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ORDER OF THE OFFICE OF THE COMMISSIONER OF INSURANCE 

REPEALING, REPEALING AND RECREATING, AMENDING, AND CREATING A RULE 

To repea1 s. Ins 6.73, 14.01, and 16.02 and ch. Ins 12; to repea1 and 

reereate s. Ins 6.13; to amend s. Ins 6.50 (tit1e), (1) and (2), 6.58 (tit1e), 

(1), and (3) (intro.) and (a) 1 and 2, (4) (a), (b), (intro.) and 1 and (5) 

(a) and (b), 6.59 (title), (1), (2), (4) (a) and (e), (5) (a) and (8) (a) to 

(e) and (e) and (9) and to ereate Ins 6.50 (2) (i) to (k), 6.58 (3) (a) 7, 

11.02 (3), 26.04 (2) (e) and ehs. Ins 40, 42, 45, 47, 50, 52, and 55, re1ating 

to finaneia1 standards and reporting by insurers, insuranee ho1ding companies, 

managing general agents, produeers eontrolling insurers, and reinsuranee 

intermediaries. 

ANALYSIS PREPARED BY THE OFFICE OF THE COMMISSIONER OF INSURANCE 

Statutory authority: ss. 601.41 (3), 601.46, 620.03, 620.21, 

620.22, 623.02, 623.03, 623.11, 623.21, 627.23, 628.03, 628.04, 628.49, and 

ch. 617, Stats. 
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Statutes Interpreted: ss. 601.42, 601.43, 601.44, 601.465, 611.66, 

611.67, 611.72, 611.73, 618.21, 618.22, 618.23, 618.26, 628.02, 628.04, and 

ehs. 617 and 645, Stats. 

This rule is promulgated in order to revise the rules whieh regulate 

the finaneial eondition of insurers, to refleet a review of the 

reeommendations of eertain National Association of Insuranee Commissioners 

("NAIC") model aets and regulations, and to eonsolidate and reeodify many of 

the existing finaneial regulation rules. The Office of the Commissioner of 

Insuranee ("Offiee") developed and drafted this rule as part of a 

eomprehensive review of Wiseonsin's laws and rules governing the finaneia1 

eondition of insurers in eonneetion with the NAIC insuranee regulatory 

aeereditation program. The Wiseonsin Office of the Commissioner of Insuranee 

is an aeeredited insuranee department under that program. 

Under the NAIC aeereditation program a state's insuranee department 

may be aeeredited by the NAIC if the state meets requirements regarding 

finaneial regulation laws and rules and if the insuranee department meets 

eomprehensive standards regarding its eapaeity to eonduet, and quality of, its 

finaneial examination and monitoring. The NAIC aeereditation program gives 

reeognition to the competenee of the insuranee departments whieh are 

aeeredited and is intended to encourage the insuranee departments of the 

various states to attain the desired level of competenee. In addition, 

insurers whieh are domieiled in, and under the primary jurisdietion of, an 

aeeredited state insuranee department, such as Wiseonsin's, may be more 

readily lieensed and will be subjeet to less stringent requirements in the 

other states in whieh they operate than would otherwise be the ease. 

The prineipal objeetive of the office in developing this rule was to 

strengthen the finaneial regulation of insurers while at the same time taking 

into eonsideration the reeommendations of the NAIC ineorporated into the 
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accreditation program. For that reason this rule is not a photocopy adoption 

of the NAIC models. 

The rule has significant differences from a number of the NAIC models 

which address the same subject matter. These differences refleet several 

factors: the Wisconsin legislature has followed a policy of delegating broad 

rulemaking and administrative discretion to the Office under general statutory 

standards, rather than prescribing every detail in the statutes, so many of 

the areas addressed by NAIC model laws are dealt with by rule in this state; 

the Office made an effort to imprave the clarity of mu ch of the language 

recommended by the NAIC madeIs; and some of the provisions included in this 

rule are strengthened compared to the NAIC madeIs. This analysis summarizes 

the mare significant differences between this rule and the NAIC madeIs. 

The rule affects the following: 

I. INSURANCE HOLDING COMPANY REGULATION 

A. CHANGES 

Holding companies which control insuranee eompanies and transactions 

whieh benefit affiliates of insuranee eompanies are regulated under S. 611.72 

and ch. 617, Stats. This rule revises the standards adopted under those 

statutes to mare elosely conform to the NAIC Model Insuranee Ho1ding Company 

Aet and Insuranee Holding Company Regulation and to remave obsolete 

provisions. Signifieant changes inelude the following: 

1. Aequisition of domestie insurers. 

a. Persons seeking to aequire control of insurance eompanies 

organized under Wiseonsin law (a "domestic insurer") are required to file 

additional information with the offiee. The form for the filing is speeified 

as "form A," a form recommended by the NAIC. The additional information 

required by the rule is primarily information relating to the funding of, and 

aetivities related to, the acquisition. 
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b. Individuals who are partners in a partnership, or shareholders in 

a corporation, seeking to acquire a domestic insurer, are required to file 

information only if the commissioner specifically requires them to file the 

information. 

c. An acquisition filing must be arnended if any material change 

occurs. 

d. Information contained in an acquisition filing may be kept 

confidential. 

2. Insurance holding company registration. 

a. All cost-sharing arrangements and consolidated tax allocation 

agreements are required to be disclosed in the registration statement which 

holding companies for domestic insurers are required to file annually. 

b. Pledges of stock of a domestic insurer, a subsidiary, or a holding 

companyare required to be disclosed in the registration statement. 

c. An arnended registration statement to report material changes 

during the year is no longer required. Instead these changes must be included 

in an annual filing. The first annual filing is required after December 31, 

1993. 

d. An insurer is stiIl allowed to file on behalf of its holding 

companyand an affiliate insurer, but the rule makes it clear that an omission 

by the filing insurer will constitute a violation by the holding company or 

affiliate even ifit is unaware of the omission. 

3. Standards for intercompany transactions. 

a. Charges, fees, and allocation of revenue and expenses relating to 

intercompany transactions are required to be in accordance with industry 

accounting practices. 
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a. Loans to nonaffiliates are explicitly required to be reported and 

are subject to disapproval by the commissioner if they may indirectly benefit 

an affiliate. 

b. Reinsurance agreements which involve as little as 5~ of a domestic 

insurer's surpIus are required to be reported and are subject to disapproval. 

c. Insurers which are subject to specific orders requiring them to 

maintain certain capital levels are no longer also automatically held to more 

stringent requirements for reporting and obtaining approval of transactions 

with affiliates. The commissioner s'till may require more stringent control by 

specific order. 

5. Other. 

a. Persons attempting to acquire, directly or indirectly, a domestic 

insurer are subjected to the same registration, reporting, and transaction 

approval requirements as are affiliates of the domestic insurers. 

b. An obsolete and superseded provision exempting acquisition of 

domestic insurers from filing and approval requirements under certain 

conditions is deleted. This provision is superseded by s. 611.72, Stats. 

c. An obsolete and superseded provision governing extraordinary 

dividends is deleted. This subject is superseded by ss. 600.03 (19) and 

617.225, Stats. 

B. SIGNIFICANT DIFFERENCES BETWEEN THE RULE AND THE NAIC MODEL 
INSURANCE HOLDING COMPANY SYSTEM ACT AND REGULATION 

1. A more stringent standard is imposed for materiality for the 

purpose of requiring prior reporting and approval of affiliated transactions. 

Generally the model defines materiality for this ~urpose as the lesser of 3~ 

of admitted assets or 25~ of surpIus. The rule generally applies a standard 

of the lesser of 2~ of admitted assets or 10~ of surpIus. 
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2. A group or series of related transactions are treated as a single 

transaction for the purpose of determining materiality. UnIike the model, 

this treatment applies regardless of whether the transactions are purposely 

done as a series of separate transactions to avoid the requirements of the 

rule. 

3. Prior approval is required for any material transaction between a 

domestic insurer and an affiliate which is not in the ordinary course of 

business. 

II. MANAGING GENERAL AGENTS 

A. CHANGES 

Firms or individuals which are managing general agents for domestic 

insurers and licensed nondomestic insurers are currently restricted in the 

functions they perform under ss. 611.67 and 618.22, Stats. Those provisions 

generally prevent an insurer from delegating excessive authority or 

responsibility to the managing general agent, but they do not impose licensing 

requirements or specific standards. The rule, adopted under ss. 611.67, 

618.22, 628.02, 628.04 (5), and 628.49, Stats., adopts the NAIC Model Managing 

General Agents Act as additional specific substantive standards. The new 

provisions only apply to managing general agents that manage a portion of the 

business of an insurer, produce a significant volume of business, and either 

pay claims or negotiate reinsurance for the insurer. 

1. Licensure 

The managing general agents must be licensed in this state if they 

act as a managing general agent with respeet to a risk located in this state 

or represent a domestic insurer. Application and renewal fees in the same 

amount as for insurance agents' licenses are imposed. The licensure 

requirement is effective immediately although a managing general agent may 
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obtain a temporary license effective only through December 31, 1993, without 

taking an examination. 

2. Contract requirements 

The managing general agents are required by the rule to enter into a 

written contract with certain terms included: 

a. Authority for the insurer to terminate for cause and suspend the 

managing general agent. 

b. Monthly financial reportingo 

c. Standards for application of funds. 

d. Recordkeeping requirements. 

e. Restrictions on assignment of the contract. 

f. Underwriting and premium volume restrictions. 

g. Claim management restrictions. 

h. Restrictions on profit sharing. 

i. Limits on authority to bind reinsurance. 

j. Restrictions on appointment of subagents and joint employment of 

the insurer's employes and directors. 

3. Enforeement 

A managing general agent is required by the rule to comply with the 

terms of the required contraet and the contract is enforceable against the 

managing general agent as if it conformed to the rule if it does not have a 

required provision. 

4. Examination 

An insurer is required by the rule to examine its managing general 

agents and annually obtain an actuarial opinion regarding any loss reserves 

the managing general agent sets. 
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An insurer is generally prohibited from delegating authority to a 

managing general agent to bind reinsurance. 

6. Notice to commissioner. 

An insurer is generally required to notify the commissioner of 

appointments or terminations of managing general agents. An insurer is 

required to submit a copy of the managing general agent's contract when it 

gives notice of an appointment of a managing general agent. 

7. Conflicts of interest. 

An insurer is generally prohibited from including any individual 

associated with a managing general agent on its board, unIess the managing 

general agent is a wholly owned subsidiary and the commissioner approves. 

B. SIGNIFICANT DIFFERENCES FROM THE NAIC MODEL MANAGING 
GENERAL AGENT ACT 

1. This ru1e makes a vio1ation of a required managing general agent 

contract a violation of the rule and conforms noncomplying contracts to the 

requirements of the rule. The mode1 does not inc1ude such a provision. 

2. The rule prohibits an insurer from knowingly permitting an person 

to act as a managing general agent for the insurer if the insurer knows the 

person is in violation of the rule. The model does not include a similar 

provision. 

III. PRODUCER CONTROLLED PROPERTX OR CASUALTX INSURER 

A. CHANGES 

Chapter 617, Stats., and ch. Ins 12, Wis. Adm. Code, recodified as 

ch. Ins 40, Wis. Adm. Code, by this rule, currently regulate transactions 

between insurers and their affiliates. Relationships between insurers and 

insurance brokers are also regulated under ss. 611.66, 611.67 and 618.22. 

This rule adopts additional specific standards under ss. 611.67, 617.21 (1) 

(d), and 628.49, Stats. The standards address a particular type of 
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relationship between an insurer and an affiliate: a brokerage arrangement 

where an affiliate which is in the business of placing insurance risks for 

customers (a tlbroker tl ) is a controlling affiliate (tlcontrolling producer tl ) of 

a licensed property or casualty insurer (tlcontrolled insurer tl ). These 

tlcontrolling producers tl are, by this rule, made subject to certain specific 

standards which are not imposed under current law: 

1. Minimum standards 

A controlling producer contract with a controlled insurer is required 

to meet minimum standards, including: 

a. The right of the insurer to terminate and suspend for cause. 

b. Financial reporting and recordkeeping requirements. 

c. Standards for handling of funds. 

d. Underwriting guidelines. 

f. Limits on profit sharing. 

g. Limits on premium volume. 

h. No binding of reinsurance. 

2. Provision for an audit committee. 

A controlled insurer is required to have an audit committee composed 

of independent directors. 

3. Reporting. 

A controlled insurer is required to annually file an independent 

actuarial opinion regarding business placed by a controlling producer and 

information regarding commissions paid to the controlling producer. 

4. Disclosure. 

A controlling producer is required to disclose to a prospective 

insured its relationship to the insurer. 
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Brokers which control captive insurers or risk retention groups, 

which do relatively little business with a controlled insurer, or which are 

captive brokers compensated on a basis other than premium volume, are not 

subject to the rule. 

B. SIGNIFICANT DIFFERENCES FROM THE NAIC MODEL BUSINESS 
TRANSACTED WITH PRODUCER CONTROLLED PROPERTY OR CASUALTY 
INSURER ACT 

This rule makes a violation of a required controlling produeer 

eontraet a violation of the rule and conforms noncomplying contracts to the 

requirements of the rule. The model does not include a similar provision. 

IV. REINSURANCE INTERMEDIARY 

A. CHANGES 

Under current lawand rules reinsuranee intermediaries are not 

lieensed and are not directly regulated. Under this rule reinsuranee brokers 

and managers are required to obtain a reinsuranee intermediary lieense and are 

subjeeted to speeifie standards: 

1. Lieensure. 

Reinsuranee intermediary firms are required to be lieensed as of the 

effeetive date of the rule. A reinsuranee intermediary-broker must be 

lieensed if it places eeded reinsuranee in this state and has an office here, 

or if it does business in this state and has an office outside this state 

unIess it is lieensed under a similar law in another state. A reinsuranee 

intermediary-manager whieh has signifieant authority regarding assumed 

reinsuranee of an insurer and aets as its agent must be lieensed if it aets as 

a reinsuranee intermediary-manager for a domestie insurer, or does business in 

this state with a lieensed nondomestic insurer unIess it is lieensed under a 

similar law in another state. Individuals are not required to be lieensed if 

they are ineluded under the lieense of a reinsuranee intermediary firm. 
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Reinsurance intermediaries are required to pay the same application and 

renewal fees as agents, but are not required to take an examination. 

2. Minimum standards. 

Reinsurance intermediaries are required to obtain authorization or 

enter into a contract which must meet certain standards: 

a. The insurer may terminate a reinsurance intermediary-broker at any 

time without cause or a manager for cause. 

b. Financial reporting, recordkeeping, and examination requirements. 

c. Standards for handling funds. 

d. Disclosure requirements. 

e. Underwriting standards. 

f. Claim reporting and settlement standards. 

g. Limits on profit sharing. 

3. Prohibited conduct and duties of insurers. 

An insurer is required to obtain an annual financial statement from a 

reinsurance intermediary, may not share its employes, and may not authorize 

the broker to bind ceded reinsurance. 

A reinsurance intermediary-broker or manager is prohibited from 

binding cede retrocession reinsurance on behalf of an insurer except under 

very limited circumstances. Reinsurers are required to obtain annual 

financial statements prepared by a ePA firm of their reinsurance 

intermediary-managers and report termination of contracts to the commissioner, 

and are prohibited from appointing individuals associated with the manager to 

their boards. 

B. SIGNIFICANT DIFFERENCES FROM THE NAIC MODEL REINSURANCE 
INTERMEDIARY ACT 

1. Under the mode1 a reinsurance intermediary-broker which has 

authority to bind ceded reinsurance is not subject to the act. This rule 
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applies to such a reinsurance intermediary-broker and prohibits the broker 

from binding ceded reinsurance for the insurer except under very limited 

circumstances. 

2. This rule makes a violation of a required reinsurance intermediary 

contract a violation of the rule and conforms noncomplying contracts to the 

requirements of the rule. The model does not include a similar provision. 

v. ANNUAL AUDITED FINANCIAL STATEMENTS 

A. CHANGES 

Licensed insurers, with limited exceptions, are currently required to 

annually submit audited financial reports and to meet certain standards 

related to those reports. The rule, adopted under s. 601.42 and 601.43, 

Stats., makes severaI changes in the current requirement: 

1. Limited exemption for nondomestic insurers. 

Nondomestic insurers are exempted from the audit-related standards if 

they are subject to similar standards in their domicile state and if they file 

copies of the required reports with the commissioner. The current rule does 

not include such an exemption. 

2. Nature of reports. 

A statement of cash flows is required rather than a statement of 

change in financial position. The notes to the financial statements must 

address the requirements of the NAIC annual statement instructions. Insurers 

may not substitute areport prepared according to general ly accepted 

accounting principles ("GAAP") for the required report prepared in accordance 

with statutory accounting standards. The current rule permits such a 

substitution. A consolidated report is not permitted except under limited 

circumstances and with approval by the commissioner. Under the current rule 

consolidated reports may be submitted but the commissioner mayand does 

require unconsolidated statements from most insurers. 
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3. Timing of the report. This rule requires the audited reports to 

be submitted by June 1, rather than June 30 under the current rule. The rule 

a1so deletes a requirement that town mutual insurers. submit the audited report 

within 30 days of their annua1 meeting. The fi1ing deadlines are changed for 

reports for calendar year 1993 and 1ater. 

4. Qualified auditor. 

The grounds on which the commissioner may find an auditing firm 

unqualified are expanded and insurers are required to notify the commissioner 

within five days after their auditors resign or are dismissed, rather than 

30 days after the successor auditor is selected under the current rule. In 

addition, the accountant partner responsible for the audit of an insurer is 

required to be rotated every seven years for at least a two-year period. 

Auditors are required to include a letter of qualification making certain 

representations with the audited financia1 statements. 

B. SIGNIFICANT DIFFERENCES FROM THE NAIC MODEL RULE REQUIRING ANNUAL 
AUDITED FINANCIAL REPORTS 

The rule exempts an insurer from the audit requirements based on 

premium volume only if the volume is less than $100,000 a year, rather than 

less than $1,000,000 as provided under the model. The exempt insurer must 

a1so have 1ess than 1,000 Wisconsin policyho1ders. 

VI. FINANCIAL STATEMENTS 

The rule codifies financia1 reporting requirements under ss. 601.42, 

601.43, 620.03, 620.21, 620.23, 623.03, 623.04, 623.21, 627.23, and ch. 645, 

Stats., but does not represent a significant change from existing requirements 

under ch. Ins 7, Wis. Adm. Code, or the practice of the commissioner. The 

requirements include annua1 filing of financial statements and actuarial 

certifications and filing with the NAIC. The rule does permit insurers to 
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reeognize salvage or subrogation as an asset if otherwise permitted under the 

annual statement instruetions. 

VII. EXAMINATIONS REOUIRED 

A. CHANGE 

The rules leaves the seope, nature and frequeney of the examination 

of insurers to the judgment of the offiee, but does inelude a direetory 

provision to guide the commissioner that examinations be eondueted every 

five years. After Deeember 31, 1993, the examination reports from insuranee 

departments of other states will be accepted only if the examination is 

eondueted by a NAIC aeeredited state insuranee department or under similar 

eonditions. 

The rule also elarifies that the state open reeord law applies to the 

offiee of the eommissioner of insuranee and that only reeords whieh are 

eonfidential, privileged or may be withheld under that law may be withheld 

from pub1ie inspeetion or subpoena. The rule elarifies the statutory 

privilege whieh applies to examination work papers and investigative material. 

VIII. CREDIT FOR REINSURANCE 

Lieensed insurers may take eredit (dedueted from its liabilities or 

shown as an asset) for eeded reinsuranee for the purpose of determining and 

reporting their finaneial eondition only if the reinsuranee and the reinsurer 

meet standards preseribed under existing lawand rules. This rule, adopted 

under ss. 601.42, 601.43, 620.03, 620.21, 620.22, 623.02, 623.03, 623.04, 

623.21, 627.23, and ehs. 618 and 645, Stats., revises those standards to more 

e10sely eonform to the NAIC Model Credit for Reinsuranee Aet and Credit for 

Reinsuranee Regulation: 

A. CHANGES 

1. As is permitted under the eurrent rule (s. Ins 6.73), if a 

reinsurer has capital and surpIus of at least $3 million and is lieensed in 
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another state, but not Wiseonsin, a lieensed insurer may take eredit for 

reinsuranee eeded to a reinsurer. The rule adds other eonditions: 

a. For a eeding domestie insurer, the reinsurer must either have 

capital and surpIus of at least $20 million and be domieiled in a state whieh 

has standards for eredit for reinsuranee substantially similar to this state 

or the reinsurer must eomply with filing requirements and be aecredited by the 

eommissioner. 

b. For a eeding lieensed nondomestie insurer, the reinsurer must 

have $3 million in capital and surpIus and the eredit must be allowed by the 

insurer's domieillary state. 

2. Lieensed insurers are permitted to take eredit for reinsuranee 

eeded to a reinsurer or group of reinsurers if the reinsurer or group 

establishes a eommon trust to seeure all of the reinsurer's or group's assumed 

reinsuranee with funds equal to all the reinsurer's or group's liabilities 

assumed in the United States and a required amount of trusteed surpIus whieh 

varies from $20 million to $100 million depending on the nature of the 

reinsurers. Under eurrent law a reinsurer must have a separate trust for eaeh 

reinsuranee eontraet. 

3. The rule speeifies in greater detail than under existing law, the 

form of any trust or letter of eredit whieh may be established to seeure a 

speeifie reinsuranee eontraet and permit an insurer to take eredit for the 

eeded reinsuranee regardless of other standards. 

B. SIGNIFICANT DIFFERENCES FROM NAIC MODEL LAW ON CREDIT FOR 
REINSURANCE AND MODEL CREDIT FOR REINSURANCE REGULATION 

The rule eombines into a single ehapter in the rules both the NAIC 

Model Lawand Regulation. Signifieant ehanges were made to improve the 

elarity of these models. Some of the signifieant substantive differenees aie: 
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1. Under the NAIC model Wiseonsin wou1d not regulate whether a 

nondomestie insurer may take eredit for eeded reinsuranee. The drafters of 

the models apparent1y eontemplated that eaeh state wil1 accept the standards 

other states apply to their domestie insurers for permitting the insurer to 

take eredit for reinsuranee, even though they operate as lieensed nondomestie 

insurers outside their state of domieile. The rule does not accept this 

approaeh. Rather, nondomestie insurers may take eredit only under Wiseonsin's 

ru1es, or under the laws of their state of domieile if the reinsurer has at 

least $3 million in capital and surpIus. The eommissioner may affirmatively 

prohibit a nondomestie insurer from taking eredit for reinsuranee. 

2. The rule makes it elear that reinsurer must eontinue to meet all 

the rule's standards, regardless of whether the reinsurer is and eontinues to 

be "aeeredited". The models do not inelude a simi1ar provision. 

