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ORDER OF THE OFFIeE OF mE COMMlSSIONER OF INSUDANCE 

Adopting a llule 

Pursuant to authority vasted in the Commiseloner of lnsurance 
by sectlon 601.41 (3), Wis. Stats., the Commissloner of Insurauce hereby 
adopts a rule as follows: 

Section Ius 15.01 of the Wisconain Admin1strative Code is 
a40pted to read: 

lns 15.01 ExeUlption of watrant, plans. (1) PURPOSE. This 

rule establishes procedures which pravide for exemption from provislons 

of the insurance code under section 600.01 (1) (b) S., Wis. Stats •• of 

warrant1 plans which Mve the characteristics of insurance; while 

providing for the regulation neeessary to proteet the public of 

W1aconain wh1ch may rely upou. these plans. Such exemptions wil1 be 

conditioued upon the subm1ssion of such plaua to the regulatory 

pravisions of this rule, and an appropriate finding by the comm1.ssioner 

under this rule. The need for the rule arises out of the faet that 

the busines. of offering and operating such plans is one for wbich 

it would be impraet1cal in some instances to require 1:otal COUlplianea 

With the iusurance coda, when neeessary upenses and efforts are 

compared with the possib1e benefits of compl1ance. Warranty plans not 

exeepted under subsection (2) nor exempted under sUDsection (3) shall 

be preaumed to be subject to all of the insurance oode. 

(2) EXCEPTIONS. '.this rule does not apply to: <a> a warranty 

plau offered or operated by an insurer authoriaed to transact business 

in this state if the warrant1 plan is part of the 1nsuranee business 

80 authoriaed and subjeet to regulation under the insuranee code; or 
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(b) the provislon of service s under a t»aintenanee services 

contract whieh may include soma repair. and replacements as a part 

of the ma1.nt8lUlllce program if the senices are provided by the entity 

:l.a8ll1ua the cotttract 6Ul.d are not, exeept on 11m1ted oCe4(d,ons. perfo!'Bl.ed 

by out. ide orgadzattons and do not involve the creation of obligatiGu 

by a third party; OI' 

(e) warrant:lea by manufacturers OI' sellers of produett OI' 

by providera of senicea relat:1ng to the quality. metchantabi1ity OI' 

characteriat1cs of the producta 01' aervice., which do not iuvo1ve the 

creation of ob1igatlo .. by third p&rtua. 

(3) EDMPTION. Warranty plans not encompassed in subsection. 

(2) may be exampted from app1icstion of the inlUrenee code. subjeet to 

the teftl$ and enditions of th1.8 tule, and upon a fiadiUS by the 

hSduee co-.t8sionar that.: (a) the warranty plau appears reaaOllab1e 

to the public and to its potential subaeribara; 

(b) the sponsoI' is finanaWly respansible; and 

(e> the advantal.a to the public and the potenttal subaeribars 

of the plut operated in conformity with thia N1e, are suffieient to 

outweigb the value to the pubU.e of requir:l.q the plau to comply with 

tbe entire usuranee coda, when uueasary expensea and eflorts are 

campared with the possible benelita of compliance. 

(4) DUINITIONS. Ca> Warranty plau maau &nY program, however 

dellOminateel. Uvo1v1.ng a warrauty which has the charaeteristics of iaaurance. 

(0) Otler OI' OPerate meana to conduet a warrant, plan as 

a pr1ne:l.pal. 

(e) hU.r' a repJl'esentative :l.s a perIOn who in the course of 

s.1lJ.ng a procluct OI' a serviee oEfera a waRanty p1an for that product 

OI' service. 
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(d) 8pol180r means the p8rson who offers 01' operates a 

warranty plane 8ponsor shall not inelude the dealer. sellel" s 

repreeentat1ve 01' other person through whoa the warranty eontract 

i, tasued unIess such person ha. the primary f1aanc1al obligation 

for performance of the warranty contract. 

(e> SubscribeI' m.eans a peraon to whoa or for whose benef1t 

the wauanty is givene 

(f) WalT.ntl contraot means tbe agreememt pursuant to which . 

the .,on8Or undertaus the Obligatione of the wattattty p1an. 

(5) CERTIFlCATE OF AUTHORITY. No person ottering 01' 

op8r8t1ng 8 warranty plan in this state may have the benef1t of the 

uentption offered by this Nl. ualess sucb plan holds a valU lim1t:ed 

eertif1eate of anthGrity from the comm1ssiouer granted under this rule. 

(6) APPLlCATION. (a) The applieatiou for a limited certtf1cate 

of anthority under this role sball ba in a form speeified by the 

commissioner. It sball contain such relevant information as the 

comm1ss1oner reasonably requires and shall be sigued and acknowledged 

by OI' oa behalf of the sponsar of the warranty plan. 

(b) The applieation shall ba 8ocompanied by a statement 

subm!tt1ng the warranty ,lan to the terms and conditions of this 

rule, a statement naming the comm!sa10l1er &8 agent for service of 

process on the sponsor in action. re1ated ~O its warranty plans, 

seeuritr as eet forth in suheection (7), and the f1l1ng fee under 

,action 601.31 (1) (a), Wis. Stats. 
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(7) S Eotm.ITY .. (a) To coapenaate any person sustaining 

injury due to the failure of the sponsor to perfom its obligations 

undar a watranty contraet as atasult of its !nsolveney, the 

sponsor ahall provide security in one al' a combination of the 

following: 

1. depoait of securities under sectton 601.13, Wis. Stats.; 

2. a bond underwritten by an insurer autheriaed to transaet 

sur.ty business in this .tate; 

3. an. irrevocable letter of credit frota a properlY chartered 

bank acceptahle to the eo~ssioner issued for a term of at least five 

(5) years. with proviston for renewal two years befor. terDlination 

for auccessiva live ,ear terms. 

