consultants, and contractors of each such entity.
(e) “Life insurance,” “life insurance contract,” “life insurance policy,” or “plan
of life insurance” means a contract that incorporates mortality risk, including
annuity and pure endowment contracts, and as ‘may be specified in the valuation
manual.

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

sub. (9) (b). ﬁ( 1)

by 2015 Wisconsin Act ....

SECTION 2. 623.06 @ (f) of the statutes, a3

(this act), is repealed and recreated to read: D cneatag

623.06 (1@?&) “Operative date of the valuation manual” means the effective

date of thls paragraph [LRB 1nserts date] as determmed under sub (9) (b)

e o SRS

+#++NOTE: The definition of “operative date of the valuation manual” gets repealed @
and recreated on the operative date of the valuation manual so that the revisor can insert
that actual date into the definition.

e

(g) “Principle-based valuation” means a reserve valuation that uses one or
more methods, or one or more assumptiorls, determined by the insurer and that is
required to comply with sub. (10) as specified in the valuation manual.

(h) “Qualified actuary” means an individual who is qualified to sign the

applicable statement of actuarial opinion in accordance with the American academy
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e SECTION 2

of actuaries qualification standards for actuaries signing such statements and who
meets the requirements specified in the valuation manual, if the Vaiuation manual
is in effect, and any other requirements that the commissioner may by rule specify.

(1) “Tail risk” 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.

() “Valuation manual” means the manual of valuation instructions as adopted
by the National Association of Insurance Commissioners under sub. (9) or as
subsequently amended.

SEcTION 3. 623.06 (1f) of the statutes is renumbered 623.06 (1f) (a) and
amended to read:

623.06 (1f) (a) The For policies and contracts issued before 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;except-that-inthe-ease-of an-alien company;

and may certify the

oy

amount of any such reserves, specifying the mortality 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 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
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SECTION 3

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 as if they had been computed in the manner

prescribed by the law of that state or jurisdiction. gﬁp@mﬁ; ¢ “‘g/)

SECTION 4. 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, accident and health
insurance contracts, and deposit—type 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 séction. Subsections (9) and
(10) apply to all policies and contracts issued on or after the operative date of the
valuation manual.

SECTION 5. 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:

e
(a) 1. For each year ending on or after December 31, 1996, every life insurance

/ company doing busines “in~t—his\stamt\ei&§}}ms}’1bmit to the commissioner, with its

e e,

annual statement due by March lygfwthe/"fo’lldWing year, an opﬁﬁon by a qualified

AN
actuary as to whether the reserves and related actuarial items held in support of the

S
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SECTION 5

7

&
policies and contracts specified by the commissioner by rule satisfy fa‘ﬂ of the

7

&

rd
T%\ .éf
&

. a. They are computed appropriately. S

‘*b They are based on assumptions that satisfy contractu/al provisions.

/

\

c. \They are consistent with prior reported amounts/

\

d. They%comply with the applicable laws of this sstate.

hY
K

2. The comrmssmner shall by rule specify yé/;ﬂ the nature of the information

required in the opihipn under subd. 1. and % 1ay by rule require any additional

information that the commissioner detenﬁ{;ines is necessary to the scope of the
%‘k‘
opinion.

~,

(b) 1. Every life insurance é@;\mpany not exempted by rule shall include with the

opinion required under par. (a) tf'fe opmlon of the qualified actuary as to whether the
f

reserves and related actualgfgl items held in support of the policies and contracts

specified by the commiss gner by rule, When ‘considered in light of the assets held by
N
the company with resb{;/ld to the reserves and ré‘lggted actuarial items, including but

not limited to thé investment earnings on the “”‘*@ssets and the considerations

anticipated . received and retained under the ﬁ‘o\iicies and contracts, make
adequate D ision for the company’s obligations under%h\%e policies and contracts,
includibut not limited to the benefits under and expen§é§ associated with the
policies and contracts. The commissioner may by rule provide fgi'\a transition period
fof an insurance company to establish any highef reserves that thea\qualiﬁed actuary

. « . *, . .
determines are necessary to make adequate provision for the companys obligations

under the policies and contracts. N
%,
5,

2. Aninsurance company that is required to submit an opinion undel\'\iubd 1.

shall have prepared by the qualified actuary Who renders the oplmon a

,

\\
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SECTION 5
&
7
/’

memorandum in support of the opinion under subd. 1. The commlssmnef "shall

2 spec1fy by rule the form and content of the memorandum. The msurancg company
3 shall pa:pwde the memorandum to the commissioner, at the commi/s,éioner s request,
4 for his or Ler\ examination. After examination, the commissioﬁir shall return the
5 memorandumé\to the insurance company. The memorandgm shall not be considered
6 a record of the commL§31oner s office. X/ﬁ
7 3. If an insurance company fails to provide @’éﬁpporting memorandum to the
8 commissioner upon request Wlthm the 192 iod specified by rule, or if the
9 commissioner determines that the supportmg memorandum provided by an
10 insurance company fails to meet the S :gndards prescribed by rule or is otherwise
11 unacceptable, the commissioner may retama qualified actuary at the expense of the
12 insurance company to review t. é/fpinion requ1red under subd. 1. and the basis for
13 the opinion and to prepar?/{u;ch supporting mé;ﬁ*gfandum as the commissioner
14 requires.
15 (c¢) The following provisions apply to an opinion requlred under par. (a) or (b):
16 1. The opinign shall apply to all business in force, incﬁiding individual and

™,

17 group health ingurance plans, in form and substance acceptable tox“tkle commissioner
18 as specified Py rule.

19 2. Phe opinion shall be based on standards adopted from time to \iiigne by the

20 actuayial standards board established by the American academy of actuariéxsﬁand on

21 additional standards as the commissioner may by rule prescribe.

,,,1

22 3. In the case of an opinion required to be submitted by a foreign or ali’en

23 company, the commissioner may accept the opinion filed by that company with the\

24 insurance supervisory official of another state if the commissioner determines that
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3

1 \@Ele opinion reasonably meets the requirements applicable to a company/go/miciled

&
x yd

2 in th1s state. | ) f‘”’/
3 (d) Except for fraud or willful misconduct, a qualified actu?yyj}may not be held
4 liable for damages to any person other than the 1nsura'nce company or the
5 commissioner for any act, error, omission, decision or };,6nduct with respect to an
6 opinion required un&ér\%;chis subsection. /g‘j 4
7 (e) The commissio%é;g\ shall specify by ru};,é/gny disciplinary action that the
8 commissioner may take agamstan insurance 'mpany or a qualified actuary related
9 to any of the requirements unde;%ﬁhis sulssection.
10 (f) 1. The commissioner shall kffép conﬁdentml any memorandum in support
11 of, and any other material provi é/;)y an insurance company to the commissioner
12 in connection with, an oi;/r;‘g{ requlredw ﬁg}der this subsection. Any such
13 memorandum or other matérial may not be ma(i:?\public and may not be subject to
14 subpoena except for th /Iil&:pose of defending an actlon seeking damages from any

15 person on account of an act required under this subsectlon or required by a rule

16 authorized or required under this subsection.