3. The rule makes it .elear that a eeding insurer may not take eredit 

for any reinsuranee eeded to a reinsurer whose reinsuranee aeereditation is 

revoked, regardless of when the reinsuranee was ceded. The models do not 

inelude a similar provision •. 

4. The rule makes it elear that the standards for taking eredit for 

reinsurance apply eontinuously and not just for the purpose of the date for 

whieh finaneial statements are prepared. The models do not inelude a similar 

provision. 

5. The rule establishes a presumption that a reinsurer should not be 

aeeredited or reeognized as aeeeptable for eredit taken by a nondomestie 

insurer if the reinsurer has less than $20 million in capital. 

IX. LIFE AND HEALTH REINSURANCE AGREEMENTS 

Under ch. Ins 7, Wis. Adm. Code, a eeding insurer may not take eredit 

for reinsuranee agreements whieh are struetured so they do not truly transfer 

risk, based on the adopted annual statement instruetions. The rule adopts the 
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NAIC Model Life and Health Reinsurance Agreement Act under ss. 601.42, 601.43, 

620.02, 620.21, 620.22, 623.03, 623.04, 623.21, 627.23, and ch. 645, Stats. 

The NAIC model provides detailed criteria for determining whether a 

life or hea1th insurance reinsurance contract transfers risk and accordingly 

whether the ceding insurer may take credit for the reinsurance. 

x. WISCONSIN INSURANCE SECURITY FUND 

The Wisconsin Insurance Security Fund protects Wisconsin residents by 

paying their claims under policies issued by liquidated or insolvent insurance 

companies. This rule requires the Wisconsin Insurance Security Fund to 

annua11y fi1e with the commissioner an audited financia1 statement. The ru1e 

codifies the existing practice of the Wisconsin Insurance Security Fund. 

SECTION 1. Section Ins 6.13 is repealed and recreated to read: 

Ins 6.13 OP EN RECORDS; PRIVILEGED OR CONFIDENTIAL RECORDS. (1) 

Records of the office of the commissioner of insurance are subject to 

subch. II of ch. 19, Stats., and are op en to inspection as required under 

subch. II of ch. 19, Stats. 

(2) The office of the commissioner may withho1d and retain as 

confidential any record which may be withheld and retained as confidential 

under subch. II of ch. 19, Stats., including, but not limited to, arecord 

which may be withheld or which is privileged under any law or the rules of 

evidenee, as attorney-work product under the rules of civil procedure, as 

attorney-client privileged material under s. 905.03, Stats., as a medical 

record under ss. 146.81 to 146.84, Stats., or as privileged under s. 601.465, 

Stats. 

(3) The offiee, under s. 601.465, Stats., may refuse to disclose and 

prevent any person from disclosing, in response to arequest for production, 

deposition, subpoena, or otherwise, information obtained from the National 
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Association of Insuranee Commissioners or another state's insuranee department 

under pledge of eonfidentiality or for the purpose of eondueting an 

investigation or examination or obtained, produeed or ereated in the eourse of 

an inquiry under s. 601.42, Stats., or examination under s. 601.43, Stats. 

This privilege applies to information obtained, produeed or ereated before or 

after the effeetive date of s. 601.465, Stats., and regard1ess of whether an 

inquiry, investigation or examination has been eoneluded, exeept it does not 

apply to a doeument whieh is an adopted examination report. 

SECTION 2. Seetion Ins 6.50 (tit1e), (1) and (2) are amended to read: 

Ins 6.50 (title) KINDS OF INDIVIDUAL INTERMEDIARY OR AGENT LICENSES. 

(1) PURPOSE. This rule sets forth the kinds of individual intermediary-agents 

reinsuranee intermediary and managing general agent lieenses whieh may be 

(2) KINDS OF LlCENSES. The following individual ~Ree~meä~a~y-a~eRe 

lieenses may be issued, eaeh authorizing the solieitation of the kind ep-k~Räs 

of insuranee or the funetion indieated: 

SECTION 3. Seetion Ins 6.50 (2) (i) to (k) are ereated to read: 

Ins 6.50 (2) (i) Reinsuranee intermediary-broker-aetivities only as 

deseribed in ch. lns 47. 

(j) Reinsuranee intermediary-manager-aetivities only as deseribed in 

ch. 47. 

(k) Managing general agent-aetivities as defined in s. Ins 42.01 (3). 

SECTION 4. Seetion Ins 6.58 (title), (1), (3) (intro.) and (3) (a) 1 

and 2 are amended to read: 

Ins 6.58 (title) LlCENSlNG OF CORPORATlONS AND PARTNERSHlPS AS 

lNSURANCE INTERMEDlARlES, RElNSURANCE INTERMEDlARIES, OR MANAGlNG GENERAL 

AGENTS. (s. 628.04, Stats.) (1) PURPOSE. The purpose of this rule is to 

establish proeedures for 1ieensure of eorporations and partnerships as 
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insuranee intermediaries, reinsuranee intermediaries or managing general 

agents. 

(3) PROCEDURE. Applieation for a permanent intermediary lieense~ 

reinsuranee intermediary lieense or managing general agent lieense for a 

eorporation or partnership shall be made on applieation form 11-50 and filed 

with the eommissioner of insuranee. 

S6a6S·r; 

2. Certifieation that the artieles of ineorporation or association 

inelude the intent, in good faith, to do business as an intermediary~ 

reinsuranee intermediary or managing general agent; 

SECTION 5. Seetion Ins 6.58 (3) (a) 7 is ereated to read: 

Ins 6.58 (3) (a) 7 Any bond, policy, designation or information 

required under s Ins. 47.02 (3) or (5). 

SECTION 6. Seetion Ins 6.58 (4) (a), (b) (intro.) and 1, (5) (a) and 

(6) are amended to read: 

Ins 6.58 (4) (a) For partners, direetors or prineipa1 offi eer s who 

are lieensed at the time of applieation under sub. (4) as insuranee 

intermediaries, reinsuranee intermediaries or managing general agents, those 

standards as set in s. Ins 6.59 (5) shall apply in lieu of the standards set 

forth in this seetion. 

(b) (intro.) For partners, direetors or prineipal offieers who are 

not lieensed at the time of applieation under sub. (4) as insurance 

intermediaries, reinsuranee intermediaries or managing general agents, the 

following eriteria may be us ed in assessing trustworthiness and competenee: 

1. Criminal reeord. The eonviction for crimes whieh are 

substantially related to insurance ma~*e6iB~. 
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(5) FEES. (a) Biennially, on or before January I of even numbered 

years, a regulation fee of $10.00 for resident and $30.00 for nonresident 

intermediaries, reinsuranee intermediaries and managing general agents will be 

(6) NOTIFICATION OF CHANGES. Eaeh iRte~meaia~y eorporation or 

partnership lieensed or applying for a lieense shall, within 30 days, notify 

the eommissioner of insuranee in writing of any ehange in its business mailing 

address, loeation of the business reeords, or a ehange in the name and address 

of the designated representative. 

SECTION 7. Seetion Ins 6.59 (title), (1), (2), (4) (a) and (e), (5) 

(a) and (8) (a) to (e) and (e) are amended to read: 

INS 6.59 LICENSING OF INDIVIDUALS AS AGENTS, REINSURANCE 

INTERMEDIARIES, OR MANAGING GENERAL AGENTS. (s. 628.04, Stats.) (1) PURPOSE. 

The purpose of this rule is to establish proeedures for original lieensure and 

lieense enlargement of an individual as an insuranee agent, reinsuranee 

intermediary or managing general agent. 

(2) EXAMINATION. An examination is required of eaeh resident 

applieant for eaeh kind of a~eRt lieense authority listed in s. Ins 6.50k 

exeept a reinsuranee intermediary lieense. Eaeh examination will test the 

applieant's basie knowledge of the kinds of insuranee to be solieited or 

funetion to be performed and the applieant's basie understanding of the 

applieable laws and regulations. 

(4) PROCEDURE. (a) Applieation. Applieation for a permanent agentk 

reinsuranee intermediary or managing general agent lieense or an enlargement 

of authority shall be made on the form speeified by the office of the 

eommissioner of insuranee aRa. The applieation form shall be filed with the 

testing vendort exeept applieants for reinsuranee intermediary lieenses shall 

file the form with the eornrnissioner. The testing vendor shal1 forward a eopy 
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of the applieation to the office of the eommissioner of insuranee. A 

eompleted applieation eonsists of reeeipt by the office of the eommissioner of 

insuranee of the required forms and, if reguired" an original eertifieate of 

prelieensing edueation dated not more than one year prior to the test date or 

an original exemption form, and examination score report. 

(e) Issuanee of lieense. An applieant for an original lieense or a 

lieense enlargement who passes the written examination, if reguired, pays the 

fees, submits a satisfaetory application, submits an original eertificate of 

prelieensing edueation dated not more than one year prior to the test date, 

unIess exempted by s. Ins 26.04 (2), and meets the standards of competenee and 

trustworthiness as deseribed in sub. (5) shall be issued aa-a~eaB s lieense 

for those kinds of authority for whieh the applieant is qualified. 

Determination of the aeeeptanee or rejeetion of a eompleted applieation shall 

be made within 60 business days. 

(5) (a) Criminal reeord. The eonvietion for erimes whieh are 

substantially related to insuranee ma~*eB~a~ or reinsuranee. 

(8) (a) a lieensed nonresident agent, reinsuranee intermediary or 

managing general agent after beeoming a Wiseonsin resident, may retain 

authority under the nonresident agent lieense for a maximum of 60 days, at 

whieh time all authority granted under the nonresident lieense shall eease. 

(b) A licensed resident agent, reinsuranee intermediary or managing 

general agent after becoming a resident of another state, may retain authority 

under the resident a~eaB license for a maximum of 60 days, at which time all 

authority granted under the resident license shall eease. 

(e) If an agent, reinsuranee intermediary or managing general agent 

changes residency status and becomes lieensed under the new status, all 

authority granted by the license issued under the former status shall 

terminate on the date the new lieense is issued. 
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(e) A licensed nonresident agent, reinsurance intermediary or 

managing general agent, after becoming aresident of a state other than 

Wisconsin, may retain a~eRe licensing authority under the nonresident a~eRe 

license for a maximum of 60 days, at which time all authority granted under 

the nonresident license shall cease, unIess a letter of certification from the 

new state of residenee is provided to the commissioner. 

SECTION 8. Section Ins 6.59 (9) is created to read: 

Ins 6.59 (9) Notwithstanding any other provision of this section, an 

applicant for a managing general agent license may file an application with 

the commissioner for a temporary managing general agent license. The temporary 

license may be issued, if the applicant is otherwise qualified, without 

examination. A temporary license issued under this subsection terminates on 

December 31, 1993. 

SECTION 9. Section Ins 6.73 is repealed. 

SECTION 10. Section Ins 11.02 (3) is created to read: 

Ins 11.02 (3) ANNUAL AUDITEO FINANCIAL REPORTS. The board shall 

submit an audited financial report to the commissioner each year not 1ater 

than 120 days after the insuranee security fund's fiscal year. 

SECTION 11. Chapter Ins 12 is repealed. 

SECTION 12. Section Ins 14.01 is repea1ed. 

SECTION 13. Section Ins 16.02 is repealed. 

SECTION 14. Section Ins 26.04 (2) (e) is created to read: 

Ins 26.04 (2) (e) An applicant for a reinsurance 

intermediary-broker, reinsurance intermediary-manager or managing general 

agent limited-line license. 
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SECTION 15. Chapter Ins 40 is created to read: 

CHAPTER 40 

INSURANCE HOLDING COMPANY SYSTEM REGULATION 

SUBCHAPTER I 

INSURANCE HOLDING COMPANY STANDARD S 

Ins 40.01 DEFINITIONS. In this chapter, unIess the context otherwise 

requires: 

(1) "Acquiring person" means each person by whom or on whose behalf a 

merger or other acquisition of control is to be effected. 

(2) "Affiliate" has the meaning provided under s. 600.03 (I), Stats. 

(3) "Commissioner" means the commissioner of insurance of this state, 

the deputy commissioner, or the office of the commissioner of insurance of 

this state, as appropriate. 

(4) "Control" has the meaning provided under s. 600.03 (13), Stats. 

(5) "Executive officer" means chief executive officer, chief 

operating officer, chief financial officer, treasurer, secretary, controller, 

and any other individual performing functions corresponding to those performed 

by one of those positions under whatever title. 

(6) "Insurance holding company system" means 2 or more persons who 

are affiliates, one or more of which is an insurer. 

(7) "Insurer" has the meaning provided under s. 600.03 (2.7), Stats. 

(8) "Policyholder surpIus" means capital and surpIus. 

(9) "Security holder" means a person who owns any security of a 

person, including, but not limited to, common stock, preferred stock, debt 

obligations or any other security convertible into or evidencing the right to 

acquire stock or debt obligations. 

(10) "State of domicile" means the state where an insurer is 

domiciled or, for an alien insurer, its port of entry state. 
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(11) "Subsidiary" of a person means a person which is controlled, 

directly or indirectly through one or more intermediaries, by the first person. 

(12) "Ultimate controlling person" means a person which is not 

controlled by any other person. 

(13) "Voting security" includes, but is not limited to, any security 

convertible into or evidencing a right to acguire a voting security. 

Ins 40.02 ACOUISITION OF CONTROL OF OR MERGER WITH DOMESTIC INSURER. 

(1) FILING REQUIREMENTS. (a) Except as provided under par. (b), no person, 

other than the insurer, may: 

1. Make a tender offer for, reguest or invitation for, tenders of, or 

enter into any agreement to exchange securities for, seek to acguire, or 

acguire, in the open market or otherwise, any voting security of a domestic 

insurer if after the consummation of the offer, reguest, invitation, agreement 

or acguisition, the person would, directly or indirectly, or by conversion or 

by exereise of any right to aeguire, be in eontrol of the insurer; or 

2. Enter into an agreement to merge with or otherwise to aeguire or 

attemptto aeguire control of a domestie insurer or any person having eontrol 

of a domestie insurer. 

(b) A person is not sUbjeet to par. (a), only if: 

1. The person first files the information reguired under sub. (2) 

with the eommissioner and sends a copy of the information to the domestie 

insurer; and 

2. The offer, reguest, invitation, agreement or acguisition has been 

approved by the eommissioner under s. 611.72, 611.73, 612.21, 612.22, 613.72, 

or 614.73, Stats., and s. 617.21, Stats. 

(e) For purposes of this seetion "domestie insurer" ineludes any 

person having control of a domestic insurer. This section does not apply to a 

person who is a securities broker holding, in the usual and customary 
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securities broker's function, less than 20% of the voting securities of an 

insurer or of any person which controIs an insurer. 

(2) CONTENT OF STATEMENT. Exeept as provided under sub. (5), a 

person required to file under sub. (1) shall file the following information, 

using form A in the appendix to this chapter, in a sworn statement: 

(a) For each acquiring person: 

1. The acquiring person's name and addressi 

2. If the acquiring person is an individual, his or her principal 

occupation and alloffiees and positions held during the past 5 years, any 

conviction of crimes other than traffic violations not involving death or 

injury during the past 10 years and all relevant information regarding any 

occupational license or registrationi and 

3., If the acquiring person is not an individual, a report of the 

nature of its business operations during the past 5 years or for the lesser 

period that the acquiring person and any predecessors of the acquiring person 

have been in existence, if shorter, an informative description of the business 

intended to be done by the acquiring person and the acquiring person's 

subsidiaries, and a list of all individuals who are or who have been selected 

to become directors or executive officers of the acquiring person, or who 

perform or will perform functions similar to those positions. The list shall 

include for each individual the information required by subds. 1 and 2. 

(b) The souree, nature and amount of the consideration used or to be 

used in effecting the merger or other aequisition of control, a description of 

any transaction from which funds were or are to be obtained for that purpose, 

including any pledge of the insurer's stock, or the stock of any of its 

subsidiaries or affiliates which control the insurer, the criteria used in 

determining the nature and amount of consideration and the identity of persons 

furnishing the consideration. 
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(e) Fully audited finaneial information as to the earnings and 

finaneial eondition of eaeh aequiring person for the preceding 5 fiseal years 

of eaeh aequiring person or for the period the aequiring person and any 

predeeessors of the aequiring person have been in existenee, if shorter, and 

similar unaudited information as of a date not earlier than 90 days prior to 

the filing of the statement. 

(d) Any plans or proposals whieh any aequiring person is considering 

to liquidate, to sell assets of, or to merge or eonsolidate the insurer or to 

make any other material change in the insurer's business or eorporate 

strueture or management. 

(e) The number of shares of any security which eaeh aequiring person 

proposes to aequire; the terms of the offer, request, invitation, agreement or 

acquisition; and a statement as to the method by which the fairness of the 

proposal was determined. 

(f) The amount of eaeh class of any security whieh is beneficially 

owned or concerning whieh there is a right to aequire benefieial ownership by 

any acquiring person. 

(g) A full description of any contracts, arrangements or 

understandings with respeet to any security in whieh any acquiring person is 

involved, including, but not limited to, transfer of any of the securities, 

joint ventures, loan or option arrangements, puts or ealIs, guarantees of 

loans, guarantees against loss or guarantees of profits, division of losses or 

profits, or the giving or withholding of proxies. The deseription shall 

identify the persons with whom the contraets, arrangements or understandings 

have been entered into. 

(h) A description of the purehase of any security of the entity to .be 

aequired during the 12 ealendar months preeeding the filing of the statement 
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by any acquiring person, including the dates of purchase, names of the 

purchasers and consideration paid or agreed to be paide 

(i) A description of any recommendations to purchase any security 

made during the 12 calendar months preceding the filing of the statement by 

any acquiring person, or by anyone at the suggestion of the acquiring person. 

(j) Copies of all tender offers for, requests or invitations for, 

tenders of, exchange offers for, or agreements to acquire or exchange any 

securities, and, if distributed, of additional sOliciting material relating to 

those offers, requests, invitations or agreements. 

(k) The term of any agreement, contract or understanding made with or 

proposed to be made with any broker-dealer as to solicitation of securities 

for tender, and the amount of any fees, commissions or other compensation to 

be paid to broker-dealers relating to the solicitation. 

(3) PARTNER S AND STOCKHOLDERS. If the person required to file under 

suh. (1) is a partnership, limited partnership, syndicate or other group, the 

commissioner may require that the information required under suh. (2) be given 

with respeet to each partner of the partnership or Iimited partnership, each 

member of the syndicate or group, and each person who controIs the partner or 

member. If any partner, member or person is a corporation or the person 

required to file under sub. (1) is a corporation, the commissioner may require 

that the information required under sub. (2) be given with respeet to the 

corporation, each offieer and director of the corporation, and each person who 

is directly or indirectly the beneficial owner of more than 10% of the 

outstanding voting securities of the corporation. 

(4) MATERIAL CHANGES. A person required to file under sub. (1) shalI 

file an amendment to the filing if any material change occurs in the facts set 

forth in a statement previously filed with the commissioner. The person shall 

include in the amendment a description of the change and copies of all 
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documents and other material relevant to the change. The amendment shall be 

filed with the commissioner and sent to the insurer within 2 business days 

after the person learns of the change. 

(5) ALTERNATIVE FILING MATERIALS. If any offer, request, invitation, 

agreement or acquisition is proposed to be made by means of a registration 

statement under the Securities Act of 1933 or in circumstances requiring the 

disclosure of information under the Securities Exchange Act of 1934, or under 

a state law requiring similar registration or disclosure, the person required 

to file information under sub. (1) may utilize those documents to furnish the 

information required to be filed under sub. (2). 

Ins 40.03 REGISTRATION. (1) REGISTRATION. (a). Except as provided 

under par~ (b), every insurer which is authorized to do business in this state 

and which is a member of an insurance holding company system, and every person 

having or attempting to acquire control of such an insurer, shall register 

with the commissioner. 

(b) This subsection does not apply to a person, foreign insurer or 

alien insurer which is exempt from registration under s. 617.11 (2), Stats., 

unIess otherwise ordered by the commissioner. An insurer may register on 

behalf of a person having or attempting to acquire control of the insurer or 

on behalf of an insurer which is an affiliate of the insurer. Lack of 

knowledge that an insurer has not registered on behalf of the person or 

affiliate or that the registration is incomplete or inaccurate is not a 

defense for the person or affiliate. 

(2) TIME FOR FILING. Any person which is subject to registration 

under this section shal1 register within 15 days after it becomes subject to 

registration, and annually by June 1 of each subsequent year for the 

immediately preceding calendar year, unless the commissioner for good cause 

shown extends the time for registration, and then within the extended time. 
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(3) INFORMATION AND FORM REQUIRED. Every person subject to 

registration shall file the registration statement on the forms prescribed 

under s. Ins 40.15, and it shall contain the following information which is 

current on the date of filingl 

(a) The capital structure, general financial condition, ownership and 

management of the insurer and any person having control of the insurer; 

(b) The identityand relationship o·f every member of the insurance 

holding company system exeept affiliates whose total assets are less than the 

lesser of .5~ of the total assets of the ultimate controlling person or $10 

million; 

(e) The following agreements in foree, and transactions eurrently 

outstanding or which have occurred during the immediately preceding ealendar 

year between the insurer and its affiliates: 

1. Loans, extensions of eredit, other investments, or purchases, 

sales or exchanges of securities of the affiliates by the insurer or of the 

insurer by its affiliates; 

2. Purchases, sales or exchange of assets; 

3. Transactions not in the ordinary course of business; 

4. Guarantees or undertakings for the benefit of an affiliate which 

result in an actual contingent exposure of the insurer's assets to liability, 

other than insurance eontracts entered into in the ordinary course of the 

insurer's business; 

5. All management agreements, exclusive agent agreements, service 

contracts and all cost-sharing arrangements; 
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(d) Any pledge of the insurer's stock, including stock of any 

subsidiary or affiliate having control of the insurer, for a loan made to any 

member of the insurance holding company system; 

(e) Other matters concerning transactions between registered insurers 

and any affiliates as may be included from time to time in any registration 

forms adopted or approved by the commissioner. 

(4) SUMMARY OF REGISTRATION STATEMENT. All registration statements 

shall contain a summary on form e contained in the appendix to this chapter 

outlining all items in the current registration statement representing changes 

from the prior registration statement. 

(5) MATERIALITY. No information need be disclosed on the 

registration statement required under this section if the information is not 

material for the purposes of this section. Any transaction related to a 

management, exclusive agency or similar agreement or which is a service 

contract or cost-sharing arrangement is a material transaction. Any other 

transaction subject to sub. (3) is a material transaction if it involves or 

exposes to risk in a single transaction or group or series of related 

transactions an amount which is more than .5% of the insurer's admitted assets 

as of the 31st day of December of the immediately preceding calendar year, 

unIess the commissioner by order provides otherwise. 

(6) AFFILIATE TO PROVIDE INFORMATION. A person within an insurance 

holding company system which includes an insurer subject to registration shall 

provide to the insurer any information which is reasonably necessary to enable 

the insurer to comply with this chapter and ch. 617, Stats. The person shall 

provide complete and accurate information. 

(7) CONSOLIDATED FILING. The commissioner may require or allow 2 or 

more insurers which are affiliates subject to registration to file a 

consolidated registration statement. 
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Ins 40.04 STANDARD S FOR TRANSACTIONS WITHIN A HOLDING COMPANY 

SYSTEM. (1) TRANSACTIONS WITHIN A HOLDING COMPANY SYSTEM. An insurer, or 

affiliate of an insurer, whieh is required to register under s. Ins 40.03 may 

not enter direetly or indireetly into a transaction between the insurer and 

the affiliate unIess the insurer and affiliate: 

(a) Comply with s. 617.21 (1), Stats. and sub. (6); 

(b) Expenses ineurred and payment reeeived for the transaction are 

alloeated to the insurer in eonformity with eustomary insuranee aeeounting 

praetiees eonsistently applied; and 

(e) The books, aeeounts and reeords of eaeh party to the transaction 

elearly and aeeurately diselose t~e nature and details of the transaction 

ineluding the aeeounting information whieh is neeessary to support the 

reasonableness of the charges or fees to the respective parties. 

(2) TRANSAeTIONS REQUIRED TO BE REPORTED AND SUBJECT TO DISAPPROVAL. 

A domestie insurer, and a person attempting to aequire control of a domestie 

insurer, or an affiliate of a domestie insurer, whieh directly or indirectly 

is involved in or benefits from, a transaction, shall report, under s. 617.21 

(2), Stats., eaeh of the following transactions to the commissioner in writing 

at least 30 days before the domestie insurer enters into the transaction, 

unIess the eommissioner in writing approves a shorter period: 

(a) Sales, purchases, exehanges, loans, extensions of eredit, 

guarantees, or investments involving the domestie insurer and an affiliate or 

a person attempting to aequire eontrol of the domestie insurer if the 

transactions are equal to or exeeed the lesser of 2~ of the domestie insurer's 

admitted assets or 10~ of policyholder surpIus as of the 31st day of Deeember 

of the immediately preeeding ealendar year; 

(b) Loans or extensions of eredit or guarantees to any person who is 

not an affiliate, where the domestie insurer makes loans, extensions of eredit 
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or guarantees with the agreement or understanding that the proeeeds of the 

transactions or benefit of the guarantees, in whole or in signifieant part, 

direetly or indireetly, are to be used to make loans or extensions of eredit 

to, to purehase assets of, or to make investments in, any affiliate of the 

domestie insurer making the loans, extensions of eredit, or guarantee, or any 

person attempting to aeguire eontrol of the insurer, if the transactions are 

egual to or exeeed the lesser of 2~ of the domestie insurer's admitted assets 

or 10~ of policyholder surpIus as of the 31st day of Deeember of the 

immediately preeeding ealendar year; 

(e) Reinsuranee agreements, or modifieations to reinsuranee 

agreements, whieh involve a domestie insurer and either an affiliate or a 

person attempting to aeguire eontrol of the domestie insurer in whieh the 

reinsuranee premium or a ehange in the insurer's liabilities eguals or exeeeds 

5% of the insurer's policyholder surpIus, as of the 31st day of Deeember of 

the immediately preeeding ealendar year, ineluding, but not limited to, those 

aqreements whieh may reguire as eonsideration the transfer of assets from an 

insurer to a nonaffiliate, if an agreement or understandinq exists between the 

insurer and nonaffiliate that any portion of the assets will be transferred to 

one or more affiliates of the insurer; 

(d) All management agreements, exelusive ageney agreements, service 

eontraets or eost-sharinq arrangements whieh involve a domestie insurer and 

either an affiliate or a person attempting to aeguire eontrol of the domestie 

insurer; 

(e) A transaction not in the ordinary eourse of business whieh 

involves a domestie insurer and either an affiliate of, or a person attempting 

to aeguire eontrol of, a domestie insurer and whieh involves or exposes to 

risk an amount egual to or exeeeding the lesser of 2~ of the domestie 
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insurer's adrnitted assets or 10% of policyholder surpIus as of the 31st day of 

December of the immediately preceding calendar year; and 

(f) Any material transactions which the commissioner reguires to be 

reported by order. 

(3) ILLEGAL TRANSACTIONS NOT AUTHORIZED. This section does not 

authorize or permit any transaction which would be otherwise contrary to law. 

(4) GROUP OR SERIES OF RELATED TRANSACTIONS. For the purpose of 

applying sub. (2) a group or series of related transactions shall be treated 

as if they are a single transaction. 

(5) SUBTERFUGE PRaHIBITED. A domestic insurer, person attempting to 

acguire control of a domestic insurer, person having control of a domestic 

insurer or affiliate of a domestic insurer may not enter into transactions 

which are part of a group or series of transactions if the purpose of those 

separate transactions is to attempt to avoid a threshold amount under this 

chapter. 

(6) DISAPPROVAL. Transactions subject to reporting under sub. (2) 

may be disapproved by the commissioner under s. 617.21 (3), Stats. No person 

may enter into or assent to a transaction that is disapproved by the 

commissioner or which is subject to reporting under sub. (2) but not reported. 

(7) INSURER MAY REPORT ON BEHALF OF AFFILIATE OR PERSON ATTEMPTING TO 

ACQUIRE CONTROL. A domestic insurer may file areport under sub. (2) on 

behalf of its affiliate or of the person attempting to acguire control of the 

insurer. Lack of knowledge that an insurer has not reported on behalf of the 

affiliate or person or that the report is incomplete or inaccurate is not a 

defense for the affiliate or person attempting to acguire control of the 

insurer. 
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Ins 40.05 PRIVILEGED INFORMATION. The information required to be 

filed with the commissioner under s. Ins 40.02 is required under s. 601.42, 

Stats., and the commissioner may keep it confidential under s. 601.465, Stats. 

SUBeHAPTER II 

INSURANeE HOLDING eOMPANY SYSTEMS-REPORTING FORMS 

Ins 40.11 INSTRUCTIONS. (1) GENERAL. Forms A, B, e, and D contained 

in the appendix to this chapter are intended to be guides in the preparation 

of the statements required by subch. I of this chapter. They are not intended 

to be blank forms which are to be filled in. The statements filed shall 

contain the numbers and captions of all iterns, but the text of the items may 

be omitted provided the answers are prepared in such a manner as to indicate 

clearly the scope and coverage of the iterns. All instructions, whether 

appearing under the items of the form or elsewhere therein, are to be 

omitted. UnIess expressly provided otherwise, if any item is inapplicable or 

the answer is in the negative, an appropriate statement to that effeet shall 

be made. 

(2) FILING FORMAT AND PROCEDURE. (a) One complete eopy of eaeh 

statement, ineluding exhibits and all other papers and doeuments filed as a 

part of the statement, shall be filed with the commissioner. A eopy of form e 

shall be filed in each state in which an insurer is authorized to do business, 

if the commissioner of that state has notified the insurer of its request in 

writing, in which case the insurer has 15 days from reeeipt of the notice to 

fiIe such form. At least one of the copies shall be manuaIIy signed in the 

manner prescribed on the form. Unsigned copies shall be conformed. If the 

signature of any person is affixed pursuant to a power of attorney or other 

simiIar authority, a copy of the power of attorney or other authority shall 

also be filed with the statement. 
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(b) Statements shall be prepared on paper 8 1/2" x Il" in size and 

preferably bound at the top or the top left-hand eorner. Exhibits and 

finaneial statements, unIess speeifieally prepared for the filing, may be 

submitted in their original size. All eopies of any statement, finaneial 

statements or exhibits shall be elear, easily readable and suitable for 

photoeopying. Debits in eredit eategories and credits in debit eategories 

shall be designated so as to be elearly distinguishable as such on 

photoeopies. Statements shall be in the English language and monetary values 

shall be stated in United States eurreney. If any exhibit or other paper or 

doeument filed with the statement is in a foreign language, it shall be 

aeeompanied by a translation into the English language and any monetary value 

shown in a foreign eurreney shall be eonverted into United States eurreney. 

Ins 40.12 FORMS-INCORPORATION BY REFERENCE, SUMMARIES AND OMISSlONS. 

(1) INCORPORATION BY REFERENCE. Information required by any item of 

form A, form B or form D may be ineorporated by referenee in answer or partial 

answer to any other item. Information eontained in any finaneial statement, 

annual report, proxy statement, statement filed with a governmental authority, 

or any other doeument may be ineorporated by referenee in answer or partial 

answer to any item of form A, form B or form D provided the doeument or paper 

is filed as an exhibit to the statement. Exeerpts of doeuments may be filed 

as exhibits if the doeuments are extensive. Doeuments eurrently on file with 

the eommissioner whieh were filed within 3 years need not be attaehed as 

exhibits. Referenees to information eontained in exhibits or in doeuments 

already on file shall elearly identify the material and shall speeifieally 

indieate that the material is to be ineorporated by referenee in answer to the 

item. Matter shall not be ineorporated by referenee in any ease where the 

ineorporation would render the statement ineomplete, unelear or eonfusing. 
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(2) SUMMARY. Where an item reguires a summary or outline of the 

provisions of any doeument, only a brief statement shall be made as to the 

pertinent provisions of the doeument. In addition to the statement, the 

summary or outline may ineorporate by referenee partieular parts of any 

exhibit or doeument eurrently on file with the eommissioner whieh was filed 

within 3 years and may be ineorporated in its entirety by the referenee. In 

any ease where 2 or more doeuments reguired to be filed as exhibits are 

sUbstantially identieal in all material respeets except as to the parties to 

the doeuments, the dates of exeeution, or otherdetails, a eopy of onlyone of 

the doeuments need be filed with a schedule identifying the omitted doeuments 

and setting forth the material details in whieh such doeuments differ from. the 

doeuments, a eopy of whieh is filed. 

Ins 40.13 FORMS-INFORMATION UNKNOWN OR UNAVAILABLE AND EXTENSION OF 

TIME TO FURNISH. (1) UNKNOWN OR UNAVAILABLE INFORMATION. Information 

reguired to be submitted under this ehapter need be given only insofar as it 

is known or reasonably available to the person filing the statement. If any 

reguired information is unknown or not reasonably available to the person 

filing, either beeause obtaining it would involve unreasonab1e effort or 

expense, or beeause it rests peeu1iarly within the know1edge of another person 

who is not an affiliate of the person filing, the information may be omitted, 

subjeet to the following eonditions: 

(a) The person filing shall give the information on the subjeet as it 

possesses or ean aeguire without unreasonable effort or expense, together with 

the sourees of the information; and 

(b) The person filing shall inelude a statement either showing that 

unreasonable effort or expense would be involved or indieating the absenee of 

any affiliation with the person within whose knowledge the information rests 

and stating the result of a reguest made to the person for the information. 
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(2) EXTENSION. If it is impraetieal to furnish any reguired 

information, doeument or report at the time it is reguired to be filed, the 

person reguired to file may file with the eommissioner a separate doeument: 

(a) Identifying the information, doeument or report in guestion; 

(b) Stating why the filing at the time reguired is impraetieal; and 

(e) Reguesting an extension of time for filing the information, 

doeument or report to a speeified date. 

(3) TIME TO ALLOW. A reguest for extension shall be deemed granted 

unIess the eommissioner within 60 days after reeeipt of a eomplete reguest 

enters an order denying the reguest. 

Ins 40.14 FORMS-ADDITIONAL INFORMATIaN AND EXHIBITS. (1) 

SUPPLEMENTAL INFORMATIaN. In addition to the information expressly reguired to 

be ineluded in form A, form B, form C and form D eontained in the appendix to 

this ehapter, the person reguired to file shall add the further material 

information, if any, whieh is neeessary to make the information eontained in 

the statements aeeompanying the forms not misleading. The person filing may 

also file such exhibits as it may desire in addition to those expressly 

reguired by the statement. Those exhibits shall be so marked as to indieate 

elearly the subjeet matters to whieh they refer. 

(2) CHANGES. Changes to forms A, B, C or D shall be submitted as 

reguired under ss. Ins 40.02 (4), 40.04(2) and 40.13 (2) and shall inelude on 

the top of the eover page the phrase: "Change No. [insert number] to" and 

indieate the date of the ehange and not the date of the original filing. 

Ins 40.15 REGISTRATION FORM. A person reguired to file a 

registration statement under this ehapter shall furnish the reguired 

information on form B and on form C eontained in the appendix to this 

ehapter. An insurer shall file a eopy of form C in eaeh state in whieh the 
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insurer is authorized to do business, if requested by the commissioner of that 

state. 

Ins 40.16 ALTERNATIVE AND CONSOLIDATED REGISTRATIONS. (1) FILING FOR 

AFFILIATE INSURER. If an authorized insurer files a registration statement on 

behalf of an insurer which is its affiliate and which is required to register 

under this chapter, the registration statement may include information which 

is not required by this chapter regarding any insurer in the insurance holding 

company system eve n if the insurei is not authorized to do business in this 

state. In lieu of filing a registration statement on form B, the authorized 

insurer may file a copy of the registration statement or similar report which 

it is required to file in its state of domicile, if: 

(a) The statement or report contains substantially similar 

information required to be furnished on form B; and 

(b) The filing insurer is the principal insurer in the insurance 

holding company system. 

(2) PRINCIPAL INSURER STATEMENT. The question of whether the filing 

insurer is the principal insurer in the insurance holding company system is a 

question of facto An insurer filing a registration statement or report in 

lieu of form B on behalf of an insurer which is its affiliate, shall set forth 

a brief statement of facts which will substantiate the filing insurer's claim 

that it, in fact, is the principal insurer in the insurance holding company 

system. 

(3) UNAUTHORIZED INSURER. With the prior approval of the 

commissioner, an unauthorized insurer may follow any of the procedures which 

could be done by an authorized insurer under sub. (1). 

Ins 40.17 TRANSACTIONS SUBJECT TO PRIOR NOTICE-NOTICE FILING. A 

person required to give notice of a proposed transaction under this chapter 

shall furnish the required information on form D. 
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Ins 40.18 EXTRAORDINARY DIVIDENDS AND OTHER DISTRIBUTIONS. Requests 

for approval of extraordinary dividends or any other extraordinary 

distribution to shareholders shall inelude the following: 

(1) The amount of the proposed dividend; 

(2) The date established for payment of the dividend; 

(3) A statement as to whether the dividend is to be in eash or other 

property and, if in property, a deseription of the property, its east, and its 

fair market value together with an explanation of the basis for valuation; 

(4) A eopy of the ealeulations determining that the proposed dividend 

is extraordinary. The ealeulations shal1 inelude the following information: 

(a) The amounts, dates and form of payment of all dividends or 

distributions, ineluding regular dividends but exeluding distributions of the 

insurer's own securities, paid within the period of 12 eonseeutive months 

ending on the date fixed for payment of the proposed dividend for whieh 

approva1 is sought and eommencing on the day after the same day of the same 

month in the previous ealendar year; 

(b) Policyholder surpIus as of the 31st day of December of the 

immediately preeeding ealendar year; 

(e) If the insurer is a life insurer, the net ineome less realized 

capital gains for the previous ealendar year; 

(d) If the insurer is not a life insurer, the net ineome less 

realized capital gains for the previous ealendar year and the 2 ealendar years 

preeeding that ealendar year; and 

(e) If the insurer is not a life insurer, the dividends paid to 

stoekholders exeluding distributions of the insurer's own securities in the 

preeeding 3 ealendar years. 

(5) A balanee sheet and statement of incarne for the period 

intervening from the last annual statement filed with the eommissioner and the 
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end of the month preceding the month in which the request for dividend 

approval is submitted. 

(6) A brief statement as to the effect of the proposed dividend upon 

the insurer's policyholder surpIus and the reasonableness of policyholder 

surpIus in relation to the insurer's outstanding liabilities and the adequacy 

of policyholder surpIus relative to the insurer's financial needs. 

Ins 40.19 CQNSENT TO JURISDICTION. Any person required to file 

consent to jurisdiction under s. 617.11 (5), Stats., shall do so using form E 

contained in the appendix to this chapter. 
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APPENDIX TO CHAPTER 40 

FORM A 

STATEMENT REGARDING THE 
ACQUISITION OF CONTROL OF OR MERGER WITH A DOMESTIC INSURER 

Filed with the Office of the Commissioner of Insurance, State of Wisconsin 

Name of Domestic Insur.er 

By 

Name of Acguiring Person (Applicant) 

Filed with the insurance department of ________________________________________ _ 
(state of domicile of insurer being acguired) 

Date: ----------------------, -----

Name, title, address and telephone number of individual to whom notices and 
correspondence concerning this statement should be addressed: 

I7EII 1.. IBSURER AND Mt.tHOD OF ACOUISITIOH 

State the name and address of the domestic insurer to which this 
application relates and briefly describe how control is to be acguired. 

lTEM 2. IDERrITr AND BACXGROtJRD OF THE APPLlCABT 

(a) State the name and address of the applicant seeking to acguire 
control over the insurer. 

(b) If the applicant is not an individual, state the nature of its 
business operations for the past 5 years or for such lesser period as such 
person and any predecessors thereof shall have been in existence. Briefly 
describe the business intended to be done by the applicant and the applicant's 
subsidiaries. 
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(e) Furnish achart or listing elearly presenting the identities of 
the interrelationships among the applieant and all affiliates of the 
applieant. No affiliate need be identified if its total assets are equal to 
less than .5% of the total assets of the ultimate eontrolling person of the 
applieant. Indieate in such ehart or listing the percentage of voting 
securities of eaeh such person whieh is owned or eontrolled by the applieant 
or by any other such person. If eontrol of any person is maintained other 
than by the ownership or eontrol of voting securities, indieate the basis of 
such eontrol. As to eaeh person speeified in such ehart or listing indieate 
the type of organization (e.g., eorporation, trust, partnership) and the state 
of domieile. If eourt proceedings involving areorganization or liquidation 
are pending with respeet to any such person, indieate whieh person, and set 
forth the title of the eourt, nature of proceedings and the date when 
eommeneed. 

ITEM 3. IDENTITY AND BACKGROUND OF INDIVIDUALS ASSOCIATED WITH THE APPLICANT 

State the following with respeet to (1) the applieant if the 
applieant is an individual or (2) all persons who are directors, executive 
officers or owners of 10% or more of the voting securities of the applicant if 
the applicant is not an individual. 

(a) Name and business address; 

(b) Present prineipal business activity, occupation or employment 
including position and office held and the name, principal business and 
address of any corporation or other organization in which such employment is 
carried on; 

(c) Material occupations, positions, offices or employment during the 
last 5 years, giving the starting and ending dates of eaeh and the name, 
principal business and address of any business corporation or other 
organization in which each such oecupation, position, offiee or employment was 
earried on: if any such occupation, position, office or employment required 
licensing by or registration with any federal, state or municipal governmental 
agency, indieate such fact, the current status of such licensing or 
registration, and an explanation of any surrender, revocation, suspension or 
disciplinary proceedings in connection with the license or registration 
whether pending or coneluded. 

(d) Whether or not such person has ever been convicted in a criminal 
proceeding (excluding traffic violations not involving death or injury) during 
the last 10 years and, if so, give the date, nature of conviction, name and 
location of court, and penalty imposed or other disposition of the case. 
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ITEM 4. NATlJRE, SOORCE AND AMOUNT OF CONSIDERATION 

(a) Describe the nature, source and amount of funds or other 
considerations used, or to be used, in effecting the merger or other 
acguisition of control. If any part of the same is represented or is to be 
represented by funds or other consideration borrowed or otherwise obtained for 
the purpose of acguiring, holding or trading securities, furnish a description 
of the transaction, the names of the parties thereto, the relationship, if 
any, between the borrower and the lender, the amounts borrowed or to be 
borrowed, and copies of all agreements, promissory notes and security 
arrangements relating thereto. 

(b) Explain the criteria used in determining the nature and amount of 
such consideration. 

ITEM 5. APPLICANT'S FlT.l'lIRE PLANS FOR THE INSURER 

Describe any plans or proposals which the applicant may have to 
declare an extraordinary dividend, to liguidate the insurer, to sell the 
insurer's assets to or merge it with any person or persons or to make any 
other material change in its business operations or corporate structure or 
management. 

ITEM 6. VOTING SECURITIES TO DE ACQUIRED 

State the number of shares of the insurer's voting securities which 
the applicant, its affiliates and any person listed in Item 3 plan to acguire; 
and the terms of the offer, reguest, invitation, agreement or acguisition; and 
a statement as to the method by which the fairness of the proposal was arrived 
at. 

ITEM 7. ONBERSHIP OF VOTING SECURITIES 

State the amount of each class of any voting security of the insurer 
whieh is benefieially owned or concerning whieh there is a right to aeguire 
benefieial ownership by the applieant, its affiliates or any person listed in 
Item 3. 

ITEM 8. COIr.rRACTS, ARRANGEMEN".rS, OR Ul'IDERSTANDIBGS WITH RESPECT TO VOTING 
SECURITIES OF THE INSURER 

Give a full deseription of any contraets, arrangements or 
understandings with respeet to any voting security of the insurer in whieh the 
applicant, its affiliates or any person listed in Item 3 is involved, 
including but not limited to transfer of any of the securities, joint 
ventures, loan or option arrangements, puts or ealIs, guarantees of loans, 
guarantees against loss or guarantees of profits, division of losses or 
profits, or the giving or withholding of proxies. Such deseription shall 
identify the persons with whom the eontracts, arrangements or understandings 
have been entered into. 
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ITEM 9. RECENT PURCIlASES OF VOTING SECURITIES 

Describe any purchases of any voting securities of the insurer by the 
applicant, its affiliates or any person listed in Item 3 during the 
12 calendar months preceding the filing of this statement. Include in the 
description the dates of purchase, the names of the purchasers, and the 
consideration paid or agreed to be paid therefor. State whether any shares so 
purchased are hypothecated. 

ITEM 10. RECENT RECCHmNDATIONS TO PURCHASE 

Describe any recommendations to purchase any voting security of the 
insurer made by the applicant, its affiliates or any person listed in Item 3, 
or by anyone based upon interviews or at the suggestion of the applicant, its 
affiliates or any person listed in Item 3 during the 12 calendar months 
preceding the filing of this statement. 

ITEM 11. AGREEMENTS WITH BROKER-DEALERS 

Describe the terms of any agreement, contract or understanding made 
with any broker-dealer as to solicitation of voting securities of the insurer 
for tender and the amount of any fees, commissions or other compensation to be 
paid to broker-dealers with regard thereto. 

ITEM 12. FINANCIAL STATEMENTS AND EXHIBITS 

(a) Attach financial statements and exhibits to this statement as an 
appendix, but list under this item the financial statements and exhibits so 
attached. 

(b) The financial statements shall include the annual financial 
statements of the persons identified in Item 2(c) for the preceding 5 fiscal 
years (or for such lesser period as such applicant and its affiliates and any 
predecessors thereof shall have been in existence), and similar information 
covering the period from the end of such person's last fiscal year, if the 
information is available. The statements may be prepared either on an 
individual basis or, unIess the commissioner otherwise requires, on a 
consolidated basis if consolidate4 statements are prepared in the usual course 
of business. 

The annual financial statements of the applicant shall be accompanied 
by the certificate of an independent public accountant to the effeet that such 
statements present fairly the financial position of the applicant and the 
results of its operations for the person's last fiscal year, in conformity 
with generally accepted accounting principles or with requirements of 
insurance or other accounting principles prescribed or permitted under law. 
If the applicant is an insurer which is actively engaged in the business of 
insurance, the financial statements need not be certified, provided they are 
based on the annual statement of the person filed with the insurance 
department of the person's state of domicile and are in accordance with the 
requirements of insurance or other accounting principles prescribed or 
permitted under the lawand regulations of the state. 
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(e) File as exhibits eopies of all tender offers for, reguests or 
invitations for, tenders of, exchange offers for, and agreements to aeguire or 
exchange any voting securities of the insurer and (if distributed) of 
additional sOlieiting material relating thereto, any proposed employment, 
eonsultation, advisory or management eontraets concerning the insurer, annual 
reports to the stoekholders of the insurer and the applieant for the last 2 
fiseal years, and any additional doeuments or papers reguired by form A or 
ss. Ins 40.11 and 40.13, Wis. Adm. Code. 

lTEM 13. SIGNATURE AND CERTIFlCATIOR 

Signature and eertifieation reguired as fo1lows: 

SIGNATURE 

Pursuant to the reguirements of ch. Ins 40, wis. Adm. Code, 
has eaused this app1ieation to be du1y signed on 

its behalf in the city of and state of ________________ __ 
on the day of 

(SEAL) 
Name of Applieant 

BY ________________________________ ___ 

(Name) (Title) 

Attest: 

(Signature of Offieer) 

(Tit1e) 

The undersigned deposes and says that (s)he has duly exeeuted the 
attaehed applieation dated , for and on behalf 
of ; that (s)he is the 

(Name of Applieant) (Title of Offieer) 

of such companyand that (s)he is authorized to exeeute and file such 
instrument. Deponent further says that (s)he is familiar with the instrument 
and the eontents thereof, and that the facts therein set forth are true to the 
best of his/her knowledge, information and be1ief. 
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(Type or print name beneath) 

Subscribed and sworn to this 
day of _____ _ 

Notary Public 
My commission expires on _____________________ __ 
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FORM B 

IHSURANCE HOLDING COMPANY SYSTEM ANNUAL REGISTRATION STATEMENT 

Filed with the Office of the Commissioner of Insurance, State of Wisconsin 

By 

Name of Registrant 

On behalf of following insurers 

Name: Address: 

Date: -----------------------, -----

Name, title, address and telephone number of individual to whom notices and 
correspondence concerning this statement should be addressed: 

lTEII 1. IDER7ITY AlO) COR7ROL OF REGISTRABT 

Furnish the exact name of each insurer registering or being 
registered (hereinafter called "the Registrant"), the home office address and 
principal executive offiees of each; the date on which each registrant became 
part of the insurance holding company system; and the method(s) by which 
control of each registrant was acquired and is maintained. 

lTEM 2. ORGANIZATIOBAL CBART 

Furnish achart or listing clearly presenting the identities of and 
interrelationships among all affiliate persons within the insurance holding 
company system. No affiliate need be shown if the affiliate's total assets 
are equal to or less than .5% of the total assets of the ultimate controlling 
person within the insurance holding company system unIess it has assets valued 
at or exceeding $10,000,000. The chart or listing should show the percentage 
of each class of voting securities of each affiliate which is owned, directly 
or indirectly, by another affiliate. If control of any person within the 
system is maintained other than by the ownership or control of voting 
securities, indicate the basis of control. As to each person specified in the 
chart or listing indicate the type of organization (e.g., - corporation, 
trust, partnership) and the state of domicile. 
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ITEM 3. THE ULTIMATE CONTROLLING PERSON 

As to the ultimate eontrolling person in the insuranee holding 
company system furnish the following information: 

(a) Name; 

(b) Home office address; 

(e) Prineipal exeeutive office address: 

(d) The organizational strueture of the person, i.e., eorporation, 
partnership, individual, trust, etc.; 

(e) The prineipal business of the person; 

(f) The name and address of any person who holds or owns 10~ or more 
of any elass of voting security, the elass of such security, the number of 
shares held of reeord or known to be benefieially owned, and the percentage of 
elass so held or owned; 

(g) If eourt proceedings involving areorganization or liquidation 
are pending, indieate the title and loeation of the court, the nature of 
proceedings and the date when eommeneed. 

ITEM 4. BIOGRAPHlCAL INFORMATION 

Furnish the following information for the direetors and exeeutive 
offieers of the ultimate eontrolling person: the individual's name and 
address, his or her prineipal oeeupation and alloffiees and positions held 
during the past 5 years, and any eonvietion of erimes other than traffie 
violations not involving death or injury during the past 10 years. 

ITEN 5. TRANSACTICBS AND AGREEMENTS 

Briefly deseribe the following agreements in foree, and transactions 
eurrently outstanding or whieh have oeeurred during the last ealendar year 
between the registrant and its affiliates: 

(a) Loans, other investments, or purehases, sales or exehanges of 
securities of the affiliates by the Registrant or of the Registrant by its 
affiliates; 

(b) Purehases, sales, extensions of eredit or exehanges of assets; 

(e) Transactions not in the ordinary eourse of business; 

(d) Guarantees or undertakings for the benefit of an affiliate whieh 
result in an aetual eontingent exposure of the Registrant's assets to 
liability, other than insuranee eontraets entered into in the ordinary eourse 
of the registrant's business; 
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(e) All management agreements, exclusive agency agreements, service 
contracts and all cost-sharing arrangements; 

(f) Reinsurance agreements; 

(g) Dividends and other distributions to shareholders; 

(h) Consolidated tax allocation agreements; and 

(i) Any pledge of the Registrant's stock or of the stock of any 
subsidiary or affiliate having control of the insurer, for a loan made to any 
memberof the insurance holding company system. 

No information need be disclosed if the information is not material 
according to s. Ins 40.03 (5), Wis. Adm. Code. 

Sales, purchases, exchanges, loans or extensions of credit, 
investments or guarantees involving .5~ or less of the registrant's admitted 
assets as of the 31st day of December next preceding shall not be deemed 
material. 

Nate: Commissioner may by order provide otherwise. 

The description shall be in a manner as to permit the proper 
evaluation thereof by the commissioner, and shall include at least the 
following: the nature and purpose of the transaction, the nature and arnounts 
of any payments or transfers of assets between the parties, the identity of 
all parties to the transaction, and relationship of the affiliates of the 
registrant. 

lTEM 6. LITlGA7IQi OR ADMINISTRATlVE PROCEEDINGS 

Briefly describe any litigation or adrninistrative proceedings of the 
following types, either then pending or concluded within the preceding fiscal 
year, to which the ultimate controlling person or any of its directors or 
executive officers is or was a party or of which the property of any such 
person is or was the subject; give the narnes of the parties and the court or 
agency in which the litigation or proceeding was held or is pending: 

(a) Criminal prosecutions or adrninistrative proceedings by any 
government agency or authority which may be relevant to the trustworthiness of 
any party thereto; and 

(b) Proceedings which may have a material effeet upon the solvency or 
capital structure of the ultimate controlling person including, but not 
necessarily limited to, bankruptcy, receivership or other corporate 
reorganizations. 
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ITEM 7. STATEMENT REGARDING GROUP OR SERIES OF TRANSACTIONS 

Furnish a statement that transactions entered into sinee the filing 
of the prior year's annual registration statement are neither part of a group 
or series of related or like transactions nor made for the purpose of avoiding 
regulatory threshold amounts and the review that might otherwise oeeur. 
Groups or series of related transactions shall be treated as single 
transactions. 

ITEM 8. FINABCIAL STATEMENTS AND EXHIBITS 

(a) Attaeh finaneial statements and exhibits to this statement as an 
appendix, and list under this item the finaneial statements and exhibits so 
attaehed. 

(b) The finaneial statements shall inelude the annual finaneial 
statements of the ultimate eontrolling person in the insuranee holding company 
system as of the end of the person's immediately preeeding fiseal year. 

If at the time of the initial registration, the annual finaneial 
statements for the immediately preeeding fiseal year are not available, annual 
statements for the previous fiseal year may be filed and similar finaneial 
information shall be filed for any subsequent period to the extent such 
information is available. Such finaneial statements may be prepared either on 
an individual basis or unIess the eommissioner otherwise requires, on a 
eonsolidated basis if eonsolidated statements are prepared in the usual eourse 
of business. 

UnIess the eommissioner otherwise permits, the annual finaneial 
statements shall be aeeompanied by the eertifieate of an independent public 
aeeountant to the effeet that the statements present fairly the finaneial 
position of the ultimate eontrolling person and the results of its operations 
for the year then ended, in eonformity with generally accepted aeeounting 
prineiples or with requirements of insuranee or other aeeounting prineiples 
preseribed or permitted under law. If the ultimate eontrolling person is an 
insurer whieh is aetively engaged in the business of insuranee, the annual 
finaneial statements need not be eertified, provided they are based on the 
annual statement of the insurer filed with the insuranee department of the 
insurer's state of domieile and are in aeeordanee with requirements of 
insuranee or other aeeounting prineiples preseribed or permitted under the law 
and regulations of that state. 

(e) Exhibits shall inelude eopies of the last annual reports to 
shareholders of the ultimate eontrolling person, proxy material used by the 
ultimate eontrolling person, and any additional doeuments or papers required 
by form B or ch. Ins 40, Wis. Adm. Code. 

ITEM 9. FORM C REQUIRED 

A form C, Summary of Registration Statement, must be prepared and 
filed with this form 8. 

798R50 
05/05/93 



ITEM 10. SIGHATURE AND CERTIFICATIOR 

Signature and certification required as follows: 

SIGNATURE 

Pursuant to the requirements of ch. Ins 40, Wis. Adm. Code, 
Registrant has caused this annual registration statement to be duly signed on 
its behalf in the city of and state of ________________ __ 
on the day of 

(SEAL) 
Name of Registrant 

BY 
(Name) (Title) 

Attest: 

(Signature of Offieer) 

(Title) 

The undersigned deposes and says that (s)he has duly executed the 
attached annual registration statement dated , _____ , 
for and on behalf of ; that (s)he is the 

(Name of Registrant) 
and that (s)he is authorized to 

(Title of Offieer) 

execute and file such instrument. Deponent further says that (s)he is 
familiar with such instrument and the contents thereof, and that the facts 
therein set forth are true to the best of his/her knowledge, information and 
belief. 

Subscribed and sworn to this 
day of ____________________ _ 

Notary Public 
My commission expires on 
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(Signature) 

(Type or print name beneath) 



FORM e 

SUMMARY OF REGISTRATION STATEMEHT 

Filed with the office of the commissioner of insurance, state of Wisconsin 

By 

Name of Registrant 

On behalf of following insurers 

Name: Address: 

Date: -----------------------, -----

Name, title, address and telephone number of individual to whom notices and 
correspondence concerning this statement should be addressed: 

Furnish a brief description of all items in the annual registration 
statement, form B, which are required to be filed with this form, which 
represent changes from the prior year's annual registration statement. The 
description shall be in a manner as to permit the proper evaluation thereof by 
the commissioner and shall include specific references to item numbers in the 
annual registration statement and to the terms contained therein. 

Changes occurring under Item 2 of form B insofar as changes in the 
percentage of each class of voting securities held by each affiliate is 
concerned, need only be described where such changes are ones which result in 
ownership or holdings of 10% or more of voting securities, loss or transfer of 
control, or acquisition or loss of partnership interest. 

Changes occurring under Item 4 of form B need only be described where 
an individual is, for the first time, made adireetor or executive offieer of 
the ultimate controlling person; adireetor or executive offieer terminates 
his or her responsibilities with the ultimate controlling person; or in the 
event an individual is named president of the ultimate controlling person. 

If a transaction disclosed on the immediately prior year's annual 
registration statement has been changed, the nature of such change shall be 
included. If a transaction disclosed on the prior year's annual registration 
statement has been effectuated, describe the mode of completion and any flow 
of funds between affiliates resulting from the transaction. 
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The insurer shall furnish a statement that transactions entered into 
since the flling of the immediately prior year's annual registration statement 
are not part of a group or series of like transactions or entered into for the 
purpose of avoiding reporting threshold amounts. 

SIGNATURE 

Signature and certification reguired as follows: 

Pursuant to the reguirements of ch. Ins 40, Wis. Adm. Code, 
Registrant has caused this annual summary of the registration statement to be 
duly signed on its behalf of the city of ______________________ and State 
of on the day of __________________ __ 

(SEAL) 
Name of Registrant 

BY 
(Name) (Title) 

Attest: 

(Signature of Offieer) 

(Title) 

The undersigned deposes and says that (s)he has duly executed the 
attached annual registration statement dated , _____ , for 
and on behalf of ; that (s)he is the 

(Name of Registrant) 
of such Registrant and that (s)he is 

(Title of Offieer) 

authorized to execute and file such instrument. Deponent further says that 
(s)he is familiar with such instrument and the contents thereof, and that the 
facts therein set forth are true to the best of his/her knowledge, information 
and belief. 

Subscribed and sworn to this 
day of 

Notary Public 
My commission expires 
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(Signature) 

(Type or pr int name beneath) 



FORM D 

PRIOR NOTICE OF A TRANSACTION 

Filed with the office of the eommissioner of insuranee, state of Wiseonsin 

By 

Name of Registrant 

On behalf of following insurers 

Name: Address: 

Date: -----------------------, -----

Name, title, address and telephone number of individual to whom notiees and 
eorrespondenee concerning this statement should be addressed: 

:r.mM 1. IDEBTrrr OF PARTIES 1'0 TRANSACTION 

Furnish the following information for eaeh of the parties to the 
transaction covered under s. 617.21 (2), Stats., and s. Ins 40.04 (2), 
Wis. Adm. Code: 

(a) Name; 

(b) Home office address; 

(e) Prineipal executive office address; 

(d) The organizational strueture, i.e., eorporation, partnership, 
individual, trust, etc.; 

(e) A deseription of the nature of the parties' business operations; 

(f) Relationship, if any, of other parties to the transaction to the 
insurer filing the notice, ineluding any ownership or deb~or/ereditor interest 
by any other parties to the transaction in the insurer seeking approval, or by 
the insurer filing the notice for the affiliates; 

(g) Where the transaction is with a non-affiliate, the name(s) of the 
affiliate(s) whieh will reeeive, in whole or in substantial part, the proceeds 
of the transaction. 
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lTEM 2. DESCRIPTION OF THE TRANSACTION 

Furnish the following information for each transaction for whieh 
notice is being given: 

(a) A statement as to whether notice is being given under 
s. Ins 40.04 (2) (a), (b), (e), (d), (e) or (f); 

(b) A statement of the nature of the transaction; and 

(e) The proposed effeetive date of the transaction. 
, 

lTEM 3. SALES, PURCHASES, EXCHANGE S , LOANS, EXnmSIONS OF CREDIT, GUARAN"XEES 
OR INVESTMENTS 

Furnish a brief deseription of the amount and souree of funds, 
securities, property or other eonsideration for the sale, purehase, exchange, 
loan, extension of credit, guarantee, or investment. Deseribe any provision 
for purehase of the insurer filing notice, by any party to the transaction, or 
by any affiliate of the insurer filing notice. Give a deseription of the 
terms of any securities being reeeived, if any, and a deseription of any other 
agreements relating to the transaction such as eontracts or agreements for 
serviees, consulting agreements and the like. If the transaction involves 
other than eash, furnish a deseription of the eonsideration, its east and its 
fair market value, together with an explanation of the basis for evaluation. 

If the transaction involves aloan, extension of eredit or a 
guarantee, furnish a deseription of the maximum amount whieh the insurer will 
be obligated to make available under such loan, extension of eredit or 
guarantee, the date on whieh the eredit or guarantee will terminate, and any 
provisions for the acerual of or deferral of interest. 

If the transaction involves an investment, guarantee or other 
arrangement, state the time period during whieh the investment, guarantee or 
other arrangement will remain in effect, together with any provisions for 
extensions or renewals of such investments, guarantees or arrangements. 
Furnish a brief statement as to the effeet of the transaction upon the 
insurer's policyholder surpIus. 

No notice need be given if the maximum amount whieh can at any time 
be outstanding or for whieh the insurer ean be legally obligated under the 
loan, extension of credit or guarantee is less than (a) in the case of nonlife 
insurers, the lesser of 2% of the insurer's admitted assets or 10% of 
policyholder surpIus or (b) in the case of life insurers, the lesser of 2% of 
the insurer's admitted assets or 10% of policyholder surpIus, each as of the 
31st day of December of the immediately preceding calendar year. 

798R55 
05/05/93 



ITEM 4. LOANS, EXTENSIOBS OF CREDIT, OR GUARANTEES 'l'O OR FOR A NOBAFFILIATE 

If the transaction involves aloan, extension of credit, or guarantee 
to any person who is not an affiliate, furnish a brief description of the 
agreement or understanding whereby the proceeds of the proposed transaction, 
in whole or in substantial part, are to be used to make loans or extensions of 
credit to, to purchase the assets of, or to make investments in, any affiliate 
of the insurer making such loans, extensions of credit, or guarantee. Specify 
in what manner the proceeds are to be used to loan to, extend credit to, 
purchase assets of or make investments in any affiliate. Oescribe the arnount 
and source of funds, securities, property or other consideration for the loan 
or extension of credit and, if the transaction is one involving consideration 
other than cash, describe its cost and its fair market value together with an 
explanation of the basis for evaluation. Furnish a brief statement as to the 
effect of the transaction upon the insurer's policyholder surpIus. 

No notice need be given if the loan or extension of credit is one 
which equals less than the lesser of 2% of the insurer's admitted assets or 
10% of policyholder surpIus as of the 31st day of Oecember of the immediate1y 
preceding calendar year. 

ITEM 5. REINSURANCE 

If the transaction is a reinsurance agreement or modification 
thereto, as described by s. Ins 40.04 (2) (c), furnish a description of the 
known and estimated arnount of liability to be ceded or assurned in each 
calendar year, the period of time during which the agreement will be in 
effect, and a statement whether an agreement or understanding exists between 
the insurer and nonaffiliate to the effeet that any portion of the assets 
constituting the consideration for the agreement will be transferred to one or 
more of the insurer's affiliates. Furnish a brief description of the 
consideration involved in the transaction and a brief statement as to the 
effeet of the transaction upon the insurer's policyholder surpIus. 

No notice need be given for reinsurance agreements or modifications 
thereto if the reinsurance premiurn or the change in the insurer's liabilities 
in connection with the reinsurance agreement or modification thereto is less 
than 5% of the insurer's policyholder surpIus, as of the 31st day of Oecember 
of the immediately preceding calendar year. 

ITEM 6. MANAGEMENT AGREEMENTS, SERVICE AGREEMERTS AND COST-SHARING 
ARRANGEMENTS 

For management and service agreements, furnish: 

(a) A brief description of the managerial responsibilities, or 
services to be performed; 

(b) A brief description of the agreement, including a statement of 
its duration, together with brief descriptions of the basis for compensation 
and the terms under which payment or compensation is to be made. 
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(a) A brief deseription of the purpose of the agreement; 

(b) A deseription of the period of time during whieh the agreement is 
to be in effeet; 

(e) A brief deseription of eaeh party's expenses or eosts covered by 
the agreement; 

(d) A brief deseription of the aeeounting basis to be used in 
ealeulating eaeh party's eosts under the agreement. 

ITEM 7. TRANSACTIONS NOT IN THE ORDINARY COORSE OF BUSINESS 

Provide a brief but eomplete deseription of any transaction 
not in the ordinary eourse of business. 

ITEM 8. OTBER TRANSACTIONS REPORTABLE UNDER AN ORDER 

Provide a brief but eomplete deseription of any transaction 
reportable under an order. 

ITEM 9. SIGNATURE AND CERTIFICATION 

Signature and eertifieation required as follows: 

SIGNATURE 

Pursuant to the requirements of ch. Ins 40, Wis. Adm. Code, 
____________________ has eaused this notice to be duly signed on its behalf in 
the city of and state of on 
the ______ _ day of 

Attest: 

(Signature of Offieer) 
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(Title) 

(SEAL) 
Name of Registrant 

BY __________________________________ _ 

(Name) (Title) 



The undersigned deposes and says that (s)he has duly executed the 
attached notice dated , _____ , for and on behalf 
of ; and that (s)he is the 

(Name of Registrant) 
and that (s)he is authorized 

(Title of Offieer) 

to execute and file such instrument. Deponent further says that (s)he is 
familiar with such instrument and the contents thereof, and that the facts 
therein set forth are true to the best of his/her knowledge, information and 
belief. 

Subscribed and sworn to this 
day of 

Notary Public 
My commission expires ______________________ _ 
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(Type or print name beneath) 



FORM E 
CONSENT TO JURISDICTION STATEMENT 

Filed with the office of the commissioner of insurance, of the state of 
Wisconsin 

Name 

Date: 

BY 

Name of Affiliate 

On Behalf of the Following Insurers 

Address 

____________ , 19 __ __ 

Name, Title, Address and Te1ephone Number of Individual to 
Whom Notiees and Correspondenee Concerning this Statement 
Shou1d be Addressed: 
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CONSENT TO JURISDICTION 

The, (I), _____________________ , an affiliate of 

(Affiliate) (Insurer) 
an insurer authorized to do business in the state of Wisconsin, pursuant to 
the requirements of ch. 617, Stats., do hereby consent to the jurisdiction of 
the Commissioner of Insurance and the courts of the state of Wisconsin. 

SIGNATURE 
_______________________________________ has caused this statement to be duly 

(Name of Affiliate) 
signed on its behalf in the city of and state of 
on the day of _________________ , 19 __ __ 

BY ____________________________ _ 

(Name) 

(Title) 

Attest: 

(Signature of Offieer) 
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(Name of Affiliate) 

(SEAL) 



CERTIFICATION 

The undersigned deposes and says that he or she has duly executed the 
attached statement dated , 19 ____ , for and on behalf 
of that he or she is the 

(Name of Affiliate) (Title of Offieer) 
of such company, and that he or she is authorized to execute and file such 
instrument. Deponent further says that he or she is familiar with such 
instrument and the contents thereof,and that the facts therein set forth are 
true to the best of his or her knowledge and belief. 

(Signature) ________________________________ __ 

(Type or print name beneath) __________________________________ __ 

Subscribed and sworn to this 
day of 

Notary Public 
My commission expires 
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SECTION 16. Chapter Ins 42 is created to read: 

CHAPTER 42 

MANAGING GENERAL AGENTS 

Ins 42.01 DEFINITIONS. In this chapter: 

(1) "Actuary" means a person who is a member in good standing of the 

American Academy of Actuaries. 

(2) "Insurer" means an insurer as defined under s. 600.03 (27), 

Stats., which has a certificate of authority under ch. 611, 612, 613, 614 or 

618, Stats. 

(3) (a) "Managing general agent" means any person not excluded under 

par. (b), including, but not limited to, a natural person, who, in or outside 

this state: 

1. Manages all or part of the insurance business of an insurer or 

manages a separate division, department or underwriting offiee; 

2. Acts as an agent for the insurer; and 

3. With or without the authority, either separately or together with 

affi1iates, directly or indirectly: 

a. Produees and underwrites in any one quarter or year an amount of 

gross direet written premium equal to or more than 5~ of the policyholder 

surpIus as reported in the last annual statement of the insurer; and 

b. Adjusts or pays claims in any one quarter or year in excess of 3~ 

of the policyholder surpIus as reported in the last annual statement of the 

insurer, or negotiates reinsurance on behalf of the insurer, or both. 

Stats.; 
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(b) The following persons are not managing general agents: 

1. A person who is not an intermediary under s. 628.02 (1) (b), 

2. An employe of the insurer; 

3. A manager of the United States branch of an alien insurer; 



4. An underwriting manager which, under a written contract, manages 

all or part of the insurance operations of the insurer, is under common 

control with the insurer, is subject to ch. 617, Stats., and ch. lns 40, or 

the laws and rules of another state which are substantially similar to ch. 

617, Stats., and ch. lns 40, and whose compensation is not based on the volume 

of premiums written; and 

5. The attorney-in-fact authorized by and acting for the subscribers 

of a reciprocal insurer or inter-insurance exchange under powers of attorney. 

(4) "Policyholder surpIus" means capital and surpIus. 

(.5) "Underwrite" means the authority to accept or reject risk on 

behalf of the insurer. 

lns 42.02 LICENSURE REGUlRED. (1) No person, including, but not 

limited to, a natural person, may act as a managing general agent for an 

insurer with respeet to a risk located in this state unIess the person is 

licensed as a managing general agent under ss. 628.04 or 628.09, Stats. 

(2) No person, including, but not limited to, a natural person, may 

act as a managing general agent representing an insurer domici1ed in this 

state with respeet to a risk loeated outside this state unIess the person is 

licensed as a managing general agent under ss. 628.04 or 628.09, Stats. 

(3) No insurer, and no offieer or director of an insurer, may 

knowingly assent to or permit a person to act as a managing general agent for 

the insurer if the person fails to eomply with this chapter. 

(4) The commissioner may require a managing general agent to maintain 

a bond in an amount aeceptable to the commissioner for the protection of each 

insurer for which the person acts as managing general agent. 

(5) The commissioner may require a managing general agent to mai nt ain 

an errors and omissions pOlicy. 
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(6) The commissioner may refuse to issue, suspend, summarily suspend 

or revoke the license of a managing general agent for violation of ch. 600 to 

645, Stats., any rule adopted under ch. 600 to 645, Stats., or on any grounds 

described in s. 628.10, Stats. 

Ins 42.03 REOUIRED CONTRACT PROVISIONS. No person may act as a 

managing general agent for an insurer unIess the person first enters into and 

subsequently complies with a written contract between the parties which sets 

forth the responsibilities of each party and, where both parties share 

responsibility for a particular function, specifies the division of the 

responsibilities, and which contains the following minimum provisions: 

(1) The insurer may terminate the contract for cause upon written 

notice to the managing general agent. The insurer may suspend the 

underwriting authority of the managing general agent during the pendency of 

any dispute regarding the cause for termination. 

(2) The managing general agent will render accounts to the insurer 

detailing all transactions and remit all funds due under the contract to the 

insurer on not less than a monthly basis. 

(3) All funds collected for the account of an insurer will be held by 

the managing general agent in a fiduciary capacity in a financial institution 

which is a member of the federal reserve system. This account shall be used 

for all payments on behalf of the insurer. The managing general agent may 

retain no mare than 3 months estimated claims payments and allocated loss 

adjustment expenses. 

(4) The managing general agent will maintain separate records of 

business written by the managing general agent for the insurer. The insurer 

shall have access to, and the right to copy, all accounts and records related 

to its business in a form usable by the insurer and the commissioner shall 

have access to all books, bank accounts and records of the managing general 
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agent in a form usable by the eommissioner. The managing general agent shall 

retain reeords aeeording to ss. Ins 6.61 and 6.80. 

(5) The managing general agent may not assign the eontraet in whole 

or in part. 

(6) Appropriate underwriting guidelines ineluding, but not limited to: 

(a) The maximum annual premium volume; 

(b) The basis of the rates to be eharged; 

(e) The types of risks whieh may be written; 

(d) Maximum limits of liability; 

(e) Applieable exelusions; 

(f) Territorial limitations; 

(g) Policy eaneellation provisions; and 

(h) The maximum policy period. 

(7) The insurer may eaneel or nonrenew any policy of insurance 

subject to the applicable laws and rules. 

(8) If the contract permits the managing general agent to settle 

claims on behalf of the insurer: 

(a) The managing general agent shall report all claims to the insurer 

in a time ly manner. 

(b) The managing general agent shall send a copy of the claim file 

to the insurer at its request or as soon as it becomes known that the claim: 

1. Has equalled or exceeded or has the potential to equal or exceed 

an amount whieh is .5~ of the insurer's policyholder surplus as of Deeember 31 

of the immediately preceding ealendar year or exceeds the limit set by the 

insurer, whiehever is less; 
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2. Involves a coverage dispute; 

3. May exceed the managing general agent claims settlement authority; 

4. Is open for more than 6 months; or 



5. Is closed by payment of an amount equal to or greater than .5% of 

the insurer's policyholder surpIus as of December 31 of the immediately 

preceding calendar year or an amount set by the insurer, whichever is less. 

(9) All claim files will be the joint property of the insurer and 

managing general agent. However, upon an order of liquidation of the insurer 

the files shall become the sole property of the insurer or its estate. The 

contract may provide that the managing general agent may have reasonable 

access to and the right to copy the files on a timely basis. 

(10) Any settlement authority granted to the managing general agent 

may be terminated for cause upon the insurer's written notice to the managing 

general agent or upon the termination of the contract. The insurer may 

suspend the settlement authority during the pendency of any dispute regarding 

the cause for termination. 

(11) The managing general agent will time ly transmit to the insurer 

appropriate data from electronic claims files. 

(12) If the contract provides for a sharing of interim profits by the 

managing general agent, and the managing general agent has the authority to 

determine the amount of the interim profits by establishing loss reserves or 

controlling claim payments, or in any other manner, interim profits will not 

be paid to the managing general agent until one year after they are earned for 

property insurance business and 5 years after they are earned on casualty 

business and not until the profits have been verified as required under 

s. Ins 42.05. 

(13) The managing general agent may not: 

(a) Bind reinsurance or retrocessions on behalf of the insurer, 

except that the managing general agent may bind facultative reinsurance 

contracts pursuant to obligatory facultative agreements if the contract with 

the insurer contains reinsurance underwriting guidelines including, for both 
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, 
reinsuranee assumed and ceded, a list of reinsurers with whieh the automatie 

agreements are in effeet, the coverages and amounts or pereentages that may be 

reinsured and eommission sehedules; 

(b) Commit the insurer to partieipate in insuranee or reinsuranee 

syndieates; 

(e) Appoint any subprodueer without assuring that the subprodueer is 

lawfully lieensed to transaet the type of insuranee for whieh the subprodueer 

is appointed; 

(d) Without prior approval of the insurer, pay or eommit the insurer 

to pay a elaim over a speeified amount, net of reinsuranee, whieh shall not 

exeeed 1% of the insurer's policyholder surpIus as of Deeember 31 of the last 

eomp1eted ealendar year; 

(e) Colleet any payment from a reinsurer, or eommit the insurer to 

any e1aim settlement with a reinsurer, without prior approval of the insurer. 

If prior approval is given, a report must be promptly forwarded to the 

insurer; 

(f) Permit its subprodueer to serve on the insurer's board of 

direetors: 

(g) Jointly employ an individual who is employed by the insurer; or 

(h) Appoint a submanaging general agent. 

Ins 42.035 APPLICABILITY. (1) A managing general agent funetioning 

without a written eontraet on or after the effeetive date of this ehapter 

[revisor inserts datel is deemed to be subject to terms eonsistent with s. Ins 

42.03. 

(2) A managing general agent which first enters into, amends or 

renews a contract on or after the effeetive date of this chapter [revisor 

inserts datel is subject to s. Ins 42.03. 
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(3) A managing general agent not otherwise subjeet to s. Ins 42.03 

under sub. (1) or (2) is subject to s. Ins 42.03 after September 30, 1994. 

Ins 42.04 EFFECT OF NONCOMPLIANCE ON CONTRACT TERMS. A eontract 

between an insurer and a managing general agent that violates s. Ins 42.03 is 

enforeeable against the managing general agent as if it conformed to 

s. Ins 42.03. 

Ins 42.05 DUTIES OF INSURERS. (1) Eaeh insurer shall have on file an 

independent financial examination of each managing general agent with whieh it 

has done business after the effeetive date of this chapter [revisor inserts 

datel. 

(2) If a managing general agent establishes loss reserves, the 

insurer shall annually obtain the opinion of an aetuary attesting to the 

adequacy of loss reserves established for losses ineurred and outstanding on 

business produeed by the managing general agent. This is in addition to any 

required loss reserve eertifieation required under s. Ins 50.30. 

(3) An insurer shall at least semiannually eonduet an on-site review 

of the underwriting and elaims proeessing operations of its managing general 

agents. 

(4) An insurer shall require that binding authority for all 

reinsuranee contraets or participation in insurance or reinsuranee syndieates 

shall rest with an offieer of the insurer who is not associated with the 

managing general agent exeept the commissioner may give a written waiver of 

this subseetion if the managing general agent is a wholly owned subsidiary of 

the insurer. 

(5) Within 30 days of entering into or termination of a contraet with 

a managing general agent, an insurer shall provide written notifieation of the 

appointment or termination to the eommissioner. Notiees of appointment of a 

managing general agent shall inelude a statement of duties whieh the applicant 
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is expected to perform on behalf of the insurer, the lines of insurance for 

which the applicant is to be authorized to act, a copy of the contract, and 

any other information the commissioner may request. 

(6) An insurer shall review its books and records each quarter of the 

calendar year to determine if any producer has become a managing general 

agent. If the insurer determines that a producer has become a managing 

general agent, the insurer shall promptly notify the producer and the 

commissioner of the determination and the insurer and producer shall fully 

comply with this chapter within 30 days. 

(7) An insurer shall not appoint to its board of directors an 

offieer, director, employe, subproducer or controlling shareholder of its 

managing general agents except the commissioner may give a written waiver of 

this subsection if the managing general agent is a wholly owned subsidiary of 

the insurer. 

Ins 42.06 EXAMINATION AliTHORITY. The acts of a managing general agent 

are acts of the insurer on whose behalf it is acting. A managing general 

agent may be examined as if it were the insurer. 

Ins 42.07 ADDITIONAL RESTRICTIONS. This chapter is in addition to 

ss. 611.67 and 618.22, Stats. 

SECTION 17. Chapter Ins 45 is created to read: 

CHAPTER 45 

BUSINESS TRANSACTED WITH PRODUCER CONTROLLED 

PROPERTY OR CASUALTY INSURER 

Ins 45.01 DEFINITIONS. In this chapter, unless the context otherwise 

requires: 

(1) "Accredited state" means a state in which the insurance 

department or regulatory agency has qualified as meeting the minimum financial 
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regulatory standards promulgated and established from time to time by the 

National Association of lnsuranee Comrnissioners. 

(2) "Control" has the meaning provided under s. 600.03 (13), Stats. 

(3) "Controlled insurer" means a lieensed insurer whieh is 

controlled, direetly or indireetly, by a produeer. 

(4) "Controlling produeer" means a produeer who, direetly or 

indireetly, controIs an insurer. 

(5) "lnsurer" means an insurer lieensed to transact property or 

easualty insuranee business in this state. "lnsurer" does not inelude, for 

the purposes of this ehapter: 

(a) A risk retention group as defined in s. 600.03 (4le); 

(b) A residual market pool or joint underwriting authority or 

association; or 

(e) An insurer owned by another organization and whose exelusive 

purpose is to insure risks of the parent organization and the parent 

organization's affiliates or, in the ease of groups and assoeiations, an 

insurer owned by the insureds whose exelusive purpose is to insure risks of 

mernber organizations or group members and their affiliates. 

(6) "Policyholder surpIus" means capital and surpIus. 

(7) "Produeer" means an insuranee broker as defined by s. 628.02 (3), 

Stats., or any other person who, for any eompensation, comrnission or other 

thing of value, acts or aids in any manner in soliciting, negotiating or 

proeuring the making of any insurance eontract on behalf of an insured other 

than the person. 

lns 45.02 SeOPE. (1) This ehapter applies only to insurers whieh are 

domieiled in this state or whieh are domieiled in a state that is not an 

aeeredited state or whieh does not have in effeet a law whieh is substantially 

similar to this ehapter. 
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(2) (a) Except as provided by par. (b), ss. Ins 45.03 to 45.06 apply 

only if, in any calendar year, the aggregate amount of gross written premium 

on business placed with a controlled insurer by a controlling producer is 

equal to or greater than 5% of the admitted assets of the controlled insurer, 

as reported in the controlled insurer's quarterly statement filed as of 

September 30 of the prior year. 

(b) If both of the following are complied with, ss. Ins 45.03 to 

45.06 do not apply: 

1. The controlling producer: 

a. Places insurance only with the controlled insurer, or only with 

the controlled insurer and a member of the controlled insurer's holding 

company system, or the controlled insurer's parent, affiliate or subsidiary 

and receives no compensation based upon the amount of premiums written in 

connection with the insurance; and 

b. Accepts insurance p1acements only from nonaffiliated subproducers, 

and not directly from insureds; and 

2. The control1ed insurer, except for insurance business written 

through a residual market facility, accepts insurance business only from a 

contro11ing producer, a producer contro11ed by the controlled insurer, or a 

producer that is a subsidiary of the controlled insurer. 

(3) This chapter is in addition to any other law or rule which may 

apply. 

Ins 45.03 MINlMUM STANDARDS. A controlled insurer may not accept 

business from a contro1ling producer and a controlling producer may not place 

business with a controlled insurer unIess there is a written contractbetween 

the controlling producer and the insurer specifying the responsibilities of 

each party, the contract is approved by the board of directors of the insurer, 
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the controlling producer complies with the contract and the contract contains 

at least all of the following minimum provisions: 

(1) The controlled insurer may terminate the contract for cause, upon 

written notice to the controlling producer. The controlled insurer may 

suspend the authority of the controlling producer to write business during the 

pendency of any dispute regarding the cause for the termination. 

(2) The controlling producer shall render accounts to the controlled 

insurer detailing all material transactions, including information necessary 

to support all commissions, charges and other fees received by, or owing to, 

the controlling producer. 

(3) The controlling producer shall remit all funds due under the 

terms of the contract to the controlled insurer on at least a monthly basis 

and funds shall be due so that premiums or installments collected are required 

to be remitted no later than 90 days after the effective date of any policy 

plaeed with the controlled insurer under the eontract; 

(4) All funds colleeted for the controlled insurer's account sha11 be 

held by the eontrolling produeer in a fiduciary capaeity, in accounts in one 

or more financial institutions that are members of the Federal Reserve System, 

exeept the eontract may provide that funds of a controlling producer not 

required to be licensed in this state may be maintained in compIianee with the 

requirements of the controlling producer's state of domieile. 

(5) The controlling produeer shall maintain records of business 

written for the controlled insurer which are separate from the records of 

other business. 

(6) The contract shall not be assigned in whole or in part by the 

controlling producer. 

(7) The controlling producer shall obtain and adhere to the 

controlling insurer's written underwriting standards, rules, procedures, 
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manuals setting forth the rates to be charged, and the conditions for the 

acceptance or rejection of risks, rates and conditions and the standards, 

rules, procedures, rates and conditions shall be the same as those applicable 

to comparable business placed with the controlled insurer by a producer other 

than the controlling producer. 

(8) The rates and terms of the controlling producer's commissions, 

charges or other fees and the purposes for those charges or fees. The rates 

of the commissions, charges and other fees shall be no greater than those 

applicable to comparable business placed with the controlled insurer by 

producers other than controlling producers. For purposes of this subsection 

and sub. (7) "comparable business" includes, but is not limited to, the same 

lines of insurance, same kinds of insurance, same kinds of risks, similar 

policy limits, and similar quality of business. 

(9) If the contract provides that the controlling producer, on 

insurance business placed with the insurer, is to be compensated contingent 

upon the insurer's profits on that business, the contract shall also provide 

that the compensation shall not be determined and paid until at least 5 years 

after the premiums on liability insurance are earned and at least one year 

after the premiums are earned on any other insurance. The contract shall 

provide that the commissions may not be paid until the adequacy of the 

controlled insurer's reserves on remaining claims has been independently 

verified under s. Ins 45.06 (1). 

(10) Alimit on the controllirtg producer's writings in relation to 

the controlled insurer's policyholder surpIus and total writings. The insurer 

may establish a different limit for each line or sub-line of business. The 

controlled insurer shall notify the controlling producer when the applicable 

limit is approached and shall not accept business from the controlling 

producer if the limit is reached. The controlling producer shall not place 
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business with the controlled insurer if it has been notified by the controlled 

insurer or knows or reasonably should know that the limit has been reached. 

(Il) The controlling producer may negotiate but may not bind 

reinsurance on behalf of the controlled insurer on business the controlling 

producer places with the controlled insurer, except that the controlling 

producer may bind facultative reinsurance contracts pursuant to obligatory 

facultative agreements if the contract with the controlled insurer contains 

underwriting guidelines including, for both reinsurance assurned and ceded, a 

list of reinsurers with which the automatic agreements are in effect, the 

coverages and amounts or percentages that may be reinsured and commission 

schedules. 

Ins 45.04 APPLICABILITY: NONCOMPLIANCE. (1) (a) A controlling 

producer functioning without a written contract on or after the effeetive date 

of this chapter [revisor inserts datel is subject to s. Ins 45.03. 

(b) A controlling producer which first enters into, amends or renews 

a eontraet on or after the effective date of this chapter [revisor inserts 

datel is subjeet to s. Ins 45.03. 

(e) A eontrolling producer not otherwise subject to s. Ins 45.03 

under par. (a) or (b) is subject to s. Ins 45.03 after September 30, 1994. 

(2) A contract between a controlling producer and a eontrolled 

insurer which violates s. 45.03 is enforceable against the producer as if it 

conformed to s. 45.03. 

Ins 45.05 AUDIT COMMITTEE. Every controlled insurer shall have an 

audit committee of the board of directors composed of independent direetars. 

The audit committee shall annually meet with management, the insurer's 

independent certified public accountants, and an independent easualty actuary, 

or an independent loss reserve specialist approved by the eommissioner, to, at 

a minimum, review the adequacy of the insurer's loss reserves. 
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Ins 45.06 REPORTING REOUIREMENTS. In addition to any loss reserve 

certification required under s. Ins 50.30, a controlled insurer shall 

annually, prior to Aprill, file with the commissioner: 

(1) An opinion of an independent casualty actuary or of an other 

independent loss reserve specialist who is acceptable to the commissioner, 

reporting loss ratios for each line of business written and attesting to the 

adequacy of loss reserves established for losses incurred and outstanding as 

of each calendar year-end on and after December 31, 1993, including incurred 

but not reported, on business placed by the producer; and 

(2) A report of the amount of commissions paid to the producer, the 

percentage the amount represents of the net premiums written and comparable 

amounts and percentage paid to noncontrolling producers for placements of the 

same kinds of insurance, for calendar year 1993 and each subsequent 

immediately preceding calendar year. 

Ins 45.07 DISCLOSURE. A controlling producer, prior to the effective 

date of the policy, shall deliver written notice to the prospective insured 

disclosing the relationship between the producer and the controlled insurer 

except that, if the business is placed through a subproducer who is not a 

controlling producer, the controlling producer shall retain in its records a 

signed statement from the subproducer that the subproducer is aware of the 

relationship between the insurer and the producer and a commitment that the 

subproducer has or will notify insureds of the relationship. The subproducer 

shall deliver the disclosure to prospective insureds. 
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CHAPTER 47 

REINSURANCE.INTERMEDIARY REGULATION 

Ins 47.01 DEFINITIONS. In this chapter: 



(1) "Aetuary" means a person who is a member in good standing of the 

American Academy of Aetuaries. 

(2) "eontrolling person" means any person who direetly or indirectly 

has the power to direet or eause to be directed, the management, eontrol or 

aetivities of the reinsuranee intermediary. 

(3) "Insurer" means an insurer as defined under s. 600.03 (27), 

Stats., whieh has a eertifieate of authority under ch. 611, 612, 613, 614 or 

618, Stats. 

(4) "Policyholder surpIus" means capital and surpIus. 

(5) "Reinsurer" means an insurer lieensed in this state with the 

authority to assume reinsuranee under ch. 627, Stats. 

(6) "Reinsuranee intermediary" means a reinsuranee 

intermediary-broker or a reinsuranee intermediary-manager. 

(7) "Reinsuranee intermediary-broker" means any person, other than an 

offieer or employe of the eeding insurer, who solicits, negotiates or places 

reinsuranee cessions or retroeessions on behalf of a eeding insurer. 

(8) (a) "Reinsuranee intermediary-manager" means any person not 

exeluded under par. (b) who: 

1. Has authority to bind, manages a separate division, department or 

underwriting office with responsibi1ity for, or manages all or part of, 

assumed reinsuranee business of a reinsureri and 

2. Aets as an agent for the reinsurer. 

(b) "Reinsuranee intermediary-manager" does not inelude: 

1. An emp10ye of the reinsureri 

2. A United States manager of the United States braneh of an alien 

reinsureri 
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3. An underwriting manager whieh, pursuant to eontraet, manages all 

or part of the reinsuranee operations of the reinsurer, is under eommon 

eontrol with the reinsurer, is subjeet to ch. 617, Stats., and ch. Ins 40, or 

the laws and rules of another state whieh are substantially similar to ch. 