4. providers' contraets eusuring performance of the warranty 

contracts to be iS8ued. 

(b) Such security shall be no les8 than $50,000 

and the coJDDd.ssl.oner .y reql,lUe this amount to be inareased at any 

time d.pendine upon the aponaor's expoaure to l08s. 

(e) Such security sball Gontiuue irrespeet1ve of any action 

under .ub •• ction (10). Such .ecurity may be continued by order of 

the eo1BlB1aaioner foll.owing the termination of business in this state 

by the 8p088Or Qf a ws,rranty plan for the ped.od xuacassary to 

reasoaabl, proteet 8ubacribera. 

(d) Security .hall be provided in a mann.r whicb perait. the 

commissio~r to act agaiust the aponsor of a varranty plaa as a 

r.pt •• ~tative of its eubsctibers. 

4 



(8) ISSUANCE OF CBRTIFtOATK OF AUTHORITY Ca> The commissioner 

may issUG a limited certlficate ot autharlty under this rula, upon an 

apprapriata findins, if he finds that all requirements of this rule 

have been met" 

(b) Upon lasuanc. of tbe lim1ted certificate of authority 

tbe sponeor shall pay the fee required under section 601.31 (2) (a), 

Wis. Stats. 

(9) UPORTS AND EXAMINAnON; FOIUfS; RATES. (a) The sponaol: 

shall by March 31 of each year sub.it a report to the commissioner 

eifaetiva as of the preceadlns Deeamber 31 whleb sba1l inelude aueh 

re1evant information about the watranty plan as the commissioner shal1 

reasonably require. 

(b) Mcompanylttg the annual report ehall ba the annual 

CQatinuattaQ fee required under section 601.31 (3) (a), Wis. Stats. 

(e) The comm1ssioner may examine any warranty plan granted 

a limited eertificate of authartty under this rule under the procedures 

of seatioua 601.43 to 601.45, Wis. Stata., 

(d) The provlsiana of seetion 631.20. Wis. Statse, .pply to 

warrenty aoner.ets with the added provision that all warranty aontraets, 

applications~ and &dvertistng literature lsBued under the rule ehal1 

contain tha following oaption: CAUTION: THIS WAlUtANTY IS NOT AN 

!NSUltl?D lLAN AND IS StmJJCT ONLY TO LIMITJID REGULATION :BY THE OFFICE 

OF THE COMMlSSIONER OF INSURANCE. 

(e) '.rhe rat.s to be charged by the sponSOI' and any compenutioa 

to be paid to 01' service charge tO ba imposed by sellert. repre.entat!v .. 

for warrenty contracta ehal! ba f1led with the commissioner for apPl'oval 

30 4a1. prior to their elfeetiva datel which period 1I1&Y be extended. up to 

30 add1tional days by wr!tten notice tO the SpottSor before the in1tial 
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period expirea. A f!l1ng not diaapprovad durins the initia! or extendad 

period sball ba d.emad to ba approvad. Ratas aball not be exoesaiva, 

iuada~uate or unfairly diacrtminatory and if determinad to be ao ahell 

ba diaepprovad. 

(f) If the commisaioner finds, alter e heerins, that areta, 

previoualy epproved under perasreph (e). does not aaet the re~uirements 

set out in that paragraph, he shall order that ita use be diacontinued 

for any eontraet issued &fter the data specified in the order. 

(10) SANCTIONS. Ca) A limited certifieate of authority 

previoualy granted under this rule may ba tavoked or suspendad ife 

1. thare is any material misstatament of faet relating to the 

sponsorls ability to conduct a warranty plan in a mannar eousistent with 

the proteQtion of the public and its subscribera in its applieation. 

annual reports, or in conneetion with any examination condueted by the 

commissioner. 

2. the linanciel condition of the warranty plan is such 

that the interests of the public and its subscribers are thteatened 

with imminent and substantial injury; 

3. the ,ponsor violates Wis. Adm. Coda seotion Ius 6.11 (3) 

or (4); 

4. the sponsor, in the operation of its warranty plan in this 

state, violates this rule or any lawlul order of the eommissioner. 

(b) The eommissioner may remove the exemption previously 

granted by this tule as to a partiaulat warranty plau in whole or part 

and make applieable any or all relevant provisions of the insuranee 

eade to such plaD (with the exeeptioB of ehapter 646, Wis. Stats., 

which does not apply in any case). ineludins ebapter 645, Wis. Stats., 

if: 
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1. any of the srounds for suspension 01' revoestion in psragrsph 

<s> are fouad to exist; 

2. the sponsoI' has made any misststement of faet in its 

appl1cation, annual reports al' in eonnectiou with an examination of 

the plan by the eomm1ssloner; 

3. the sponsOl' fsils to pravide in timely fashion the reports 

anet information required 1u1der this rule; 

4. unapproved wsrranty eontraets bave bean uaed in this state; 

5. its finaneial eondition is such that the interests of the 

public and its subscribera may be thteatened with aubetantial iujury; 

6. it ia condueted in auch a manner that the commissioner linda 

it is not 01' may be reasonable expected not to be able to maet its 

obligatlolls fully and on a timely baai.; 01' 

7. thare is a patteru of m1arepre8entat:f.on, fraudulent 01' 

disbaust praeUe.. in the conduct of the plau by the spansor 01' its 

agents. 

(e) !ny .anat:f.ons 1mpoaed by order of the commisstoner sball be 

lUbjaot to review and appeal as pravided by law. 

Dated at Mad;lson. Wisconsm tb:l.s ~ day of _January _' 197'8 • 

. ~~WJl 
rold Il. Wllde 

Commissioner of Insurance 
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