17 2. The ¢commissioner may release any such memoranddm or other material

18 with the wyitten consent of the insurance company, or to the Am?éx;ican academy of

X

19 ie§ upon its request if the memorandum or other material x1s required for

5
Y
3

20 profegsional disciplinary proceedings and if the request sets forth prégedures that
\
satisfactory to the commissioner for preserving the conﬁdentialgty of the

21

.‘)L

emorandum or other material. Y

Y

22

kY
\

23 3. A memorandum loses its confidentiality if the insurance company c1tes any

24 portion of the memorandum for marketing purposes or before any governmen,tal
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SECTION 5

agency other than a state insurance department or if the insurance company releases

any portion of the memorandum to the news media. "

SECTION 6. 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,
accident and health insurance contracts, or deposit—type contracts in this state and
that is subject to regulation by the commissioner shall submit to the commissioner,
as prescribed in par. (c), 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,
accideht and health insurance contracts, or deposit—type contracts in this state and
that is subject to regulation by the commissioner, except as exempted in the
valuation 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, including the benefits under and expenses associated with
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SECTION 6

the policies and contracts. The opinion required 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 support each actuarial
opinion.

2. If the insurance company fails to provide a supporting memorandum vat the
request of the commissioner within a peripd specified in the valuation manual, or the
commissioner determines that the supporting memorandum provided by the
insurance company fails to meet the standards preécribed by the valuation manual
or is otherwise unacceptable to the commissioner, the commissioner méy engage a
qualified actuary at the expense of the company to review the opinion 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 valuation
manual and acceptable to the commissioner.

2. The opinion shall be submitted with the annual statemen‘t reflecting the
valuation of such reserve liabilities for each year ending after the operative date of
thé valuation manual.

3. The opinion shall apply to all policies and contracts described in pars. (a) and
(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 any additional standards

prescribed in the valuation manual.



2015 - 2016 Legislature “10 - LRB-2912/P1

PJK:klm
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1 5. With respect to an opinion required to be submitted by a foreign or alien

2 company, the commissioner may accept the opinion filed by that company with the

3 insurance supervisory official of another state if the commissioner determines that

4 the opinion reasonably meets the requirements applicable to a company domiciled
5 in this state.

6 6. Except in cases of fraud or willful misconduct, the appointed actuary shall

7 not be liable for damages to any person, other than the insurance company and the

P
Loy

15 as provided in subs. (2a) and (2m), the minimum standard for the valuation of all Y

S

o “éz PV
4 ,k }9 (9} shall be that provided by the laws in effect immediately prior to such date. Except

@ such policies and contracts issued on or after the effective date of this section

@ before the operative date of the valuation manuai}shall be the commissioners reserve

18 valuation methods defined in subs. (3) to (4m) and (7), with 3.5 percent interest, or
19 in the case of policies and contracts, other than annuity and pure endowment

20 contracts, issued on or after June 19, 1974, and prior to November 8, 1977, 4 percent
@7 interest, and for policies issued on or after November 8, 1977, (g&t before the ogerativzf/

@ 6/@a’ce of the valuation manual)4.5 percent interest and the following tables:

N——

+*NOTE: Where it says “the effective date of this section,” could an actual date be \
h
¥

P

»
o

substituted? Does this change on the operative date of the valuation manual so that all
of the references to policies and contracts issued on or after a particular date need to be
limited by “but before the operative date of the valuation manual,” as I have done? If so,
_the limitation I have added should apply to all of the paragraphs below.

s,

,mnv'“’”mw/
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SECTION 7

A
(Pﬁ’

(a) For all ordinary policies of life insurance issued on the standafﬁ basis,

#
e

excluding any disability and accidental death benefits in thosg,fbolicies, the

&

commissiohers 1941 standard ordinary mortality table for th}ps‘”'é policies issued

!ﬁg
before the operative date of s. 632.43 (6) (b), and the commigsioners 1958 standard

4
ordinary mortality qizl\l;le for those policies issued on or aﬁtﬁer the operative date of s.
Ve

632.43 (6) (b) and befoxre the operative date of s. 632’23 (6m). For any category of
_ )
those policies issued on female risks all modiﬁed,nf{et premiums and present values

referred to in this section may l{(\e calculated aqcordmg to an age not more than 6 years

younger than the actual age of th t\\e msurﬁ,d

/ .
#+:NOTE: Can the actual dates‘be/substituted for the references to the operative
dates of s. 632.43 (6) (b) and (6m)?

(am) For policies under par.ffg) iss}é\d\c\)n or after the operative date of s. 632.43

Vi

(6m): / \\\

#*+:NOTE: Can the agtual date be substituted fo‘l; the reference to the operative date
of 5. 632.43 (6m)? \\'

ﬁa

1. The commlss/}ﬁners 1980 standard ordlnary mortahty table;

2. At the elegtlon of the company for any one or more specified plans of life
insurance, the C@/ mmissioners 1980 standard ordinary mortahty table with 10—year
select mort;/l) y factors; or ‘\

ordinary mortality table adopted after 1980 by the National Association

3
of Insuan?ce Commissioners, that is approved by rule adopted by ’E‘i;;&e commissioner
for uge in determining the minimum standard of valuation for thos;‘g{f)licies.
(b) For all industrial life insurance policies issued on the sta&‘t%grd basis,
excluding any disability and accidental death benefits in those policies,‘e”‘the 1941
standard industrial mortality table for those policies issued before the operative date

of s. 632.43 (6) (c), and for those policies issued on or after the operative datﬁ“exof S.

\
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1 \632 43 (6) (c) the commissioners 1961 standard industrial mortality table;/()fy any
2 1ndustr1al mortality table adopted after 1980 by the National As 01at10n of
3 Insurance Commissioners, that is approved by rule adopted by th;ymmlssmner for
4 use in determmmg the minimum standard of valuation for t;/g licies

****NOTE Can the actual date be substituted for the referen
of s. 632.43 (6) (e)?

™,

¢ to the operative date

',

5 (c) For 1nd1v1dua1\ annu1ty and pure endowent contracts, excluding any
6 disability and accidental death beneﬁts in such p hcles — the 1937 standard annuity
7 mortality table or, at the option of the compaj}g/ie annuity mortality table for 1949,
8 ultimate, or any modification of elther ef tHese tables approved by the commissioner.
9 (d) For group annuity and pure &ngnt contracts, excluding any disability
10 and accidental death benefits in such policie;\x““—ﬁaﬁh‘ the group annuity mortality table
11 for 1951, any modification of sych table approvééxky the commissioner, or, at the
12 option of the company, an of the tables or modiﬁgét;i)ns of tables specified for
13 individual annuity and ptire endowment contracts. \“\\
14 (e) For total an /I{’;manent disability benefits in or sup%l%nentary to ordinary
15 policies or contragts issued on or after January 1, 1966, the t %\bles of Period 2
16 disablement rates and the 1930 to 1950 termination rates of the 195;)daisability study
17 of the society of actuaries, with regard to the type of benefit, or ;‘i‘ay tables of
18 disablemént rates and termination rates adopted after 1980 by the\;\N ational
19 Assocjation of Insurance Commissioners, that are approved by rule adopteaxby the
20 confmissioner for use in determining the minimum standard of valuation for tl'%ose
21 olicies; for policies or contracts issued on or after January 1, 1961 and beg%{e

22 January 1, 1966, either those tables or, at the option of the company, the Class (3‘1

kY
3,

23 disability table (1926); and for policies issued before January 1, 1961, the Class (3) \
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1> \dlsablhty table (1926). Any such table shall, for active lives, be combmed with a

DO

10
11
12
13
14
15
16
17
18
19
20
21
22

e

\ /

mortahty table permitted for calculating the reserves for life i 1nsupance policies.

(f) For accidental death benefits in or supplementary to ol1c1es issued on or

,ié?

after J anuary 1, 1966, the 1959 accidental death benef}ts table or any acmdental
death beneﬁts table adopted after 1980 by the Natlenal Association of Insurance
Commissioners, thaﬁ is approved by rule adopf}ed by the commissioner for use in
determining the m1n1mumxstandard of valuatj 6;1 for those policies; for policies issued
on or after January 1, 1961 and before ;T/a/ﬁuary 1, 1966, either that table or, at the
option of the company, the 1ntercomga1{y double indemnity mortality table; and for
policies issued before January 1, E/éjl the 1ntercompany double indemnity mortality

table. Either table shall be combined Wlth a*mortahty table permitted for calculating

the reserves for life insurarce policies.

surance, life insurance issd"“egki on the substandard basis and

(g) For group li/fj/e/j

s, such tables as may be approved by the commissioner.

other special benﬂe/ﬁ;
(2a) Except as provided in sub. (2m), the minimum standard for the valuation

of all individdal annuity and pure endowment contracts iseﬁed on or after the
operative date of this subsection, as defined in sub. (2b), but before the operative date

of the vdluation manual, and for all annuities and pure endowments }‘)prchased on

urder group annuity and pure endowment contracts, shall be the commissioners
reserve valuation methods defined in subs. (3) to (4m) and the following tables égd

interest rates:

1‘%NO\TE: Does this change on the operative date of the valuation manual so that
e references to annuities and pure endowments issued or purchased on or after a
particular date need to be limited by “but before the operative date of the valuation
manual,” as I have done? If so, the limitation I have added should apply to all of the

4;¢;-Qi\rag‘raphs below. R - o

e

R ——
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/

1 (a) For individual annuity and pure endowment contracts issued prior to”

DN

“November 8, 1977, excluding any disability and accidental death benefits i
coﬁh:acts — the 1971 individual annuity mortality table, or any modificati6n of this

table aﬁ‘p{oved by the commissioner, and 6 percent interest for siggle premium

\ . .
immediate annuity contracts, and 4 percent interest for all other iidividual annuity

&N

and pure endowment contracts.

N
\%\ \

(b) For individual single premium immediate annuity contracts issued on or

< O Ot ok~ W

%,
xs

8 after November 8, 1977, éi“c@luding any disabili’;}?/accidental death benefits in
™

9 those contracts, the 1971 in(i}v%dual annuity mortality table or any individual
10 annuity mortality table adopted afte \\1980 I?A/he National Association of Insurance
11 Commissioners, that is approved by r\ﬁ”ie{adopted by the commissioner for use in
12 determining the minimum standard ofx“?ﬁgluation for those contracts or any
13 modification of either table approved by the co&ﬁggissioner, and 7.5 percent interest.
14 For other individual annuity” and pure endown;éqg contracts issued on or after
15 November 8, 1977, excluding any disability and accia\é{ltal death benefits in those
16 contracts, the 1971 individual annuity mortality table\&v any individual annuity

™,
17 mortality table adopted after 1980 by the National Association of Insurance

18 Commissioners/ that is approved by rule adopted by the comm%ssioner for use in
19 determining’ the minimum standard of valuation for those cO}%tracts, or any
20 modiﬁca on of either table approved by the commissioner, and 5.5 pé& ent interest
21 for sipfgle premium deferred annuity and pure endowment contracts and 4.5 percent

22 inferest for all other individual annuity and pure endowment contracts. \

A

b

23 (c) For all annuities and pure endowments purchased prior to November 8,

24 1977, under group annuity and pure endowment contracts, excluding any dlsablh’gy

and accidental death benefits purchased under such contracts — the 1971 grour\)\\
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&\%\\
1 annulty mortality table, or any modification of this table approved by the
2 commlssmner and 6 percent interest.
3 \(d) For all annuities and pure endowments purchased on or after N ovember 8,
4 1977, under\group annuity and pure endowment contracts, excludlng any disability
5 and acc1dental death benefits in those contracts, the 1971 group annuity mortality
6 table or any group annulty mortality table adopted after 1980 by the National
7 Association of Insurance Commissioners, that is approved by rule adopted by the
8 commissioner for use in de:ermlnlng the m1n1mum standard of valuation for those
9 annuities and pure endowment;, or any modlﬁcatlon of either table approved by the
10 commissioner, and 7.5 percent 1nte’;es
11 (2b) After June 19, 1974, but before January 1, 1979, any company may file
12 with the commissioner a erttenfnotme of i 1té election to comply with sub. (2a) after
13 a specified date before J anuary 1 1979, which shall be the operative date of sub. (2a)
14 for such company, but a cempany may elect a d1ffe>ent operative date for individual
15 annuity and pure endovrment contracts from that elected for group annuity and pure
16 endowment contracti If a company makes no such elecﬁ(\)n the operative date of
17 sub. (2a) for sughfcompany shall be January 1, 1979
18 (2m) (?f) In this subsection:
19 1. “@ﬁange in fund basis” means a valuation basis under which the interest rate
20 used }o determlne the minimum valuation standard applicable to each change in the
21 fund’ held under an annuity or guaranteed interest contract is the caiaaendar year
22 \ 1uation interest rate for the year of the change in the fund.
23 2. “Guarantee duration” means:
24 a. For life insurance, the maximum number of years the life insurancé, can

remain in force on a basis guaranteed in the policy or under options to converxo

\
\



2

B~ W

© 0 I O O

10
11
12
13
14
15
16
17
18
19
20
21
22
23

2015 - 2016 Legislature -16 - LRB-2912/P1
PJK:kIm ;

SECTION 7 /

”‘l\plans of life insurance with premium rates, nonforfeiture values or both which/are

g;\laranteed in the original policy.

\‘\b For annuities and guaranteed interest contracts with cash’ settlement

N,

options:\the number of years for which the contract guarantees /iﬁ/terest rates in
excess of tlkgalendar year valuation interest rate for life;syfrance policies with a

guarantee durati({n of more than 20 years.
y ,

c. For annuiti\esxand guaranteed interest cont/rfa’é/ts without cash settlement
options, the number of y\ea\rs from the date of issué or date of purchase to the date

annuity or guaranteed interésjg benefits are scheduled to begin.
3. “I” means the applicable‘gglendar ear valuation interest rate determined
N
under par. (c), rounded to the nearest- (/25 percent.

™y

uatfbr_; basis under which the interest rate used
N

to determine the minimum valyation standa;fd for the full duration of the annuity

4. “Issue year basis” means a

N
or guaranteed interest contrdct is the calendar year valuation interest rate for the

year of issue or year of purchase of the annuity or gfi*a\ranteed interest contract.

5. “Moody’s monthly average” means the corporate \1\)\01\1(1 yield monthly average,
as published by Mgody’s Investors Service, Inc. \
| 6. “Plan type A” means a policyholder may: N\

AN
a. Withdraw funds with an adjustment to reflect changes i&nterest rates or

asset valyes since receipt of the funds by the insurance company; %\\

. Withdraw funds without adjustment in installments over 5 yea>s\or more;
c. Withdraw funds as an immediate life annuity; or

d. Not withdraw funds.
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4
/

r::i 7. “Plan type B” means that a policyholder is subject to any of subd. 6. fa b or
2 \\ . d. At the end of the interest rate guarantee, funds may be withdrawn fvvlthout the
3 adlgstment under subd. 6. a. in a single sum or installments over les sﬂthan 5 years.
4 \“8. “Plan type C” means a policyholder may withdraw fugﬂé before the end of
5 the mte\;'\est;, rate guarantee in a single sum or 1nstallmen}c§ gver less than 5 years

. 6 without the\ ﬁdjustment under subd. 6. a. or subJect t a fixed surrender charge
7 stipulated in the contract as a percentage of the fu:/,xd.

8 9. “R” means the. applicable reference intepé[;t rate determined under par. (f).
9 10. “R1” means the lesser of R and 0.09"

10 11. “R2” means the greater of R and’l 6/09

11 12. “W” means the apphca%ie \/ 1ght1ng factor determined under par. (e).

12 (b) Except as provided in p -.\(dz, the formulas under par. (c) shall be used in

13 determining the minimum starfdard fo\;\\tlie valuation of all of the following:

14 1. Life insurance policies issued in a calgndw year on or after the operative date

15 of 5. 632.43 (6m) but befére the operative date ot; the valuation manual.

#+NOTE: Can the actual date be substituted for the reference to the operative date
of s. 632.43 (6m)?/Is the limitation to before the operatn‘ie date of the valuation manual
correct? N
\“a
16 2. Individual annuity and pure endowment contrac\(és issued in a calendar year

17 after 1982 biit before the operative date of the valuation mk‘ak{lual

=+ NOTE: Is the limitation to before the operative date of thk,\valuatmn manual
corpfect? ‘ \

A

kY
18 3. Annuities and pure endowments purchased in a calendar year after 1982 but
19 fore the operative date of the valuation manual under group ar\l}luity and pure
20 endowment contracts.

= NOTE: Is the limitation to before the operative date of the valuation manual
correct?



I
\\"
. -

10
11
12
13
14
15
16
17
18
19
20

2015 — 2016 Legislature - 18 - _ LRB-2912/P1
PJK:klm

SECTION 7

2
4

4. The net increase in a calendar year after 1982 but before the operative ddte

"““\Qf_tlww, in amounts held under guaranteed interest contracts.

##NOTE: Is the limitation to before the operative date of the valuatiog/ﬁlanual
correct? s

(&) 1. For life insurance, I = 0.03 + W (R1 - 0.03) + W/2 ;Réjé— 0.09).

2. For sii;é'lg\premium immediate annuities and for gp%uify benefits involving
life contingencies arlsmg from other annuities with cas /é/;ttlement options and from
guaranteed interest C(;ﬁtp?cts with cash settlement'options, I = 0.03 + W (R - 0.03).

3. Except as provided’\{iqfler subd. 2., for a lere;uities with cash settlement options
and guaranteed interest contr;?itiwith Cf?}(i:tlement options, valued on an issue
year basis and having guarantee (ffiz;%ﬁfns greater than 10 years, I = 0.03 + W (R1
~0.03) W/2 (R2 - 0.09), AN

4. Except as provided und /;/::;d. 2.,?'0{ annuities with cash settlement options

. . x\ . .
and guaranteed interest contracts with cash set:\clement options, valued on an issue

N
year basis and having gwarantee durations not e}}(ggeding 10 years, I = 0.03 + W (R

N
-0.03) N
\
5. For annuities with no cash settlement options and for guaranteed interest

contracts with/no cash settlement options, I = 0.03 + W (Rka'\**—g,;\0.0S).

6. FEdr annuities with cash settlement options and\"guaranteed interest
%\

A\
\

B,

(d) Notwithstanding par. (¢) 1., if the calendar year Valuation‘xiyterest rate

Y
determined under par. (c) 1. differs from the corresponding actual rate for similar
o kY
policies issued in the immediately preceding calendar year by less than 0.51\Qercent,
A\
the calendar year valuation interest rate for those policies is the correspd‘n\ding

Xx
\
5
AN

Y
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e

/

“actual rate for the immediately preceding calendar year. For purli)/@éfes of this

par\;éi‘g»raph the calendar year valuation interest rate for policies issuéﬁ/ in 1980 shall
be detei‘mmed using the reference interest rate for 1979 anc/l/,shall be determined
under this parhgraph for subsequent calendar years notw;;}zstandlng s. 632.43 (6m).
(e) 1. For hf?e rl%surance having a guarantee duration of:
a. Not more tha;f lO years, the weighting faq};(ﬁi is 0.50.
b. More than 10 yearsapd not more than 20 years, the weighting factor is 0.45.
c. More than 20 years, tl?é‘%yyeighting ﬁacfor is 0.35.

e

2. For single premium immed;‘ajge ahnuities and annuity benefits involving life

contingencies arising from other nfi«gities with cash settlement options and

guaranteed interest contracts with cash sétglement options, the weighting factor is

0.80.

\

3. Except as provided in subd. 2., for afﬁguities and guaranteed interest

. . kN .
contracts valued on ary/issue year basis and having a, guarantee duration of:

for/plan type A, 0.50 for plan type B and 0.45 for plan type C.

3
A
4

d. More than 20 years, the weighting factor is 0.45 for plan type A%and 0.35 for

plan types B and C. \
i kN
4. Except as provided in subd. 2., for annuities and guaranteed 1}1$erest
)\
contracts valued on a change in fund basis, the weighting factor is that speéi{ied

\
\
\
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\

1 \ under subd. 3. increased by 0.15 for plan type A, 0.25 for plan type B and 0. 05 for plan

?/
#

2 type C p S

3 5 Except as provided under subd. 2., for annuities and gg}aranteed interest
4 contracts Valued on an issue year basis, other than those Wlt}{no cash settlement
5 optlons, which do not guarantee interest on conmderahgns iecelved more than one
6 year after issue or purch\ase and for annu1t1es and /guaranteed interest contracts
7 valued on a change in f\ng basis which do pot guarantee interest rates on
8 considerations received more\v than 12 mo t’hs beyond the valuation date, the
9

weighting factor is that specified under Sl}bd 3. or 4. increased by 0.05 for plan types
10 A, BandC.

11 () 1. For life insurance, the ference ihterest rate is the lesser of the average
12 over a period of 36 months andfthe average ox(;erxa period of 12 months, ending on
13 June 30 of the calendar year next preceding the yeé;:\ of issue, of Moody’s monthly
14 average. . \\‘*\,\

15 2. For single piglum immediate annuities and for ;nr{ulty benefits involving
16 life contingencies r1s1ng from other annuities with cash settlement options and
17 guaranteed intst contracts with cash settlement options, the \f\e\ference interest
18 rate is the aage over a period of 12 months, ending on June 30 of t}:e\agalendar year
19 of issue ar of purchase, of Moody’s monthly average.

20 . xcept as provided under subd. 2., for annuities with cash settlemen »options
21 and ghiaranteed interest contracts with cash settlement options, vaiued on ar}ﬁ‘iesue
22 yedr basis and having a guarantee duration in excess of 10 years, the reference
23 interest is the lesser of the average over a period of 36 months and the average oveli\
24 a period of 12 months, ending on June 30 of the calendar year of issue or purchase, )

25 of Moody’s monthly average.
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4. Except as provided under subd. 2., for annuities with cash settlen;e“ﬁt options
and guaranteed interest contracts with cash settlement options, v%& on an issue
year ba31s and having a guarantee duration of 10 years or less, tl},e’ reference interest

rate is the average over a period of 12 months, ending on June/é/ of the calendar year

#

of issue or purchase of Moody’s monthly average. f/

5. For annultles with no cash settlement optle})/{ and for guaranteed interest
1\
contracts with no cash settlement options, the re/f/ference interest rate is the average

over a period of 12 monthe, \ndlng on Jun ; /30 of the calendar year of issue or
purchase, of Moody’s monthly aVerage fi

6. Except as provided under subd.zZl for annuities with cash settlement options
and guaranteed interest contracts th cash settlement options, valued on a change
in fund basis, the reference 1ntee/st’1 rate is the average over a period of 12 months,
ending on June 30 of the calendar year of the cha{lge in the fund, of Moody’s monthly
average. 7 AN

4\

(g) If Moody’s mionthly average is no longer \ﬁgblished, or if the national

\
association of insurance commissioners determines that Moody’s monthly average
»,

is no longer a}propriate for the determination of the refe;*ence interest rate, an
alternative méthod for determination of the reference interest ra\te, which is adopted
by the b}aé’nal Association of Insurance Commissioners and am{'oved by rule

adopted by the commissioner, may be substituted. AN

\

(h) A company may elect to value guaranteed interest contracts:\yvith cash

\
s¢ttlement options and annuities with cash settlement options on an issue ye\ar basis

or a change in fund basis. Guaranteed mterest contracts with no cash settlefgent

\

options and other annuities with no cash settlement options must be valued on ap
5,

EY

issue year basis. A\
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)
#+NOTE: Do pars. (e) to (h) above need to be limited in any way to issuance before
the operatlve date of the valuation manual?

3) Ekii‘cept as provided in subs. (4m) and (7), reserves ae"éording to the
commissioners reserve valuation method, for the life 1nsura}10e and endowment

benefits of policies pr0v1d1ng for a uniform amount of i 1nsurance and requiring the
\\ /
payment of uniform premiun‘rs shall be the excess, if an)/ of the present value, at the
7

date of valuation, of such future guaranteed beneﬂtjg provided for by such policies,

over the then present value of any future mgdlﬁed net premiums therefor. The
L

-modified net premiums for any such policy;shall be such uniform percentage of the

N,

respective contract premiums for such beﬁeﬁts \thet the present value, at the date of
issue of the policy, of all such modiﬁeg net premiumg““-s%lall be equal to the sum of the
then present value of such benef;t'é/ provided for by the\ "i)(\{licy and the excess of par.
(a) over par. (b), as follows: / ' \\\\

(a) Anetlevel annua}/émium equal to the present vah;e\%\at the date of issue,

of such benefits provided for after the first policy year, divided by\thxe present value,

at the date of issue,

of an annuity of one per year payable on the first and each
subsequent annivgrsary of such policy on which a premium falls due; pre\(ided, that

such net level ahnual premium shall not exceed the net level annual premiu\ﬁ:;\ on the

19-year prefnium whole life plan for insurance of the same amount at an age oxt‘é year
higher than the age at issue of such policy.

(J8) A net one-year term premium for such benefits provided for in the first

policy year. \

#+NOTE: Does anything in the subsection above (such as issuance of policies or
contracts) need to be limited to before the operative date of the valuation manual?

(3m) (a) In this subsection:
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1. “Assumed ending date” means the first policy anniversary on Wl}ich the sum
Ve

of any endowment benefit and any cash surrender value then av 'i/able is greater

5,

\\ .
than the excess premium.

2. “Excess premium” means the amount by which a gontract premium in the

N
™

first policy i?ﬁexceeds the contract premium in the

provides an endowment benefit or a cash/surrender value or a combination of both
in an amount greater than\the excgss premium, the reserve according to the

commissioners reserve valuati&x ethod as of any policy anniversary occurring on

or before the assumed ending date is the greater of the reserve on that policy
anniversary calculated undey’ sub. (3) and the reserve on that policy anniversary
calculated under sub. (3) stibject to the following computational assumptions:

+#*+NOTE: Is the limitation to before the sRerative date of the valuation manual
correct?

1. The valug defined in sub. (3) (a) is reduced by 15 percent of the amount of

the excess premium.

‘2. All present values of benefits and premiums are determined without

referencg to premiums or benefits provided by the policy aftex the assumed ending

AN

\\\

3. The policy matures on the assumed ending date as an endoevment.

date.

/ 4. The cash surrender value provided on the assumed ending détg is an

endowment benefit.
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(c) In making the comparison under par. (b) the mortality and interest bases
stated in subs. (2) and (2m) shall be used.

4) R%serves according to the commissioners reserve valuation method for the
\

following shall be calculated by a method consistent with the principlesof sub. (3),

except that any :axtra premiums charged because of impairments ¢t special hazards
shall be disregaxxged in the determination of modified net pre

(a) Life ins\lrance policies providing for a varying /amount of insurance or
requiring the pay : ent of varying premiums.

(b) Group a}\nuity and pure endowment c¢ontracts purchased under a
retirement plan or plg of deferred compensation,/established or maintained by an
employer, including a partnership or sole proprietorship, or by an employee
organization, or by both, oth&r than a plan pr?KJiding individual retirement accounts

or individual retirement anmi{gties under séction 408 of the internal revenue code,
as amended.

(c) Disability and accidengieat benefits in all policies and contracts.

. (d) All other benefits, except life insurance and endowment benefits in life
\
insurance policies and benefits pro ided\?y all other annuity and pure endowment

\

N\

,

#++NOTE: Does anything in the subsectioﬁ”above (such as issuance of policies or
contracts) need to be limited to before the operativedate of the valuation manual?

contracts.

~
\,

\
(4m) This subsectioh applies to all annuity and pure endowment contracts

other than group annuity and pure endowment cont}‘gcts purchased under a
retirement plan or plan of deferred compensation, establishéd or maintained by an
employer, including/a partnership or sole proprietorship, or by an employee

organization, or by bf)th, other than a plan providing individual retirement accounts
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or individual retirement annuities under section 408 of the Internal Revenue Code.
Reserves according to the commissioners annuity reserve method for bengﬁtéander
annuity or pufe ndowment contracts, excluding any disability and a el’é;ntal death
benefits in such co Eracts, shall be the greatest of the respecb&xcesses of the
present values, at theaagte of valuation, of the future guarariteed benefits, including

A

guaranteed nonforfeituré\beneﬁts, provided for by sugh contracts at the end of each

5,

respective contract year, ox;ér the present value, at the date of valuation, of any

future valuation considerations derived from future gross considerations, required
by the terms of such contract, that become 175’7/ab1e prior to the end of such respective

efits shall be determined by using the

contract year. The future guaranteed b

mortality table, if any, and the intgrest rate specified in such contracts for

determining guaranteed benefits. The valuation censiderations are the portions of
the respective gross considerations applied under the terms of such contracts to

determine nonforfeiture values./

**NOTE: Does anything in the subsection above (such as issuance of policies or
contracts) need to be limited to before the operative date of the valuation manual?

(5) (a) In no event méy a company’s aggregate reserves for all life insurance

policies, excluding disa]zﬁlity and accidental death benefits, issued on or after the
/

)

/
effective date of this L/c/ection but before the operative date of the valuationnmanual

be less than the aggregate reserves calculated in accordance with the meth

forth in subs. (3) t¢ (4m) and (7) and the mortality table or tables and rate or rates

N

of interest used in calculating nonforfeiture benefits for such policies.

****NOT/&: Can the actual date be substituted for “the effective date of this section?”
Is the limitation to before the operative date of the valuation manual correct?

(b) In no event may a company’s aggregate reserves for all policies, contracts

and benefits be less than the aggregate reserves determined by a qualified actuary
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in an opinion under sub. (1m) (b) 1. to be necessary to make adequate provision for

the company’s obligations under the policies and contracts.

.
##+NOTE: Does anything in the paragraph above (such as issuance o /ﬁlicies or
contracts) need to be limited to before the operative date of the valuatiop'manual?