617, Stats., and ch. Ins 40, and whose eompensation is not based on the volume 

of premiums written. 

4. The manager of a group, association, pool or organization of 

insurers which engage in joint underwriting or joint reinsurance and who are 

subject to examination by the insurance commissioner of the state in which the 

manager's principal business office is located. 

(9) "Qualified United States financial institution" means a finaneial 

institution that: 

(a) Is organized or, in the ease of a United States office of a 

foreign banking organization, 1icensed, under the laws of the United States or 

any state; 

(b) Is regulated, supervised and examined by federal or state 

authorities having regulatory authority over finaneial institutions; and 

(e) Has been determined by either the commissioner, or the securities 

valuation office of the National Association of Insurance Commissioners, to 

meet such standards of financial condition and standing as are considered 

necessary and appropriate to regu1ate the quality of financial institutions 

whose letters of credit will be acceptable to the eommissioner. 

Ins 47.02 LICENSURE. (1) Except as provided by sub. (2): 

(a) No person may aet as a reinsurance intermediary-broker in this 

state if the reinsurance intermediary-broker maintains an office either 

direetly or as a member or employe of a firm or association, or an offieer, 

direetor or employe of a corporation: 
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1. In this state, unIess the reinsurance interrnediary-broker is a 

licensed reinsurance intermediary-broker in this state: 

2. In another state, unIess the reinsurance interrnediary-broker is a 

licensed reinsurance intermediary-broker in this state or for that function in 

another state having a law or rule substantially similar to this chapter. 

(b) Except asprovided by sub. (2), no person may act as a 

reinsurance interrnediary-manager: 

1. For a reinsurer domiciled in this state, unIess the person is a 

licensed reinsurance intermediary-manager in this state; 

2. In this state, if the person maintains an office either directly 

or as a member or ernploye of a firm or association, or an offieer, director or 

employe of a corporation in this state, unIess the person is a licensed 

reinsurance interrnediary-manager in this state; or 

3. In another state for a nondomestic insurer, unIess the person is a 

licensed reinsurance interrnediary-manager in this state or for that function 

in another state having a law sUbstantially sirnilar to this chapter. 

(2) This section does not apply to a natural person if: 

(a) The natural person is narned in the application or supplernent to 

an application for a reinsurance intermediary license and the license 

designates the natural person as authorized to act under the license; and 

(b) The natural person is a mernber or ernploye of a firm or 

association licensed as a reinsurance intermediary or is an offieer, director 

or ernploye of a corporation licensed as an intermediary. 

(3) The comrnissioner may require a reinsurance intermediary-rnanager 

required to be licensed under sub. (1) to: 

(a) File a bond in an arnount and from an insurer acceptable to the. 

comrnissioner for the protection of the reinsurer; and 
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(b) Maintain an errors and omissions policy in an amount acceptable 

to the cornmissioner. 

(4) The cornmissioner may issue a reinsurance intermediary license to 

any person who complies with the requirements of this chapter and ss. Ins 6.58 

or 6.59. 

(5) If the applicant for a reinsurance intermediary license is a 

nonresident, the applicant, as a condition precedent to receiving or holding a 

license, shall: 

(a) Designate the commissioner as agent for service of process in the 

manner, and with the same legal effect, provided for by this chapter for 

designation of service of process upon unauthorized insurers; and 

(b) Furnish the cornmissioner with the name and address of aresident 

of this state upon whom notices or orders of the cornmissioner or process 

affecting the nonresident reinsurance intermediary may be served. 

(6) A nonresident reinsurance intermediary licensee shall promptly 

notify the cornmissioner in writing of every change in its designated agent for 

service of process, and the change is not effective until acknowledged by the 

cornmissioner. 

(7) The cornmissioner may refuse to issue or revoke, suspend or 

summarily suspend, a reinsurance intermediary license if the applicant, anyone 

named on the application or supplement to the application, or any member, 

principal, offieer or director of the applicant, is not trustworthy, or any 

controlling person is not trustworthy or any of them has given cause for 

revocation or suspension of a license, or has failed to comply with any 

prerequisite for the issuance of a reinsurance intermediary license. 

(8) The commissioner may refuse to issue, suspend, summarily suspe~d 

or revoke the license of a reinsurance intermediary for violation of chs. 600 
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to 645, Stats., a rule adopted under ch. 600 to 645, Stats., or on any grounds 

deseribed in s. 628.10, Stats. 

(9) Lieensed attorneys at law who aet solely in their professional 

eapaeity as attorneys are exempt from this seetion. 

lns 47.03 REOUlRED CONTRACT PROVlSlONS-RElNSURANCE 

lNTERMEDlARY-BROKERS. No reinsuranee intermediary-broker or insurer may enter 

into an agreement or arrangement after the effeetive date of this seetion 

[revisor inserts date] and after September 30, 1994, no reinsuranee 

intermediary-broker may eontinue an agreement or arrangement, for the 

reinsuranee intermediary-broker to represent the insurer as a reinsuranee 

intermediary-broker unIess the reinsuranee intermediary-broker obtains written 

authorization from the insurer, the reinsuranee intermediary-broker eomplies 

with the terms of the authorization, and the authorization speeifies the 

responsibilities of eaeh party, ineluding, but not limited to, the following: 

(1) The insurer may terminate the reinsuranee intermediary-broker 

authority at any time. 

(2) The reinsuranee intermediary-broker will render aeeounts to the 

insurer aeeurately detailing all material transactions, ineluding information 

neeessary to support all eommissions, charges and other fees reeeived by, or 

owing, to the reinsuranee intermediary-broker, and remit all funds due to the 

insurer within 30 days of reeeipt. 

(3) The reinsuranee intermediary-broker will hold all funds eolleeted 

for the insurer's aeeount in a fidueiary eapaeity in a qualified United States 

finaneial institution. 

(4) The reinsuranee intermediary-broker will eomply with s. lns 47.04. 

(5) The reinsuranee intermediary-broker will eomply with the written 

standards established by the insurer for the eession or retroeession of all 

risks. 
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(6) The reinsuranee intermediary-broker will disclose to the insurer 

any relationship with any reinsurer to which business will be ceded or 

retroeeded. 

lns 47.04 BOOKS AND RECORDS-RElNSURANCE lNTERMEDlARY-BROKERS. (1) A 

reinsuranee intermediary-broker shall keep a complete record for each 

transaction for at least 10 years after expiration of each contract of 

reinsurance transacted by the reinsuranee intermediary-broker, showing: 

(a) Type of contract, limits, underwriting restrictions, elasses or 

risks and territory; 

(b) ~eriod of coverage, including effective and expiration dates, 

eaneellation provisions and notice required of eaneellation; 

(e) Reporting and settlement requirements of balances; 

(d) Rate used to eompute the reinsuranee premium; 

(e) Names and addresses of assuming reinsurers; 

(f) Rates of all reinsurance eommissions, including the commissions 

on any retroeessions hand1ed by the reinsuranee intermediary-broker; 

(g) Related correspondence and memoranda; 

(h) Proof of placement; 

(i) Details regarding retrocessions handled by the reinsuranee 

intermediary-broker including the identity of retroeessionaries and percentage 

of each eontract assumed or eeded; 

(j) Financial records, including but not limited to, premium and loss 

aecounts; and 

(k) When the reinsurance intermediary-broker proeures a reinsurance 

eontraet on behalf of a licensed eeding insurer: 

1. Direetly from any assuming reinsurer, written evidenee that the. 

assuming reinsurer has agreed to assume the risk; or 
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2. If placed through a representative of the assurning reinsurer, 

other than an employe, written evidenee that the reinsurer has delegated 

binding authority to the representative. 

(2) A reinsuranee intermediary-broker shall give eaeh insurer it 

represents aeeess to and the right to eopy and audit all aeeounts and reeords 

maintained by the reinsuranee intermediary-broker related to the insurer's 

business in a form usable by the insurer. 

Ins 47.05 DUTIES OF INSURERS UTILIZING THE SER~ICES OF A REINSURANCE 

INTERMEDIARY-BROKER: PROHIBITED FUNCTION. (1) An insurer may not use the 

serviees of any person to aet as a reinsuranee intermediary-broker on its 

behalf unIess the person is lieensed as required by this ehapter. 

(2) An insurer may not empIoy an individual who is employed by a 

reinsuranee intermediary-broker with whieh it transaets business, unIess the 

reinsuranee intermediary-broker is under eommon eontrol with the insurer and 

subjeet to eh. 617, Stats. and eh. Ins 40, or the laws and rules of another 

state whieh are determined by the eommissioner to be substantially similar to 

eh. 617, Stats., and eh. Ins 40. 

(3) An insurer shall annually obtain a eopy of statements of the 

financial eondition of eaeh reinsuranee intermediary-broker with whieh it 

transaets business. 

(4) A reinsuranee intermediary-broker required to be lieensed under 

this ehapter may not bind, and an insurer may not give the reinsuranee 

intermediary-broker authority to bind, eeded reinsuranee on behalf of the 

insurer, except that the reinsuranee intermediary-broker may bind eeded 

faeultative reinsuranee pursuant to obligatory facuItative agreements if the 

eontraet with the insurer eontains reinsuranee underwriting guidelines for the 

retroeessions. The guidelines shall inelude a list of reinsurers with which 

the automatie agreements are in effeet, and for eaeh such reinsurer, the 
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coverages and amounts or pereentages that may be reinsured, and eommission 

sehedules. 

Ins 47.06 REGUlRED CONTRACT PROVISIONS-REINSURANCE 

INTERMEDIARY-MANAGER. No reinsuranee intermediary-manager or reinsurer may 

enter into an agreement or arrangement, or amend or renew an agreement or 

arrangement, after the effeetive date of this seetion [revisor inserts datel 

for the reinsuranee intermediary-manager to represent the reinsurer, or 

eontinue an agreement or arrangement in effeetive on the effeetive date of 

this seetion [revisor inserts datel after September 30, 1994, unIess the 

agreement or arrangement is a written eontraet whieh speeifies the 

responsibilities of eaeh party and eomplies with this seetion, the reinsuranee 

intermediary-manager eomplies with the eontraet, and the eontraet is approved 

by the reinsurer's board of direetors, is filed with the eommissioner for 

approval at least 30 days before the reinsurer assumes or eedes business 

through the reinsuranee intermediary-manager, and the eommissioner approves 

the eontraet. The eontraet shall speeify the responsibilities of the 

reinsuranee intermediary-manager, ineluding, but not limited to, the following: 

(1) The reinsurer may terminate the eontraet for eause upon written 

notice to the reinsuranee intermediary-manager. The reinsurer may immediately 

suspend the authority of the reinsuranee intermediary-manager to assume or 

eede business during the pendeney of any dispute regarding the eause for 

termination. 

(2) The reinsuranee intermediary-manager wi11 render aeeounts to the 

reinsurer aeeurately detailing all material transactions, ineluding 

information neeessary to support all eommissions, charges and other fees 

reeeived by, or owing to the reinsuranee intermediary-manager, and remit all 

funds due under the eontraet to the reinsurer on not less than a monthly basis. 
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(3) All funds eolleeted for the reinsurer's account will be held by 

the reinsuranee intermediary-manager in a fidueiary eapaeity in a qualified 

United States financial institution. The reinsurance intermediary-manager may 

retain no more than 3 months estimated claims payments and alloeated loss 

adjustment expenses. The reinsuranee intermediary-manager shall maintain a 

separate finaneial institution aeeount for eaeh reinsurer that it represents. 

(4) For at least 10 years after expiration of each eontract of 

reinsuranee transaeted by the reinsuranee intermediary-manager, the 

reinsuranee intermediary-manager will keep a eomplete record for each 

transaction showing: 

(a) The type of eontraet, limits, underwriting restrietions, elasses 

or risks and territory; 

(b) Period of coverage, ineluding effective and expiration dates, 

cancellation provisions and notice required of cancel1ation, and disposition 

of outstanding reserves on covered risks; 

(e) Reporting and settlement requirements of balances; 

(d) Rate used to eompute the reinsurance premium; 

(e) Names and addresses of reinsurers; 

(f) Rates of all reinsuranee eommissions, including the commissions 

on any retroeessions handled by the reinsurance intermediary-manager; 

(g) Related eorrespondence and memoranda; 

(h) Proof of plaeement; 

(i) Details regarding retroeessions handled by the reinsuranee 

intermediary-manager, as permitted under s. Ins 47.08 (4), including the 

identity of retrocessionaires and percentage of each eontract assumed or ceded; 

(j) Financial reeords, including but not limited to, premium and loss 

accounts; and 
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(k) When the reinsurance intermediary-manager places a reinsurance 

contract on behalf of a ceding insurer: 

1. Directly from any assurning reinsurer, written evidenee that the 

assurning reinsurer has agreed to assurne the risk; or 

2. If placed through a representative of the assurning reinsurer, 

other than an employe, written evidenee that the reinsurer has delegated 

binding authority to the representative. 

(5) A reinsurance intermediary-manager shall give the reinsurer it 

represents access to and the right to copy and audit all accounts and records 

maintained by the reinsurance intermediary-manager related to the reinsurer's 

business in a form usable by the reinsurer. 

(6) The contract may not be assigned in whole or in part by the 

reinsurance intermediary-manager. 

(7) The reinsurance intermediary-manager will comply with the written 

underwriting and rating standards established by the insurer for the 

acceptance, rejection or cession of all risks. 

(8) Rates, terms and purposes of commissions, charges and other fees 

which the reinsurance intermediary-manager may levy against the reinsurer. 

(9) If the contract permits the reinsurance intermediary-manager to 

settle claims on behalf of the reinsurer: 

(a) All claims will be reported to the reinsurer in a timely manner; 

(b) A copy of the claim file will be sent to the reinsurer at its 

request or as soon as it becomes known that the claim: 

1. Has the potential to exceed the lesser of an amount equal to 3~ of 

the reinsurer's policyholder surpIus as of the end of the immediately 

preceding calendar year or the limit set by the reinsurer; 
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3. May exeeed the reinsuranee intermediary-manager's elaims 

settlement authority; 

4. Is open for more than 6 months; or 

5. Iselosed by payment of an arnount equal to or greater than the 

lesser of 1~ of the reinsurer's policyholder surpIus as of the end of the 

immediately preeeding ealendar year or an arnount set by the reinsurer; 

(e) All elaim files will be the joint property of the reinsurer and 

reinsuranee intermediary-manager, but upon an order of liquidation of the 

reinsurer the files shall become the sole property of the reinsurer or its 

estate and the reinsuranee intermediary-manager shall have reasonable access 

to and the right to eopy the files on a timely basis; 

(d) Any settlement authority granted to the reinsuranee 

intermediary-manager may be terminated for eause upon the reinsurer's written 

notice to the reinsurance intermediary-manager or upon the termination of the 

contract. The reinsurer may suspend the settlement authority during the 

pendency of the dispute regarding the cause of termination. 

(10) If the eontract provides for a sharing of interim profits by the 

reinsuranee intermediary-manager, that the interim profits will not be paid 

until one year after the end of each underwriting period for property business 

and 5 years after the end of eaeh underwriting period for casualty business, 

or a later period set by order of the commissioner for specified lines of 

insuranee, and not until the adequaey of reserves on remaining claims has been 

verified pursuant to s. Ins 47.08 (3). 

(11) The reinsuranee intermediary-manager will annual1y provide the 

reinsurer with a statement of its finaneial eondition prepared by an 

independent eertified aeeountant. 
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(12) The reinsurer sha11 at 1east semiannually eonduet an on-site 

review of the underwriting and elaims proeessing operations of the reinsuranee 

intermediary-manager. 

(13) The reinsuranee intermediary-manager will diselose to the 

reinsurer any relationship it has with any insurer prior to eeding or assuming 

any business with the insurer under the eontraet. 

(14) Within the seope of its aetual or apparent authority the aets of 

the reinsuranee intermediary-manager are the aets of the reinsurer on whose 

behalf it is acting. 

Ins 47.07 PROHIBITED ACTS. A reinsuranee intermediary-manager may not: 

(1) Cede retroeessions on beha1f of the reinsurer, exeept that the 

reinsuran~e intermediary-manager may eede faeultative retroeessions pursuant 

to obligatory faeultative agreements if the eontraet with the reinsurer 

eontains reinsuranee underwriting guide1ines for the retroeessions. The 

guidelines shall inelude a list of reinsurers with whieh the automatie 

agreements are in effeet, and for eaeh such reinsurer, the coverages and 

amounts or pereentages that may be reinsured, and eommission sehedules. 

(2) Commit the reinsurer to partieipate in reinsuranee syndieates. 

(3) Appoint any produeer without assuring that the produeer is 

lawfully lieensed to transaet the type of reinsuranee for whieh the produeer 

is appointed. 

(4) Without prior approval of the reinsurer, pay or commit the 

reinsurer to pay a claim, net of retroeessions, that exeeeds the lesser of an 

amount speeified by the reinsurer or one percent of the reinsurer's 

policyholder surpIus as of Deeember 31 of the last eomplete ealendar year. 

(5) Colleet any payment from a retroeessionaire or eommit the 

reinsurer to any elaim settlement with a retroeessionaire, without prior 
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approval of the reinsurer. If prior approval is given, the reinsurance 

intermediary-manager shall promptly forward a report to the reinsurer. 

(6) Jointly employ an individual who is employed by the reinsurer 

unless such reinsurance intermediary-manager is under common control with the 

reinsurer and subject to ch. 617, Stats., and ch. Ins 40, or the laws and 

rules of another state which are sUbstantially similar to ch. 617, Stats., and 

ch. Ins 40. 

(7) Appoint a subreinsurance intermediary-manager. 

Ins 47.08 DUTIES OF REINSURERS UTILIZING THE SERVICES OF A 

REINSURANCE INTERMEDIARY-MANAGER. (1) A reinsurer shall not engage the 

services of any person to act as a reinsurance intermediary-manager on its 

beha1f unless the person is licensed as required by s. Ins 47.02. 

(2) A reinsurer shall annually obtain a copy of statements of the 

financial condition of each reinsurance intermediary-manager which the 

reinsurer has engaged prepared by an independent certified accountant in a 

form acceptable to the commissioner. 

(3) A reinsurer shall annua1ly obtain the opinion of an actuary 

attesting to the adequacy of loss reserves established for losses incurred and 

outstanding on business produced by the reinsurance iritermediary-manager if 

the reinsurance intermediary-manager establishes loss reserves. This opinion 

is in addition to any other required loss reserve certification required under 

s. Ins 50.30. 

(4) A reinsurer shall require that binding authority for all 

retrocessional contracts or participation in reinsurance syndicates shall rest 

with an offieer of the reinsurer who shall not be associated with the 

reinsurance intermediary-manager. 
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(5) Within 30 days Of terrnination of a eontraet with a reinsuranee 

interrnediary-rnanager, the reinsurer shall provide written notifieation of the 

terrnination to the eommissioner. 

(6) A reinsurer may not appoint to its board of direetors, any 

offieer, direetor, ernploye, eontrolling shareholder or subprodueer of its 

reinsuranee interrnediary-rnanager and no offieer, direetor, ernploye, 

eontrolling shareholder, direetor or subprodueer of its reinsuranee 

interrnediary-rnanager mayaccept appointrnent to or serve on the board of 

direetors of the reinsurer. This subseetion shall not apply to relationships 

governed by ch. 617, Stats., or, if applieable, ch. Ins 45 or a sirnilar law of 

another state. 

Ins 47.09 EFFECT OF NONCOMPLIANCE ON CONTRACT TERMS. A eontraet 

between a reinsuranee interrnediary and an insurer that violates s. Ins 47.03 

or 47.06 is enforeeable against the reinsuranee intermediary as if it 

conformed to s. Ins 47.03 or 47.06. 

Ins 47.10 EXAMINATION AUTHORITY. (1) A reinsuranee interrnediary may 

be examined by the eommissioner. A reinsuranee intermediary shall give the 

eommissioner access to all books, finaneial institution aeeounts and reeords 

of the reinsuranee interrnediary in a form usable to the eommissioner. 

(2) A reinsuranee interrnediary-rnanager may be examined as if it were 

the reinsurer. 

SECTION 19. Chapter Ins 50 is ereated to read: 

CHAPTER 50 

ANNVAL AUDITED FINANCIAL REPORTS, ANNUAL FINANCIAL STATEMENTS AND EXAMINATIONS 
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SUBCHAPTER I 

ANNUAL AUDITED FINANCIAL REPORTS 

Ins 50.01 DEFINITIONS. In this ehapter: 



(1) "Alien insurer" has the meaning provided under s. 600.03 (2), 

Stats. 

(2) "Audited finaneial report" means a finaneial report prepared and 

eonforming to s. Ins 50.06. 

(3) "Exeeutive offieer" means any individual eharged with the aetive 

management and eontrol in an executive capacity of a person, whether 

ineorporated or unineorporated and includes, but is not limited to, achair of 

the board, president, vi ee president, treasurer, seeretary, eontroller, and 

any individuals performing similar funetions. 

(4) "Foreign insurer" has the meaning provided under s. 600.01 (20), 

Stats. 

(5) "Independent eertified public aecountant" means: 

(a) An independent eertified public aeeountant, or independent 

aeeounting firm, in good standing with the American Institute of Certified 

Public Aecountants and in all states in which the aeeountant or firm is 

lieensed, or reguired to be lieensed, to practice; or 

(b) For Canadian and British companies, a Canadian ehartered or 

British chartered aeeountant. 

(6) "Insurer" means an insurer licensed under s. 185.981 or ch. 611, 

612, 613, 614 or 618, Stats., and the state life fund. 

(7) "Policyholder surpIus" means capital and surpIus. 

(8) "State of domieile" means the state where an insurer is domieiled 

or, for an alien insurer, its port of ent ry state. 

(9) "Work papers" means reeords kept by the independent eertified 

public aeeountant of the procedures followed, the tests performed, the 

information obtained, and the conelusions reaehed pertinent to the independent 

eertified public accountant's examination of the finaneial statements of an 

insurer. "Work papers" inelude, but are not limited to, audit planning 
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documentation, audit guides, work programs, analyses, memoranda, letters of 

confirmation and representation, abstracts of company documents and schedules 

or commentaries prepared or obtained by the independent certified public 

accountant in the course of examination of the financial statements of an 

insurer or which support the opinion of the independent certified public 

accountant regarding the financial statements. 

50.02 APPLICABILITY. UnIess otherwise ordered by the commissioner, 

this subchapter applies to all insurers except: 

(1) An insurer is not subject to this subchapter for a calendar year 

in which the insurer has: 

(a) Direet premiums written in this state of 1ess than $100,000 and 

1ess than 1,000 po1icyholders or certificate holders of directly written 

policies in the state at the end of the calendar year; and 

(b) Assumed premiums nationwide of 1ess than $1,000,000 under 

reinsurance contracts or treaties. 

(2) A foreign or alien insurer is exempt from this chapter except for 

s. Ins 50.03 if: 

(a) It comp1ies with another state's requirement to submit audited 

financial reports and the other state's requirement is found by the 

commissioner, in writing, to be substantial1y similar to the requirements of 

this chapter; and 

(b) It fi1es audited financia1 reports with that state's commissioner 

of insurance or equivalent agency. 

(3) An insurer licensed under ch. 612, Stats., if the insurer: 

(a) Has direet total written premium for the ca1endar year, including 

premiums on nonproperty coverage, of less than $300,000; 
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(b) Has a net of reinsuranee premium to polieyholder surpIus ratio of 

less than 6 to 1 as of the Deeember 31 of the year for whieh an audited 

finaneial report is otherwise required: 

(e) Is not authorized under its artieles of ineorporation to do 

business in more than 4 eounties: 

(d) Does not engage in the writing of nonproperty eoverage unIess the 

nonproperty eoverage is 100% reinsured: 

(e) Does not engage in the interehange of reinsuranee with other 

insurers 1ieensed under ch. 612, Stats., exeept town mutual reinsuranee 

eorporations organized under s. 612.71, Stats., where the interehange 

reinsuranee premiums exeeed 20% of the annual net premiums written by the 

assuming insurer lieensed under ch. 612, Stats.: and 

(f) Does not own real estate, ineluding, but not limited to, home 

office headquarters, whose eost or book value exeeeds 10% of its total assets. 

Ins 50.03 FILING BY EXEMPT FOREIGN AND ALIEN INSURERS. A foreign or 

alien insurer whieh is exempt from this subehapter under s. Ins 50.02 (2) 

shall: 

(1) File a copy of the audited finaneial report, report on 

significant defieieneies in internal controIs, and the aeeountant's letter of 

qualifieations whieh are filed with the other state with the commissioner not 

later than the filing dates specified in ss. Ins 50.05, 50.12 and 50.13, 

respeetively. Canadian insurers whieh are not subject to this subchapter 

under s. Ins 50.02 (2) sha1l submit to the eommissioner accountants' reports 

as fi1ed with the Canadian Dominion department of insurance not later than the 

filing dates speeified in s. Ins 50.05. 

(2) File with the eommissioner a eopy of any notifieation of adverse 

finaneial condition report filed with, or required to be filed with, the other 

state within the time speeified in s. Ins 50.11. 

798R92 
05/05/93 



Ins 50.04 AUTHORITY TO OBTAIN INFORMATION OR EXAMINE NOT RESTRICTED. 

This subchapter does not limit the authority of the commissioner to require an 

insurer or any other person to provide information, or to conduct an 

examination of an insurers or any other person, under any other statute or 

rule. 

Ins 50.05 FILING AND EXTENSIONS FOR FILING OF ANNUAL AUDITED 

FINANCIAL REPORTS. (1) An insurer shall: 

(a) Annually obtain or cause an audit of the insurer by an 

independent certified public accountant; and 

(b) File an audited financial report that complies with s. Ins 50.06 

with the commissioner on or before June 1 for the immediately preceding 

calendar year. 

(2) The commissioner may require an insurer to file the audited 

financial report earlier than the date specified under sub. (1) if the 

commissioner gives 90 days advance notice to the insurer. 

(3) The commissioner may grant extensions of the filing date under 

sub. (1) for 31-day periods if the insurer and independent certified public 

accountant establish there is good cause for an extension. Arequest for 

extension shall be submitted in writing not less than 10 days prior to the due 

date in sufficient detail to permit the commissioner to make an informed 

decision with respeet to the requested extension. 

(4) An insurer may not retain an accountant or accounting firm to 

comply with sub. (1) or s. Ins 50.07 unIess the accountant or accounting firm 

is an independent certified public accountant, regardless of whether the 

commissioner has issued a ruling under s. Ins. 50.08 (1). An insurer may not 

retain an accountant or accounting firm to comply with sub. (1) or 

s. Ins 50.07 if the commissioner under s. Ins 50.08 (1) rules that the 
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aeeountant or aeeounting firm is not qualified or if the aeeountant or 

aeeounting firm does not eomply with s. Ins 50.08 (2). 

Ins 50.06 CONTENTS OF ANNUAL AUDITED FINANCIAL REPORT. The annual 

audited finaneial report required under s. Ins '50.05 shall eomply with all of 

the following: 

(1) Report the finaneial position of the insurer as of the end of the 

most reeent ealendar year and the results of its operations, eash flows and 

ehanges in capital and surpIus for the year then ended in eonformity with 

statutory aeeounting praetiees preseribed, or otherwise permitted, by the 

department of insuranee, or equivalent ageney, of the state of domiei1e, or, 

for a domestie insurer, in eonformity with aeeounting praetiees preseribed or 

permitted in annual statements fi1ed with the eommissioner, as provided under 

s. Ins 7.02. 

(2) Inelude all of the following: 

(a) The report of the independent certified public aeeountant. 

(b) A balanee sheet reporting admitted assets, liabilities, capital 

and surpIus. 

(e) A statement of operations. 

(d) A statement of eash flows. 

(e) A statement of ehanges in capital and surpIus. 

(f) Notes to finaneial statements. These notes shall be those 

required by the appropriate National Association of Insuranee Commissioners' 

annual statement instruetions and any other notes required by generally 

accepted aeeounting prineiples and shall also inelude: 

1. A reeoneiliation of differenees, if any, between the audited 

statutory finaneial statements and the annual statement required under 

subeh. II of this ehapter with a written deseription of the nature of these 

differenees. 
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2. A summary of ownership and relationships of the insurer and all 

affiliates. 

(3) Include financial statements prepared in a form and using 

language and groupings substantially the same as the relevant sections of the 

annual statement of the insurer filed with the commissioner. The financial 

statement shall be comparative, presenting the amounts as of December 31 of 

the current year and the amounts as of the immediately preceding December 31, 

except in the first year in which an insurer is required to file an audited 

finaneial report, the comparative data may be omitted. 

Ins 50.07 DESIGNATION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT. (1) 

An insurer shall, within 60 days after the insurer beeomes subject to this 

subchapter: 

(a) Provide the eommissioner in writing the name and address of the 

independent certified public aceountant retained to conduct the annual audit 

required by this subchapter. 

(b) File with the commissioner a copy of the letter required to be 

obtained under sub. (3). 

(2) Insurers not retaining an independent certified public accountant 

on the effective date of this rule shall register the name and address of 

their retained independent certified public accountant not less than 6 months 

before the date when the first audited financial report is to be filed. 

(3) An insurer shall obtain a letter from the independent certified 

public accountant it retains to conduct the annual audit required by this 

subehapter. The letter shali state that the independent certified public 

accountant: 

(a) Is aware of the provisions of the insurance code and the rules 

and regulations of the insurance department or equivalent ageney of the state 
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of domieile of the insurer that relate to aeeounting and finaneial matters of 

insurers; and 

(b) will express an opinion on whether the finaneial statements 

conform to the statutory accounting practiees prescribed or otherwise 

permitted by that department or equivalent ageney and will speeify exceptions 

as appropriate. 

(4) If an independent eertified public aecountant for the immediately 

preeeding filed audited finaneial report of an insurer is dismissed or 

resigns, the insurer shall eomply with all of the following: 

(a) The insurer shall within 5 business days notify the eommissioner 

of the dismissal or resignation. 

(b) The insurer shall within 15 business days furnish the 

commissioner with a letter whieh clearly states that there was no disagreement 

required to be disclosed under this paragraph or which describes any 

disagreement between the insurer and the independent eertified public 

accountant in the 24 months preceding the dismissal or resignation, which: 

1. Was on any matter of aceounting principles or practices, finaneial 

statement diselosure, or auditing scope or procedure; and 

2. Would require the independent eertified public accountant to make 

referenee to the subjeet matter of the disagreement in eonnection with the 

opinion required under s. Ins 50.06. The requirement to provide a description 

applies regardless of whether the disagreement was resolved or whether the 

former independent certified public accountant was satisfied with the 

resolution. 

(e) The insurer shall within 15 business days furnish the 

eommissioner with a letter from the independent certified public aecountant 

addressed to the insurer stating whether the independent eertified public 
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accountant agrees with the statements contained in the insurer's letter 

required under par. (b) and, if not, stating the reasons why not. 

Ins 50.08 OUALIFICATIONS OF INDEPENDENT CERTIFIED PUBLIC 

ACCOUNTANTS. (1) The commissioner may rule that an accountant or accounting 

firm is not qualified for purposes of expressing an opinion on the financial 

statements in the annual audited financial report required under this 

subchapter and prohibit insurers from retaining the accountant or an 

accounting firm, and require insurers to replace the accountant or accounting 

firm, if the commissioner finds there is cause, including, but not limited to, 

a finding that the accountant or accounting firm: 

(a) Is not in good standing with the American Institute of Certified 

Public Accountants and in all states in which the accountant or accounting 

firm is, or is required to be, licensed to practice, or, for a Canadian or 

British company, that it is not achartered accountant; 

(b) Has not conformed to the standards of the accounting profession 

as contained in the Code of Professional Ethics of the American Institute of 

Certified Public Accountants and Rules and Regulations and Code of Ethics and 

Rules of Professional Conduct of the Accounting Examining Board, or a similar 

code; 

(c) Has been convicted of fraud, bribery, a violation of the 

Racketeer Influenced and Corrupt Organizations Act, 18 U.S.C. ss. 1961 to 

1968, or any dishonest conduct or practices under federal or state law; 

(d) Has been found to have violated the insurance laws or rules of 

this state; or 

(e) Has demonstrated a pattern or practice of failing to detect or 

disclose material information in financial reports. 

(2) After December 31, 1994, no accounting firm partner or other 

person responsible for rendering areport required of an independent certified 
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public aeeountant may aet in that eapaeity for more than seven eonseeutive 

years. Following any period of service such a person shall be disqualified 

from aeting in that or a similar eapaeity for the same company or its 

insuranee subsidiaries or affiliates for a period of 2. years. The 

eommissioner may grant relief from the rotation requirement on the basis of 

unusual eireumstanees. Faetors the eommissioner may eonsider in determining 

if the relief should be granted inelude, but are not limited to: 

(a) Number of partners, expertise of the partners or the number of 

insuranee elients in the eurrently registered firm; 

(b) Premium volume of the insurer; or 

(e) Number of jurisdietions in whieh the insurer transaets business. 

Ins 50.09 CONSOLIDATED OR COMBINED AUDITS. An insurer may file 

audited eonsolidated or eornbined finaneial statements in lieu of separate 

annual audited financial statements reguired under this subchapter if the 

commissioner approves in writing and if the insurer is part of a group of 

insurers whieh utilizes a pooling or 100% reinsuranee agreement that affeets 

the solvency and integrity of the insurerts reserves and the insurer cedes all 

of its direet and assumed business to the pool. If the commissioner permits a 

consolidated report under this section the report shall include a eolumnar 

consolidating or eombining work sheet, as follows: 

(1) Amounts shown on the consolidated or eombined Audited Financial 

Report shall be shown on the work sheet. 

(2) Amounts for each insurer subjeet to this seetion shall be stated 

separately. 

(3) Noninsuranee operations may be shown on the work sheet on a 

eombined or individual basis. 

ineluded. 
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(5) A reconciliation shall be included of any differences between the 

amounts shown in the individual insurer columns of the work sheet and 

comparable amounts shown on the annual statements of the insurers. 

Ins 50.10 SCOPE OF EXAMINATION AND REPORT OF INDEPENDENT CERTIFIED 

PUBLIC ACCOUNTANT. Financial statements furnished under s. Ins 50.06 shall be 

audited by an independent certified public accountant. The independent 

certified public accountant shall conduct the audit of the insurer's financial 

statements in accordance with generally accepted auditing standards. The 

independent certified public accountant may also give consideration to such 

other procedures illustrated in the financial condition examiner's handbook 

promulgated by the National Association of Insurance Commissioners as the 

independent certified public accountant deems necessary. The commissioner may 

require that an independent certified public accountant conduct additional 

procedures or provide additional reports. 

Ins 50.11 NOTIFICATION OF ADVERSE FINANCIAL CONDITION. (1) An 

insurer sha11 require the independent certified public accountant to report, 

in writing and within 5 business days, to the board of directors of the 

insurer or its audit committee any determination by the independent certified 

public accountant that the insurer has materially misstated its financial 

condition as reported to the commissioner as of the balanee sheet date 

currently under examination or that the insurer does not meet the minimum 

capital and surpIus or compulsory surpIus requirements. 

(2) An insurer who receives areport required under sub. (1) shall 

forward a copy of the report to the commissioner within 5 business days of 

receipt of the report and shall provide the independent certified public 

accountant making the report with evidenee that the report has been furnished 

to the commissioner. 
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(3) An independent certified public accountant shall furnish to the 

commissioner a copy of its report required under sub. (1) within 10 business 

days after it is furnished to the insurer under sub. (1) unIess the 

independent certified public accountant receives evidenee the insurer has 

provided it within the 10 business day period to the commissioner as required 

under sub. (2). 

(4) An executive offieer or director of an insurer which receives 

notice under sub. (1) shall report the notification in writing to the 

commissioner within 5 business days of the date the executive offieer or 

directorfirst acquires knowledge of the notification unIess prior to that 

date the insurer complies with sub. (2). 

Ins 50.12 REPORT OF SIGNIFICANT DEFICIENCIES IN INTERNAL CONTROLS. 

An insurer shall file with the commissioner within 60 days of the date an 

annual financial statement is filed, or is required under s. Ins 50.05 to be 

filed, a written report prepared by the independent certified public 

aceountant deseribing any significant deficiencies in the insurer's internal 

eontrol structure. SAS No. 60, Communication of Internal Control Structure 

-
Matters Noted in an Audit (AU Section 325 of the Professional Standards of the 

American Institute of Certified Public Accountants) requires an accountant to 

communicate significant deficiencies (known as "reportable eonditions") noted 

during a financial statement audit to the appropriate parties within an 

entity. An insurer is not required to file areport under this section if the 

independent certified public accountant does not identify significant 

deficiencies. An insurer shall promptly file with the commissioner a 

description of remedial actions taken or proposed to correet significant 

deficiencies, if the actions are not described in the independent certified 

public accountant's report. 
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Ins 50.13 ACCOUNTANT'S LETTER OF OUALIFICATIONS. An accountant or 

accounting firm retained by an insurer to comply with this subchapter shall 

furnish the insurer, and the insurer shall obtain and include with the filing 

of the annual audited financial report required under s. Ins 50.05, a letter 

from the accountant or accounting firm stating: 

(1) That the accountant or accounting firm is independent with 

respeet to the insurer and conforms to the standards of his or her profession 

as contained in the Code of Professional Ethics and pronouncements of the 

American Institute of Certified Public Accountaots and the Rules of 

Professional Conduct of the Board of Public Accountancy of this state, or 

similar code. 

(2) The background and experience in general, and the experience in 

audits of insurers of the staff assigned to the engagement and whether each is 

an independent certified public accountant. This subchapter does not prohibit 

the accountant or accounting firm from utilizing such staff as he or she deems 

appropriate where use is consistent with the standards prescribed by generally 

accepted auditing standards. 

(3) That the accountant or accounting firm understands that the 

annual audited financial report and his or her opinion on the annual audited 

financial report will be filed in compIianee with this chapter and that the 

commissioner will be relying on this information in the monitoring and 

regulation of the financial position of insurers. 

(4) That the accountant or accounting firm consents to the 

requirements of s. Ins 50.15 and that the accountant or accounting firm 

consents and agrees to make available work papers for review by the 

commissioner. 
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(5) A representation that the accountant or accounting firm is 

properly licensed by an appropriate state licensing authority and is a member 

in good standing in the American Institute of Certified Public Accountants. 

(6) A representation that the accountant or accounting firm is an 

independent certified public accounting firm and that there are no grounds for 

disqualification of the accountant or accounting firm under s. Ins 50.08. 

Ins 50.15 AVAILABILITX AND MAINTENANCE OF CPA WORK PAPERS. (1) An 

insurer shall require the accountant or accounting firm which conducts an 

audit or other procedure under this subchapter to make available for review 

all work papers and any communications related to the audit or procedure 

between the insurer and the accountant or accounting firm at the offiees of 

the insurer or at a reasonable place designated by the commissioner. The 

insurer shall require that the accountant retain the audit work papers and 

communications until the commissioner has filed a report on examination 

covering the period of the audit but no Ionger than seven years from the date 

of the audit report. 

(2) The commissioner may photocopy work papers and retain the copies. 

All working papers and communications obtained by the commissioner under this 

section may be treated by the commissioner as confidentiaI under s. 601.465, 

Stats. 

Ins 50.16 EXEMPTIONS. (1) The commissioner may grant an exemption 

from complianee with this subchapter if the commissioner finds that complianee 

would constitute a financiaI or organizational hardship upon the insurer. 

(2) An exemption may be granted at any time and from time to time for 

a specified period. 

Ins 50.17 CANADIAN AND BRITISH COMPANIES. (1) In the case of 

Canadian and British insurers, for the purpose of this subchapter the annual 

audited financial report shall be defined as the annual statement of totaI 
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business on the form filed by the insurers with their domiciliary supervisory 

authority duly audited by an independent chartered accountant. 

(2) For Canadian and British insurers, the letter required in 

s. Ins 50.07 shall state that the accountant is aware of the requirements 

relating to the annual audited statement filed with the commissioner under 

s. Ins 50.05 and shall affirm that the opinion expressed is in conformity with 

those requirements. 

SUBCHAPTER II 

ANNUAL FINANCIAL STATEMENTS 

Ins 50.20 INSURERS TO FILE ANNUAL FINANCIAL STATEMENTS. (1) An 

insurer shall file an annual financial statement with the commissioner. 

Except as otherwise required by law, rule, order or instruction of the 

commissioner, an insurer shall file the annual financial statement: 

(a) On the National Association of Insurance Commissioners annual 

statement blank appropriate for the lines of business the insurer is 

authorized to write, except an insurer licensed under ch. 612, Stats., may 

file on the town mutual annual statement blank prescribed by the commissioner; 

and 

(b) Prepared in accordance with the National Association of Insurance 

Commissioners annual statement instructions and the accounting practices or 

procedures prescribed or permitted by the applicable National Association of 

Insurance Commissioners accounting practices and procedures manual except an 

insurer licensed under ch. 612 shall prepare the statement as prescribed by 

the commissioner. 

(2) Insurers shall fiIe the annual statement required under sub. (1) 

by March 1, except insurers organized under ch. 612, Stats., shall fiIe by 

February 15 and the commissioner may prescribe a different date for individual 

insurers. 
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Ins 50.25 INSURERS TO FILE WITH THE NATIONAL ASSOCIATION OF INSURANCE 

COMMISSIONERS. (1) This seetion applies to all lieensed insurers, exeept: 

(a) Those eategories of insurers whose annual or quarterly statements 

the National Association of Insuranee Commissioners does not colleet on the 

date filing is required, unIess otherwise required by the eommissioner; 

(b) An insurer organized under ch. 612, Stats., unIess otherwise 

ordered by the eommissioner; and 

(e) Insurers the eommissioner exempts after finding an exemption is 

in the public interest. 

(2) An insurer shall annually on or before Mareh 1 file with the 

National Association of Insurance Commissioners a eopy of the annual statement 

it is required to file under s. Ins 50.20 and any supplemental information 

whieh the eommissioner requires to ineluded with the annual statement. The 

insurer shall inelude with the copy a signed jurat page and aetuarial 

eertifieate and shall also file eopies of any subsequent amendments or 

addendums filed with the commissioner with the National Association of 

Insurance Commissioners. 

(3) An insurer shall file a quarterly financial statement with and in 

the form prescribed by the National Association of Insurance Commissioners 

within 45 days of the end of each quarter. 

(4) An insurer shall file the information required under sub. (2) or 

(3) in the form of media prescribed by the National Association of Insurance 

Commissioners. 

Ins 50.30 ACTUARIAL OPINION REOUIRED. An insurer shall file with the 

annual financial statement required under s. Ins 50.20 a statement of 

actuarial opinion from a qualified actuary in accordance with the National 

Association of Insurance Commissioners annual statement instructions. 
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SUBCHAPTER III 

EXAMINATIONS 

Ins 50.50 EXAMINATIONS. (1) The commissioner may determine the 

nature, scope and frequency of examinations under s. 601.43, Stats., except at 

a minimum every insurer licensed in this state shall be examined every 

5 years, unIess it is a limited service heal th organization, town mutua1, a 

gift annuity licensee under ch. 615, Stats., motor club, warranty plan, or an 

insurer exempted under 610.49, 1981, Stats. 

(2) Factors the commissioner may consider in determining the 

scheduling of an examination include, but are not limited to, resu1ts of 

financial statement analyses and ratios, changes in management or ownership, 

actuarial opinions, reports of independent certified public accountants, other 

criteria in the Examiners' Handbook adopted by the National Association of 

Insurance Commissioner, and the priority of conducting an examination of an 

insurer relative to other insurers. 

(3) The commissioner may determine the nature and scope of an 

examination. An examination may, but need not, cover all aspects of the 

insurer's assets, condition, affairs and operations, and may involve or be 

supplemented by review of audit procedures performed by accountants. 

Examinations may include, but are not limited to, the following types of 

examinations: 

(a) Complianee examinations which are a general review of the 

insurer's corporate affairs and insurance operations to determine complianee 

with chs. 600 to 646, Stats. A complianee examination may consist of review 

of an accountant's work papers or be supplemented by such a review. 

(b) Targeted examinations are limited to a review of specified 

areas. Areas that may be targeted may include, but are not limited to, life 
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reserve valuations, elaims analyses, organizational and capital changes, loss 

reserves or market eonduet. 

(e) Comprehensive examinations whieh are eomplete examinations of the 

eondition and affairs of the insurer. 

(4) After the eommissioner issues an adopted examination report, the 

insurer examined shall promptly file affidavits exeeuted by eaeh of its 

direetors stating under oath that they have reeeived a eopy of the adopted 

report and related orderso 

(5) The office of the eommissioner of insurance, under S. 601.465, 

Stats., may refuse to diselose and prevent any person from disclosing, in 

response to arequest for produetion, deposition, subpoena, or otherwise, 

information obtained from the National Association of Insuranee Commissioners 

or another insuranee department under pledge of eonfidentiality or for the 

purpose of eondueting an investigation or examination or obtained, produced or 

ereated in the eourse of an inquiry under s. 601.42, Stats., or examination 

under s. 601.43, Stats. This privilege applies to information obtained, 

produced or created before or after the effective date of s. 601.465, Stats., 

and regard1ess of whether an inquiry, investigation or examination has been 

concluded, except it does not apply to a document which is an adopted 

examination report. An adopted examination report is available for public 

inspeetion as required under s. 601.44 (6), Stats. The office or the 

eommissioner may diselose the eontent of an examination report, preliminary 

examination report or results, or any matter relating areport or the results 

of an examination to further legal or regulatory action, or to the insuranee 

department of any other state or eountry or to law enforeement offieials of 

this or any other state or ageney of the federal government, so long as the 

department, ageney or office agrees in writing to hold it eonfidential. 
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Ins 50.55 EXAMINATION OF FOREIGN AND ALIEN INSURERS. (1) The 

commissioner mayaccept, under s Ins 50.50, an examination report on a 

licensed foreign or alien insurer which is prepared by the insurance 

department for the insurer's state of domicile until December 31, 1993. After 

December 31, 1993, an examination report from the insurance department of the 

insurer's state of domicile mayonly be accepted if: 

(a) The insurance department is at the time of the examination 

accredited under the National Association of Insuranee Commissioners' 

Financial Regulation Standards and Accreditation Program; or 

(b) The examination is performed under the supervision of an 

accredited insurance department or with the participation of one or more 

examiners who are employed by an accredited state insurance department and 

who, after a review of the examination work papers and report, state under 

oath that the examination was performed in a manner consistent with the 

standards and procedures required by their insurance department. 

(2) A foreign or alien insurer shall file written notice with the 

commissioner if it has not received an examination cal1 for an examination 

which will be acceptab1e under this section for the determination of the 

financial condition of the insurer within 4 years after the date for which the 

last examination of the insurer examined the financial condition of the 

insurer. 

requires: 
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SECTION 20. Chapter Ins 52 is created to read: 

CHAPTER 52 

CREDIT FOR REINSURANCE 

Ins 52.01 DEFINITIONS. In this chapter, unIess the context otherwise 

(1) "Policyholder surpIus" means capital and surpIus. 



(2) "Qualified United States finaneial institution" means an 

institution that: 

(a) Is organized or, in the ease of a United States office of a 

foreign banking organization, lieensed, under the laws of the United States or 

any state; 

(b) Is regulated, supervised and examined by United States federal or 

state authorities having regulatory authority over banks and trust companies; 

and 

(e) Has been determined by either the eommissioner or equivalent 

offieial of the eeding insurer's state of domieile, or the Securities 

Valuation Office of the National Association of Insuranee Commissioners, to 

meet such standards of finaneial eondition and standing as are considered 

neeessary and appropriate to regulate the quality of finaneial institutions 

whose letters of eredit will be aeeeptable to the eommissioner or equivalent 

offieial. 

(3) "Qualified fidueiary United States finaneial institution" means 

an institution that: 

(a) Is organized or, in the ease of a United States braneh or ageney 

office of a foreign banking organization, lieensed, under the laws of the 

United States or any state; and 

(b) Is regulated, supervised and examined by United States federal or 

state authorities having regulatory authority over banks and trust companies. 

Ins 52.02 CREDIT ALLOWED A LICENSED CEDING INSURER. Exeept as 

provided by s. Ins 52.04 and unIess otherwise prohibited by the eommissioner, 

a lieensed insurer may take eredit for eeded reinsuranee as either an asset or 

a deduetion from liability only if the reinsurer at all times eomplies with 

one or more of the following: 
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(2) The reinsurer is aeeredited in this state by the eommissioner at 

the time eredit is claimed or taken and the reinsurer: 

(a) Files with the eommissioner evidenee of its submission to this 

state's jurisdietion; 

(b) Submits to this state's authority to examine its books and 

reeords; 

(e) Files a properly exeeuted Form AR-l as evidenee of its submission 

to this state's jurisdietion and to this state's authority to examine its 

books and reeords; 

(d) Is lieensed to transact insurance or reinsurance in at least one 

state, or in the ease of a United States braneh of an alien assuming insurer 

is entered through and lieensed to transaet insuranee or reinsuranee in at 

least one state; 

(e) Files with the eommissioner a eertified eopy of a letter or a 

certifieate of authority or of compIianee as evidenee that it is lieensed to 

transaet insuranee or reinsurance, or, in the ease of a United States braneh 

of an alien assuming insurer, is entered through and lieensed to transaet 

insuranee or reinsuranee, as required under par. (d); 

(f) Files annually with the eommissioner by Mareh I, or a later date 

approved in writing by the eommissioner, a eopy of its annual statement filed 

with the insuranee department of its state of domicile or, in the ease of an 

alien assuming insurer, with. the state through which it is entered and in 

whieh it is Iieensed to transaet insuranee or reinsuranee, and a eopy of its 

most reeent audited finaneial statement annually by June 1; and 

(g) UnIess otherwise speeifieaIIy approved in writing by the 

commissioner, maintains policyholder surpIus in an amount whieh is not less 

than $3,000,000. 
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(3) The reinsurer is domieiled and lieensed in, or in the ease of a 

United States braneh of an alien assuming insurer is entered through, a state 

whieh employs standards regarding eredit for reinsuranee whieh the 

eommissioner determines equal or exeeed the standards applieable under this 

ehapter and the reinsurer or Unites States braneh of an alien reinsurer: 

(a) Submits to the authority of this state to examine its books and 

reeords; 

(b) Files a form AR-l with the eommissioner to eomply with par. (a); 

and 

(e) Complies with one or more of the following: 

1. The reinsurer or United States braneh assumes the reinsuranee 

under pooling arrangements among insurers in the same holding company system; 

or 

2. The reinsurer maintains policyholder surplus in an amount not less 

than $20,000,000. 

(3m) The eeding insurer is an alien insurer or nondomestie insurer 

and the laws of the state of the eeding alien or nondomestic insurer's 

domicile or entry permit the alien or nondomestic insurer to take credit for 

the reinsurance. UnIess credit is taken under provisions which are 

sUbstantially similar to sub. (4) or (5) or s. Ins 52.04, credit may be taken 

under this subjection only if the reinsurer has at least $3,000,000 in 

policyholder surpIus. The commissioner may prohibit a licensed alien or 

nondomestic insurer from taking credit under this subsection. 

(4) The reinsurer complies with all of the following: 

(a) The reinsurer maintains a trust fund in a qualified fiduciary 

United States financial institution for the payment of the valid claims of its 

United States policyholders and eeding insurers, their assigns and successors 

in interest. 
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(b) The reinsurer reports annually, by Mareh 1, or a 1ater date whieh 

the eommissioner approves in writing, to the eommissioner information 

sUbstantially the same as that required to be reported on the National 

Association of Insuranee Commissioners Annual Statement form by lieensed 

insurers to enable the eommissioner to determine the suffieieney of the trust 

fund. 

(e) The reinsurer maintains in a trust aeeount funds equal to an 

amount that is not less than the assuming insurer's liabilities attributable 

to business written in the United States and, in addition, the reinsurer 

maintains a trusteed surplus of not less than $20,000,000. 

(d) If the reinsurers are a group of individual unineorporated 

underwriters, the reinsurers maintains in a trusteed aeeount funds equal to an 

amount that is not less than the group's aggregate liabilities attributable to 

business written in the United States and, in addition, the group maintains a 

trusteed surpIus of whieh $100,000,000 shal1 be held jointly for the benefit 

of United States eeding insurers of any member of the group and the group 

shall make available to the eommissioner or equivalent offieial of the eeding 

lieensed insurer's state of domieile or entry an annual eertifieation of the 

solveney of eaeh underwriter by the group's domieiliary regulator and its 

independent public aeeountants. For a domestie insurer, the eertifieation 

shall be filed with the eommissioner by June 1 un1ess otherwise approved in 

writing by the eommissioner. 

(e) The trust is established in a form approved by the eommissioner 

or equivalent offieial of the eeding lieensed insurer's state of domieile or 

entry. The trust instrument shall provide, and the trustees eomply with, all 

of the following: 
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1. Contested claims shall be valid and enforeeable out of funds in 

the trust if the elaims remain unsatisfied 30 days after the entry of a final 

order of any court of competent jurisdiction in the United States. 

2. Legal title to the assets of the trust is vested in the trustee of 

the trust for the benefit of the grantor's United States policyholders and 

ceding insurers, their assigns and successars in interest. 

3. The trust and the assuming insurer are subjeet to examination as 

determined by the eommissioner. 

4. The trust shall remain in effeet for as long as the assuming 

insurer, or any member or former member of a group of insurers, has 

outstanding obligations due under the reinsurance agreements subject to the 

trust. 

5. No later than February 28 of each year, unIess a later date is 

approved in writing by the commissioner or equivalent official of the ceding 

licensed insurer's state of domicile or entry, the trustees of the trust shall 

report to the commissioner or equivalent official of the ceding licensed 

insurer's state of domieile or entry in writing setting forth the balanee in 

the trust and listing the trust's investments at the preeeding year end, and 

shall eertify the date of termination of the trust, if so planned, or certify 

that the trust shall not expire prior to the next following Deeember 31. 

6. No amendment to the trust may be effeetive unIess reviewed and 

approved in writing and in advanee by the commissioner or equivalent offieial 

of the ceding licensed insurer's state of domicile or entry. 

(5) The reinsurance ceded to the reinsurer is with respeet to the 

insurance of risks loeated in jurisdictions where the reinsurance by the 

reinsurer is reguired by applicable law or regulation of that jurisdiction. 

For the purpose of this subsection "jurisdiction" means astate, district or 

territory of the United States or any lawful national government. 
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Ins 52.025 REVOCATION OF ACCREDITATION. (1) The commissioner may 

revoke the accreditation of a reinsurer under s. Ins 52.02. If the 

accreditation of a reinsurer is revoked, a licensed insurer ~ay not take 

credit for ceded reinsurance to the reinsurer under s. Ins 52.02 (2), (3) or 

(3m), regardless of when the reinsurance was ceded or the reinsurance contract 

executed. If a reinsurer does not comply with any provision of s. Ins 52.02 

(2), (3), (3m), (4) or (5) an insurer may not take credit for reinsurance 

ceded to the reinsurer under s. Ins 52.02 (2), (3), (3m), (4) or (5), 

regardless of whether the reinsurer is or remains accredited and regardless of 

when the reinsurance was ceded or the reinsurance contract executed. 

(2) For the purpose of accreditation under s. Ins 52.02 (2) or an 

order disallowing credit under s. Ins 52.02 (3m), it is presumed that a 

reinsurer should not be accredited or take credit if the reinsurer has a 

policyholder surpIus of less than $20,000,000. 

Ins 52.03 INS6LVENCY CLAUSE AND JURISDICTION: FINANCIAL REINSURANCE 

DISALLOWED. (1) A ceding domestic insurer may not take credit for 

reinsurance, except as permitted by s. Ins 52.02 (5), unless the reinsurer in 

a written reinsurance agreement: 

(a) Agrees that if the reinsurer fails to perform its obligations 

under the terms of the reinsurance agreement, the reinsurer, at the request of 

the ceding insurer, shall submit to the jurisdiction of any court of competent 

jurisdiction in any state of the United States, will comply with all 

requirements necessary to give the court jurisdiction, and will abide by the 

final decision of such court or of any appellate court in the event of an 

appeal. 

(b) Designates the commissioner or a designated attorney upon whom 

may be served any lawful process in any action, suit or proceeding instituted 

by or on behalf of the ceding company. 
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(e) For reinsuranee agreements effeetive on or after January 1, 1980, 

the agreement provides that the reinsurer assumes all eredit risks of an 

intermediary relating to payments to an intermediary if the agreement by its 

terms requires payments to an intermediary. 

(2) Subseetion (1) does not effeet the obligation of the parties to a 

reinsuranee agreement to arbitrate their disputes, if the obligation is 

ereated in the agreement and eomplies with ch. 645, Stats. 

(3) A ceding domestic insurer may not take credit for reinsuranee 

unIess the assuming insurer in the reinsuranee eontract: 

(a) Undertakes to proteet the ceding insurer from loss or liability 

on coverage the eeding insurer issues not only in form but in fact; and 

(b) Ineludes a proper insolveney clause under s. 645.58 (1), Stats., 

or for an alien or nondomestic insurer ineludes an inso1vency elause which 

guarantees payment of the liability of the reinsurer without diminution 

because of the insolvency of the cedlng insurer. 

Ins 52.04 REDUCTION FROM LIABILITX FOR REINSURANCE CEDED BY A 

LICENSED INSURER TO AN ASSUMING INSURER. UnIess otherwise ordered by the 

commissioner, an insurer may take eredit for a reduction in liability for 

reinsurance ceded to a reinsurer even if the credit is not permitted under 

s. Ins 52.02 in an amount not exceeding the lesser of the liabilities earried 

by the ceding insurer or the amount of funds held by or on behalf of the 

ceding insurer, but only if the funds are held in the United States and are 

security for the payment of obligations under the reinsurance contract and if 

the funds meet one of the following: 

(1) Are included under a security arrangement and are sUbject to 

withdrawal solely by, and are under the exelusive control of, the ceding 

insurer, and the form of the funds and the security agreement are approved by 
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the commissioner or the equivalent official of the state of domicile or ent ry 

of the ceding insurer. 

(2) Are unencumbered, are securities listed by the Securities 

Valuation Office of the National Association of Insurance Commissioners and 

qualifying as admitted assets or cash, are withheld by the ceding insurer, and 

are subject to withdrawal solely by, and are under the exelusive control of, 

the ceding insurer; 

(3) Are securities listed by the Securities Valuation Office of the 

National Association of Insurance Commissioners and qualifying as admitted 

assets or cash, are held in a trust for the exclusive benefit of the ceding 

insurer and the ceding insurer, reinsurer, reinsurance contract and trust 

comply with s. Ins. 52.05; or 

(4) Are available under a clean, irrevocable, uneonditional and 

evergreen letter of credit which is issued or eonfirmed by a qualified 

United States institution and are subjeet to withdrawal solely by, and are 

under the exelusive control of, the ceding insurer and the letter of eredit is 

in the possession of the ceding insurer and the ceding insurer, reinsurer and 

letter of eredit comply with s. Ins 52.06. A letter of eredit meeting 

applicable standards of issuer aceeptability as of the date of issue or 

confirmation continues to meet those standards for the purpose of this 

subsection if after issuance or confirmation the financial institution fails 

to meet applicable standards of issuer aceeptability. The letter of credit 

continues to be aeeeptable as funds until its expiration, extension, renewal, 

modification or amendment, whichever first occurs. 

Ins 52.05 TRUST AGREEMENTS QUALIFYING FOR SECURITY (1) In this 

section: 

(a) "Benefieiary" means the person for whose sale benefit the trust 

has been established and any successor of the beneficiary by operation of law, 
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ineluding, but not limited to, any liquidator, rehabilitator, reeeiver, or 

eonservator. 

(b) "Grantor" means the person that has established a trust, 

ineluding, but not limited to, an unlieensed, unaeeredited assuming insurer 

that establishes a trust. 

(e) "Reinsuranee obligations" means: 

1. Reinsured losses and alloeated loss expenses paid by the eeding 

insurer, but not reeovered from the assuming insurer; 

2. Reserves for reinsured losses reported and outstanding; 

3. Reserves for reinsured losses ineurred but not reported; and 

4. Reserves for alloeated reinsured loss expenses and unearned 

premiums. 

(2 ) A eeding insurer may take eredit under s. Ins 52.04 (3 ) only if: 

(a) There is a written trust agreement between the benefieiary, the 

grantor and a trustee and the trustee is a qualified fiduciary United States 

finaneial institution. 

(b) The trust agreement ereates a trust aeeount and all the assets 

are deposited in the trust aeeount. 

(e) The trustee holds all assets in the trust aeeount at the 

trustee's office in the United States, exeept that a bank may apply for the 

permission of the eommissioner or equivalent offieial of the eeding insurer's 

state of domieile or entry to use a foreign braneh office of the bank as 

trustee for trust agreements established under this seetion. If the 

eommissioner or equivalent offieial approves the use of a foreign braneh 

office as trustee, then its use must be approved by the benefieiary in writing 

and the trust agreement must provide that the written notice deseribed in 

par. (d) 1 must also be presentable, as a matter of legal right, at the 

trustee's prineipal office in the United States. 
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(d) The trust agreement provides that: 

1. The beneficiary may withdraw assets from the trust account at any 

time, without notice to the grantor, subject only to written notice from the 

beneficiary to the trustee; 

2. No statement or document is required to be presented in order to 

withdraw assets, except that the beneficiary may be required to acknowledge 

receipt of withdrawn assets; 

3. It is not subject to any conditions or qualifications outside of 

the trust agreement; and 

4. It does not contain references to any other agreements or 

documents except as provided under par. (k). 

(e) The trust agreement is estab1ished for the sole benefit of the 

beneficiary. 

(f) The trust agreement requires the trustee to: 

1. Receive assets and ho1d all assets in a safe place; 

2. Determine that all assets are in such form that the beneficiary, 

or the trustee upon direction by the beneficiary, may whenever necessary 

negotiate any of the assets, without consent or signature from the grantor or 

any other person; 

3. Furnish to the grantor and the beneficiary a statement of all 

assets in the trust account upon its inception and at intervals no less 

frequent than the end of each calendar quarter; 

4. Notify the grantor and the beneficiary within 10 days, of any 

deposits to or withdrawals from the trust account; 

5. Upon written demand of the beneficiary, immediately take any and 

all steps necessary to transfer absolutely and unequivocally all right, title 

and interest in the assets held in the trust account to the beneficiary and 

deliver physical custody of the assets to the beneficiary; and 
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6. Allow no substitutions or withdrawals of assets from the trust 

aceount, except on written instruetions from the benefieiary, exeept that the 

trustee may, without the eonsent of but with notice to the beneficiary, upon 

call or maturity of any trust asset, withdraw such asset upon eondition that 

the proeeeds are paid into the trust aecount. 

(g) The trust agreement provides that at least. 30 days, but not more 

than 45 days, prior to termination of the trust account, written notification 

of termination shall be delivered by the trustee to the beneficiary. 

(h) The trust agreement provides that it is subject to and governed 

by the laws of the state in whieh the trust is established. 

(i) The trust agreement prohibits invasion of the trust eorpus for 

the purpose of paying eompensation to, or reimbursing the expenses of, the 

trustee. 

(j) The trust agreement provides that the trustee is liable for its 

own negligenee, willful misconduet or lack of good faith. 

(k) Notwithstanding other provisions of this ehapter, when a trust 

agreement is established in eonjunction with a reinsuranee agreement covering 

risks other than life, annuities and accident and health, and where it is 

customary practice to provide a trust agreement for a specific purpose, the 

trust agreement may, notwithstanding any other conditions in this chapter, 

provide that the ceding insurer agrees to use and apply amounts drawn upon the 

trust aeeount, without diminution beeause of the insolvency of the ceding 

insurer or the assuming insurer, for the following purposes: 

1. To pay or reimburse the ceding insurer for the assuming insurerts 

share under the speeifie reinsuranee agreement regarding any losses and 

alloeated loss expenses paid by the ceding insurer, but not recovered from the 

assuming insurer, or for unearned premiums due to the ceding insurer if not . 

otherwise paid by the assuming insurer; 
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2. To make payment to the assuming insurer of any amounts held in the 

trust account that exceed 102% of the actual amount required to fund the 

assurning insurer's reinsurance obligations under the specific reinsurance 

agreement; or 

3. Where the ceding insurer has received notification of termination 

of the trust account and where the assuming insurer's entire reinsurance 

obligations under the specific reinsurance agreement remain unliquidated and 

undischarged 10 days prior to the termination date, to withdraw amounts equal 

to the reinsurance obligations and deposit those amounts in a separate account 

in the name of the ceding insurer in any qualified fiduciary United States 

financial institution apart from its general assets and in trust for the uses 

and purposes specified in subd. 1 and 2 which remain executory after the 

withdrawal and for any period after the termination date. 

(1) Either the reinsurance agreement entered into in conjunction with 

the trust agreement or the trust agreement stipu1ates that assets deposited in 

the trust account shall be valued according to their current fair market value 

and shall consist only of one or more of the following: 

1. United States legal tender cash; 

2. Certificates of deposit issued by a United States bank and payable 

in United States legal tender issued by an institution that is not the parent, 

subsidiary or affiliate of either the grantor or the beneficiary; or 

3. Investments which are admitted assets, permitted under ch. 620, 

Stats., and not excluded from the calculation of compulsory surpIus, if the 

investments are issued by an institution that is not the parent, subsidiary or 

affiliate of either the grantor or the beneficiary. 

(m) Any trust agreement provision which permits the trustee to resign 

only allows resignation to be effective not less than 90 days after receipt by 

the beneficiary and grantor of written notice of resignation and only after a 
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successor trustee has been duly appointed and approved by the beneficiary and 

the grantor and all assets in the trust have been duly transferred to the new 

trustee. 

(n) Any trust agreement provision which permits the grantor to remove 

the ~rustee only allows removal to be effective not less than 90 days after 

receipt of notice of the removal by the trustee and beneficiary and only after 

a successor trustee has been duly appointed and approved by the beneficiary 

and the grantor and all assets in the trust have been duIy transferred to the 

new trustee. 

(0) Any trust agreement provision which allows the grantor full and 

unqualified right to vote any shares of stock in the trust account and to 

receive from time to time payments of any dividends or interest upon any 

shares of stock or obligations included in the trust account requires the 

trustee to promptly on receipt forward dividends or interest to the grantor or 

promptly deposit dividends or interest in a separate account established in 

the grantor's name. 

(p) Any trust agreement provision which gives the trustee authority 

to invest, or accept substitutions of, any funds in the account, requires the 

trustee to obtain the prior approval of the beneficiary for each investment or 

substitution, unIess the trust agreement specifies categories of investments 

acceptabIe to the beneficiary and authorizes the trustee to invest funds and 

to accept substitutions which the trustee determines are at Ieast equal in 

market value to the assets withdrawn and that are consistent with the 

restrictions in par. (1). 

(q) Any trust agreement provision which permits or requires the 

trustee, upon termination of the trust account, to deliver assets not 

withdrawn by the beneficiary to the grantor, also prohibits the trustee from 

delivering the assets until the beneficiary gives written approval. 
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(3) A trust agreement under s. Ins 52.04 (3) may permit the 

benefieiary to at any time designate a party to whieh all or part of the trust 

assets are to be transferred. The transfer may be eonditioned upon the 

trustee reeeiving, prior to or simultaneously, other speeified assets. 

(4) A eeding insurer may take eredit under s. Ins 52.04 (3) only if 

there is a written reinsuranee agreement entered into in eonjunetion with a 

trust agreement whieh eomplies with sub. (2) and the reinsuranee agreement: 

(a) Requires the assuming insurer to enter into a trust agreement and 

to establish a trust aeeount for the benefit of the eeding insurer, and 

speeifies what the agreement is to eover; 

(b) