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) 

OFFICE OF THE COMMISSIONER OF INSURANCE) 

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS: 

I, Thomas P. Fox, Commissioner of Insuranee and eustodian of the 

offieia1 reeords of said offiee, do hereby eertify that the annexed order 

amending a ru1e re1ating to munieipa1 bond insuranee was issued by this 

offiee on January 27, 1986. 

I further eertify that said e~py has been eompared by me with 

the origina1 on fi1e in this offiee and that the same is a true eopy 

thereof, and of the whole of sueh origina1. 
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IN TESTIMONY WHEREOF, I have 
hereunto subseribed my name in the 
City of Madison, State of Wiseonsin, 
this 27th day of January, 1986. 

~~,!?k 
Thomas P. Fox 
Commissioner of Insuranee 
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:)?~GLAS l.A FOLLETTE 
SEvRETARY OF STATE 

ORDER OF THE COMMISSIONER OF, INSURANCE 
JI\N 2 8 1986 

AMENDING A RULE 
F{evisor of Statutes 

Bureau 

To amend Ins 3.08 (3) (d), (5) (e), and (9) (e) relating to munieipal 

bond insuranee. 

ANALYSIS BY THE COMMISSIONER OF INSURANCE 

The purpose of these amendwents is to elarify and strengthen eertain 

provisions of the existing rule. This rule exelusively applies to munieipal 

bond insurers and would have no effeet on small businesses, as per s. 227.016 

(1). 

The Commissioner amends s. Ins 3.08 (3) (d) to eliminate the 

ineorporation of Federal ineome tax law in the definition of "Munieipal 

bonds." The amendment will allow the rule to be unaffeeted by future ehanges 

in Federal ineome tax law. 

Seetion Ins 3.08 (5) (e) requires that the eumulative net liability 

as defined in seetion Ins 3.08 (3) (e) eannot exeeed the sum of capital and 

surpIus, eontingeney reserve and fifty per eent of the unearned premium. The 
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purpose of this requirement is to establish reasonable limits on the amount of 

risk retained in relation to eertain measures of the insured's finaneial 

strength. As the amount of in foree munieipal bond insuranee increases, the 

insurer's liabilities inerease ineluding the unearned premium. This inerease 

in unearned premium results in an inerease of the maximum allowable limit of 

the eumulative net liability. Therefore, as an insurer's 1iabilities inerease 

so does the maximum amount of eumulative net liab11ity. The amendment of s. 

Ins 3.08 (5) (e) to exelude the unearned premium from this ealeulation will 

allow the establishment of more appropriate levels for the maximum amount of 

eumulative net liability. 

The amendment to s. Ins 3.08 (9) (e) is for the purpose o~ allowing 

the withdrawal of the eontingeney reserve on an ineurred basis rather than on 

the eurrent paid elaim basis. Due to the nature of munieipal bond insuranee 

up to twenty years eould elapse between the notice of default and elaim 

payment. During this period, adequdte ease basis reserves must be maintained 

pursuant to s. Ins 3.08 (7) (e). Sinee the eontingeney reserve is released 

only when elaim payments exeeed 35% of the earned premiums, the insurer must 

maintain both the eontingeney reserve and the ease basis reserve until the 

elaim is paide 

This rule interprets and implements finaneial reporting standards 

under s. 601.42, Stats., standards for aeeounting rules under s. 623.02, 

Stats., and valuation of liabilities under s. 623.04, Stats. 

Pursuant to the authority vested in the Commissioner of Insuranee by 

s. 601.41 (3), Stats., the Commissioner hereby amends a rule implementing and 

interpreting ss. 601.42, 623.02 and 623.04, Stats., as follows: 
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SECTION 1. Ins 3.08 (3) (d) is amended to read: 



(d) ''Munieipal bonds" means seeurities,-±nd:ttd±ng-re'fentte 

ohf±gat±on~,-the-±nterest-on-wh±eh-±s-exempt-from-Federat-±ncome-tax, 

±nefttd±ng-those whieh are issued by or on behalf of or are paid or guaranteed 

EY: 
1. Any state, territory or possession of the United States of America; 

2. Any politieal subdivision of any such state, territory or 

possession; or 

3. Any ageney, authority or eorporate or other instrumentality of any 

one or more of the foregoing, or whieh are guaranteed by any of the foregoingo 

SECTION 2. Ins 3.08 (5) (e) is amended to read: 

(e) A munieipal bond insurer may not have outstanding eumulative net 

liability, under in-foree polieies of munieipal bond insuranee, in an amount 

whieh exeeeds the sum of: 

1. Its capital and surplus, plus 

2. The eontingeney reserve under sub. (9)-pfttS~ 

SECTION 3. Ins 3.08 (9) (e) is amended. to read: 

(e) Subjeet to the approval of the eommissioner, withdrawals may be 

made from the eontingeney reserve in any year in whieh the aetual pa±d 

ineurred losses on munieipal bond insuranee polieies exeeed 35% of the earned 

premiums on munieipal bonds insuranee polieies exeept as provided under 

sub. (12). 

This rule shall beeome effeetive on the first day of the month 

following its publieation in the Wiseonsin Administrative Register as provided 

in s. 227.026 (1) (intro), Stats. 
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Dated at Madison, Wisconsin, this 27th day of January, 1986. 
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" 

Commissioner of Insurance 
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DATE: January 27, 1986 

TO: Gary Poulson 

FROM: M. E. Van Cleave 

J/\N 2 8 1986 

Hevisor of ~)~i~,'iuies 
Buteeu 

Assistant Deputy Commissioner of Insuranee 

SUBJECT: Ins 3.08, Clearinghouse No. 85-177 

Thomas P. Fox 
Commissioner 
(608) 266-3585 

Enelosed are two eopies of an Order of the Comrnissioner of Insuranee amending 
Administrative Rule Ins 3.08, Clearinghouse No. 85-177 relating to munieipal 
bond insuranee. 
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Enelosure 
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