(6) Reserve\s\for all policies and contracts issued prigr to the effective date of

this subsection but :efore the operative date of the Aaluation manual may be
.

calculated, at the option of the company, according fo any standards that produce

greater aggregate reserves\fqr all such policies/and contracts than the minimum

reserves required by the laws i>1\effect immediately prior to such date. Reserves for

\\

any category of policies, contracts\\qr berefits as established by the commissioner,
issued on or after the effective date of this subsection but before the operative date
of the valuation manual, may be galculated, at the option of the company, according
to any standards that producg greater aggregate reserves for such category than
those calculated according to the minimum standard herein provided, but the rate
or rates of interest used for policies and contracts,\other than annuity and pure
endowment contractg, shall not be higher than the corresponding rate or rates of
interest used in cdlculating any nonforfeiture benefits provided for therein. Any
such company that at any time has adopted any standard of »aluation producing
greater aggregate reserves than those calculated according to\the minimum
standard/herein provided may, with the approval of the commissione adopt any
lower standard of valuatioﬁ, but not lower than the minimum herein provided. For

the purposes of this subsection, holding any additional reserves that a qualified

ag¢tuary, in an opinioh under sub. (1m) (b) 1., determined to be necessary to make\\

H

édequate provision for the company’s obligations under the policies and contracts

shall not be considered the adoption of a higher standard of valuation.

\\
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#+NOTE: Can the actual date be substituted for “the effective date of this
subsection?” Is the limitation to before the operative date of the valuatién manual
“correct?

( \)\ (a) Ifin any contract year the gross premium charged by any life insurance
compan; n any policy or contract is less than the valuation/net premium for the
policy or coh\bpact calculated by the method used in calculdting its reserve but using
the minimum é}\uation standards of mortality and r#te of interest under subs. (2)
and (2m), the minimum reserve required for the/policy or contract shall be the
greater of either the reserve calculated according to the mortality table, rate of
interest, and method actually used for the poli¢y or contract, or the reserve calculated
by the method actually use or the poli¢y or contract but using the minimum
valuation standards of mortality and rate of interest under subs. (2) and (2m) and

replacing the valuation net premium B the actual gross premium in each contract

year for which the valuation net pyémium‘exceeds the actual gross premium.

#+NOTE: Does anything in the paragraph‘above (such as issuance of policies or
contracts) need to be limited t¢'before the operative\date of the valuation manual?

(b) 1. In this paragraph/ “excess premium” means the amount by which a gross
premium in the first policy year exceeds the gross pretium in the 2nd policy year.
2. If a life insurapce policy issued on or after January 1, 1984, but before the

operative date of the/valuation manual provides no comparable benefit in the first

year for an excesg premium and provides an endowment benefib, cash surrender

value or both in/an amount greater than the excess premium, the minimum reserve

at each policy anniversary is the greate‘r of the minimum reserve under subs. (3) to

%
(4) and thé minimum reserve under par. (a). \

#+NOTE: Is the limitation to before the operative date of the valuation manual
orrect?

3. For purposes of par. (a), the method used in calculating the reserve of a policy

nder subd. 2. is specified under subs. (3) to (4).
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(c¢) If a plan of life insurance provides for future determination of premiums

based on recent estimates of future experience available at the time of the

cannot be determmed under subs (3) to (4m) and this’ subsectlon the commissioner

7

o

=
i

shall by rule adopt a method for determlmng he minimum reserves for the plan or

Www_mmm

annuity. A rule adopted underfthls paragraph shall spec1fy a method consistent with

/r

the principles of thls@ectlon and appropriate in relation to the benefits and pattern

of premi/ps‘fgr the plan or annuity.

\\ #++NOTE: Does anything in the paragraph above (such as issuance of policies or
contracts) need to be limited to before the operative date of the valuation manual? P

%M T B

— BRI

SECTION 8. 623.06 (8) of the statutes is renumbered 623.06 (13) and amended

to read:

623.06 (13)
. / . . . .
632-43: The provisions of this section shall supersede all provisions of law /

inconsistent or in conflict therewith.

§ | 14 SECTION 9. 623.06 (8m) of the statutes is created to read:

%i 115 623.06 (8m) For accident and health insurance contracts issued on or after the

o 16 effective date of this subsection .... [LRB inserts date], but before the operative date
17 of the valuation manual, the minimum standard of valuation is the standard adopted
18 by the commissioner by rule. For accident and health insurance contracts issued on
19 or after the operative date of the valuation manual, the standard prescribed in the
20 valuation manual shall be the minimum standard of valuation required under sub.
21 (1) (b).

22 SECTION 10. 623.06 (9) of the statutes is created to read:
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623.06 (9) (a) For policies and contracts issued on or after the operative date
of the valuation manual, the standard prescribed in the valuation manual is the
minimum standard of valuation required under sub. (1f) (b), except as provided in
pars. (e) and (g).

(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:

a. Life, accident, and health annual statements.

b. Health annual statements.

c. Fraternal annual statements.

3. The standard valuation law, as amended by the National Association of
Insurance Commissioners in 2009, 61' legislation including substantially similar
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.

c. The American Virgin Islands.

d. The District of Columbia.
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e. Guam.

f. Puerto Rico.

(c) 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 Cdmmissioners 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
as reported in all of the following annual statements most recently available before
the vote under subd. 1.:

a. Life, accident, and health annual statements.

b. Health annual statements.

¢. Fraternal annual statements.

«+NOTE: Does “jurisdictions” refer to the 55 jurisdictions listed in par. (b) 3.2
Would it be useful to clarify that?

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

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

a. The commissioners reserve valuation method for life insurance contracts,

other than annuity contracts, subject to sub. (1f) (b).
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b. The commissioners annuity reserve valuation method for annuity contracts
subject to sub. (1D (b).

¢. 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
requirements 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 principle—based valuation under sub.
(10), all of the following:

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

b. Requirements regarding the treatment of 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. The minimum valuation standard for policies not subject to a
principle-based valuation under sub. (10), which 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.
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5. Other requirements, including those relating to reserve methods, models for
measuring risk, generation of economic scenarios, assumptions, margins, use of
insurance company experience, risk measurement, disclosure, certifications,
reports, actuarial opinions and memoranda, transition rules,vand 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 prescribed by the
commissioner 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 review and opine on a company’s compliance with any requirement in this
section. The commissioner may rely on the opinion, regarding provisions in this
section, of a qualified actuary engaged by the commissioner of another state or
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
comply with the requirements of the valuation manual or this section. An insurance

company shall adjust the reserves as required by the commissioner. The
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commissioner may take any disciplinary action permitted under ss. 601.41 (4) and
601.64.

(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 subsection 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 product lines for which a company is granted an
exemption under subd. 1., subs. (1f) (a), (1m), and (2) to (7) apply, and any reference
to the valuation manual does not apply.

SECTION 11. 623.06 (10) of the statutes is created to read:

623.06 (10) (a) An 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: Since this will be effective immediately, do we need to say “Beginning on
the operative date of the valuation manual?” Also, does this apply to policies and

E 0 %\ﬁ” “contractd éxistingon that date or only those issued on or after the operative date of the

18
19
20
21
22
23

valuation manual?

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 policies or contracts with significant tail risk, the
principle-based valuation should reflect conditions appropriately adverse to

quantify the tail risk.
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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 deﬁved 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 company’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 principle-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 internal 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 associated assets subject to the

valuation are included in the valuation and that valuations are made in accordance
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1 with the valuation manual. The certification shall be based on the controls in place
2 as of the end of the preceding calendar year.
3 3. Develop, and file with the commissioner upon request, a principle-based
4 valuation report that complies with standards prescribed in the valuation manual.
5 (c) A principle-based valuation may include a prescribed formulaic reserve
6 component. %”‘”M% o e cr%%,ﬁfii@.;@ Aole éb‘“"&“«%@ &;:@ng;ﬁ;»wﬁ@
A N
7 SECTION 12. 623.06 (11) of the statutes is created to read:

@ 623.06 (11) |.A company shall submit mortality, morbidity, policyholder
9 behavior, or expense experience and other datalas prescribed in the valuation
10 manual. o ol M%f%vﬁwwi@

11 SecrIoN 18, 623.06 (12) of the statutes is created to read:

12 623.06 (12) (a) For purposes of pars. (b) and (c), all of the following are
13 confidential information:

14 1. A memorandum in support of an opinion submitted under sub. (1m) or (1r)
15 and any other documents, materials, or other information, including all working
16 papers and copies of working papers, created, produced, or obtained by or disclosed
17 to the commissioner or any other person in connection with the memorandum.

18 2. All documents, materials, and other information, including all working
19 papers and copies of working papers, created, produced, or obtained by or disclosed
20 to the commissioner or any other person in the course of an examination made under
21 sub. (9) (), except that if an examination report or other material prepared in
22 connection with an examination made under ss. 601.43 and 601.44 is not held as

23 private and confidential information under s. 601.465 (1m) (b), an examination
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SEcTION 13
report or other material prepared in connection with an examination made under
sub. (9) () is not confidential information to the same extent as if the examination
report or other material had been prepared under ss. 601.43 and 601.44.

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) (b) 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 connection with the reports, documents, materials, and other information.

4. Any principle-based valuation report developed under sub. (10) (b) 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. Any documents, materials, data, or other information submitted by a
company under sub. (11), and any supporting info‘rmation related to such a

LA B, —|
submission, thatfis provided to or obtainéd by the-commrissioner, to the extent that

Such documents, materials, data, other information, or supporting information /

include potentially company-identifying or personally identifiable information. _

#:NOTE: Doesn’t adding the word “potentially” make just about any 'Wfiﬁtﬁf’“?
materials confidential? It seems a little overbroad. . .

(b) 1. Information described as confidential under par. (a) is confidential and
privileged; is not subject to receipt, inspection, or copying under s. 19.35 (1); is not
subject to subpoena; and is not subject to discovery or admissible in evidence in any

private civil action. The commissioner is authorized to use the confidential
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information in the furtherance of any regulatory or legal action brought against the
company as a part of the commissioner’s official duties.

2. Neither the commissioner nor any person who received confidential
information while acting under the authority of the commissioner may testify in any
private civil action concerning any confidential information.

3. a. In furtherance of the performance of the commissioner’s regulatory duties,
the commissioner may share confidential information with other state, federal, and
international regulatory agencies; the National Association of Insurance

Dorne~ A3} -9
Commissioners and its affiliates and subsidiaries;Fid state, federal, and

international law enforcement agencies.

b. Confidential information may be shared under subd. 3. a. only if the recipient

- agrees, and has the legal authority to agree, to maintain the confidentiality and

privileged status of such documents, materials, data, and other information in the
same manner and to the same extent as required for the commissioner.

¢. The commissioner may receive documents, materials, or other information,
including otherwise confidential and privileged documents, materials, data, or
information from the National Association of Insurance Commissioners and its
affiliates and subsidiaries, from regulatory or law enforcement agencies of other
foreign or domestic jurisdictions, and from the Actuarial Board for Counseling and
Discipline or its successor, and shall maintain as confidential or privileged any
document, material, or other information received with notice or the understanding
that it is confidential or privileged under the laws of the jurisdiction that is the source
of the document, material, or information.

d. The commissioner may enter into agreements governing sharing and use of

information consistent with this subsection.
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e. No waiver of any applicable privilege or claim of confidentiality in the
confidential information shall occur as a result of disclosure of such information or
documents to the commissioner under this subsection or as a result of the
commissioner sharing such information or documents as authorized in this
subsection.

f. A privilege established under the law of any state or jurisdiction that is
substantially similar to the privilege established under this subsection shall be
available and enforced in any proceeding in, and in any court of, this state.

(¢) Notwithstanding par. (b), any confidential information specified in par. (a)
1. and 4. is subject to ail of the following:

1. The confidential information may be subject to subpoena for the purpose of
defending an aqtion seeking damages from the appointed actuary submitting the
related memorandum in support of an opinion submitted under sub. (1m) or (1r) or
the principle~based valuation report developed under sub. (10) (b) 3. by reason of an

action required by this section or rules promulgated under this section.

o #NOTE: Is “subject to subpoena for the purpose of defending an action seeking \
~damages” too limited? Would it be better to say “subject to subpoena in an action seeking
e J] p

/ damages” and leave out the limitation to defending the action?

F , \
*+*NOTE: Does the appointed actuary submit both the memorandum in support of ;i
an opinion and the principle-based valuation report? }}

Tt

2. The confidential information may otherwise be released by the commissioner
with the written consent of the company.

3. If any portion of a memorandum in support of an opinion submitted under
sub. (1m) or (1r) or any portion of the principle—based valuation report developed
under sub. (10) (b) 3. is cited by the company in its marketing, is publicly volunteered

to or before a government agency other than a state insurance department, or is
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released by the company to th.e news media, all portions of such memorandum or
0 | report shall no longer be confidential.
SECTION 14. Nonstatutory provisions.
(1) OPERATIVE DATE OF THE VALUATION MANUAL. As soon as possible after the
- requirements under section 623.06 (9) (b) of the statutes, as created by this act, are
met, the office of the commissioner of insurance shall submit to the legislative
reference bureau for publication in the Wisconsin administrative register a notice

specifying the date that is the operative date of the valuation manual, as provided

in section 623.06 (9) (b) of the statutes, as created by this act.

10 SEcTION 15. Effective dates. This act takes effect on the day after publication,
11 except as follows:
12 (1) OPERATIVE DATE OF VALUATION MANUAL. The repeal and recreation of section

@ 623.0 @ﬂ of the statutes takes effect on the date specified in the notice published
14 in the Wisconsin administrative register under SEctioN 14 (1) of this act.

15 (END)

(V)
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INSERT A

This draft is much shorter than the last because it shows only the new and
changed provisions in s. 623.06, as well as the provisions outside of s. 623.06 that are
affected by the changes in s. 623.06.

(END OF INSERT A)

INSERT 1-7
1 SECTION 1. 601.465 (3) (d) of the statutes is created to read:
2 601.465 (3) (d) Any information defined as confidential information under s.
3 623.06 (12)/(a), which is subject only to the confidentiality provisions in s. 623.06 ( {2).
4 SECTION 2. 623.06 (1) of the statutes is created to read:

5 623.06 (1) In this section:

(END OF INSERT 1-7)

INSERT 2-8

##*NOTE: This is the missing definition for “regulatory agency.” When there is
more than one term in a definition, we put the terms in alphabetical order. Thus, “law
enforcement agency” comes first.

(END OF INSERT 2-8)

INSERT 3-10

#+*NOTE: The placement in the bill of the repeal and recreation of this definition
is actually after all of sub. (1) is created.

6 SECTION 3. 623.06 (1c) of the statutes is repealed.

#+NOTE: I created sub. (1) for all the new definitions and repealed sub. (1c) in
current law. Okay?

(END OF INSERT 3-10)

INSERT 4-5

7 NP §yb§ections (2) to (7) apply to all policies and contracts issued before the
'
Gt

8 operative date of the valuation manual.

(END OF INSERT 4-5)

INSERT 4-6

&[/
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«»=NOTE: I was going to create a separate provision that specified which
subsections applied to which policies, but I see that we already have part of that language
at the end of sub. (1f) (b) below (which I think you realized but which I had forgotten
about). Therefore, I added a parallel sentence at the end of this provision. Do the
sentences at the end of these two provisions work for your purposes? See my ***@—@
after sub. (10) (a) (intro.).

(END OF INSERT 4-6)
INSERT 28-13

1 SECTION 4. 623.06 (8) of the statutes is renumbered 623.06 (13) and amended

2 to read:
3 623.06 (13) This Except for subs. (1), (1f) (b), (1r), and (8m) to (12), this section
4 shall become effective on the same date as does s. 632.43. The provisions of this

5 section shall supersede all provisions of law inconsistent or in conflict therewith.

a.490; 1995 a. 396; 1999 2. 85; 2001 a. 103; 2011 2.257. ) O
#+NOTE: If you think it is necessary, we could specifiy that the excepted provisions

become effective on the effective date of the act, which date would then be inserted into
the statutes. We normally don’t do this, however.

%tory: 1973 ¢. 303; 1977 ¢. 153 ss. 2, 4, 6; 1977 c. 273; 1977 c. 339 ss. 17, 44; Stats. 1977 5. 623.06; 1979 ¢. 110 5. 60 (13); 1981 ¢. 307 ss. Ix to 6, 13; 1989 a. 56; 1993

(END OF INSERT 28-13)

INSERT 36-17

G

WO includes any potentially company-identifying or personally identifiable

6
@ information and that is provided to or obtained by the commissionef{?énd any other
8 documents, materials, data, or other information, including all working papers and
9

copies of working papers, created, produced,/é@btained bQ)\or @isclosed t(;>the
, o~ s
10 commissioner or any other person in connection with the experience materials.

#++NOTE: I've reworked this subdivision so that it combines language from both
versions. The first part is from the second version and the second part, which Connie
O’Connell was concerned about leaving out, is from the first version. I'm assuming that,
in the first part, “documents, materials, data, or other information submitted by a
company under sub. (11)” is more or less referring to “experience data” and “any
supporting information related to such a submission” is more or less referring to “all
working papers and copies of working papers, created or produced in connection with
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experience data.” Let me know if you think I've left anything out that should be explicitly
included.

(END OF INSERT 36-17)

INSERT 87-9

(x

“ the Actuariél Board for Counseling and Discipline or its successor, in the case
of confidential information under par. (g) 1. and Zi only, upon request stating that the
confidential information is required for the purposes of professional disciplinary
proceedings;

(END OF INSERT 37-9)
INSERT 39-2

SECTION 5. 631.95 (3) (a) of the statutes is amended to read:

631.95 (3) (a) Disability insurance. In establishing premiums for an individual
or group disability insurance policy or a certificate of group disability insurance, an
insﬁrer may inquire about a person’s existing medical condition and, based on the
opinion of a qualified actuary, as defined in s. 623.06 (1e) (1) (h), use information
related to a person’s existing medical condition, regardless of whether that condition

is or may have been caused by abuse or domestic abuse.

History: 1999 a. 95.

SECTION 6. 632.89 (3¢) (b) of the statutes is amended to read:

632.89 (3¢) (b) A cost increase specified under par. (a) may not be determined
until the employer’s group health benefit plan or self-insured health plan has
complied with the requirements under sub. (3) for at least the first 6 months of the
plan year for which the increase is to be determined. The cost increase shall be
determined, and certified, by a qualified actuary, as defined in s. 623.06 (1e) (1) (h).

A copy of the actuary’s determination, and all underlying documentation that the
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actuary relied on in making the determination, shall be filed with and, in accordance
with rules promulgated by the commissioner, retained by the insurer issuing the

group health benefit plan or by the self-insured health plan.

History: 1975 c. 223, 224, 375, 1977 ¢. 203 5. 106; 1979 c. 175, 221; 1981 ¢. 20 5. 2202 (20) (q); 1981 c. 39 ss. 14, 15, 22; 1981 c. 314; 1983 a, 27; 1983 a. 189 s. 329 (5);
1985 a. 29, 176; 1987 a. 195, 403; 1991 a. 39, 250; 1993 a. 27, 270; 1995 a. 27 ss. 7047, 9126 (19); 1997 a. 27; 1999 a. 9; 2003 a. 178; 2007 a. 20 s. 9121 (6) (a); 2009 a. 28,
218.

#=NOTE: These amendments incorporate the new definition for “qualified
actuary.” Let me know if you want to use the old definition for “qualified actuary” instead.

(END OF INSERT 39-2)



DRAFTER’S NOTE . LRB-2912/P2dn
FROM THE . PJK:klm
LEGISLATIVE REFERENCE BUREAU

August 27, 2015

I think we are getting very close. The two aspects that I have concerns about are the
effective date statutory provision in sub. (8) (renumbered to sub. (13)) and the
applicability provisions (sentences at the end of s. 623.06 (1f) (a) and (b)). Both
applicability provisions state what policies and contracts the subsections apply to.
Should those subsections apply to only those policies and contracts? Let me know what
tweaks are needed. Thank you.

Pamela J. Kahler

Senior Legislative Attorney
(608) 266—2682
pam.kahler@legis.wisconsin.gov



Kahler, Pam .

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

Sent: Wednesday, September 02, 2015 12:59 PM

To: Kahler, Pam

Subject: RE: Draft review: LRB -2912/P2 Topic: Mark-up of changes to s. 623.06
Perfect.

J.P. Wieske, FLMI

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

(608) 266-2493

From: Kahler, Pam [mailto:Pam.Kahler@legis.wisconsin.gov]

Sent: Wednesday, September 02, 2015 12:58 PM

To: Wieske, JP - OCI

Subject: RE: Draft review: LRB -2912/P2 Topic: Mark-up of changes to s. 623.06

Unless you have anything else to add, | will make these changes and incorporate the resulting version of s. 623.06 into
LRB-2365.

Pam

From: Wieske, JP - OCl [mailto:JP. Wieske @wisconsin.gov]

Sent: Wednesday, September 02, 2015 12:05 PM

To: Kahler, Pam <Pam.Kahler@legis.wisconsin.gov>

Subject: FW: Draft review: LRB -2912/P2 Topic: Mark-up of changes to s. 623.06

Pam,

Note on p. 3: Change is ok, only thing to note is that by changing the cite from (1c) to (1) it will mess up a cite in our
admin code.

Note on p.4: The change works for OCi.
Note on p.8: The change works for OCL.

Note on p. 10: Jurisdiction does refer to the 55 jurisdictions listed previously. OCl doesn’t think clarification is needed
but not opposed to it. .

Note on p.13: “For policies and contracts issued on or after the operative date of the valuation manual,” should be
added to beginning of 623.06(10)(a).

Note on p. 16: Change is ok with OCI, we can’t speak for the industry.
Note on p. 19: Reference to the new definition of “qualified actuary” is fine.

1P
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From: LRB.Legal [mailto:Irblegal@legis.wisconsin.gov]

Sent: Thursday, August 27, 2015 12:14 PM

To: Wieske, JP - OCI »

Subject: Draft review: LRB -2912/P2 Topic: Mark-up of changes to s. 623.06

Draft Requester: Legislative Reference Bureau

Following is the PDF version of draft LRB -2912/P2 and drafter's note.



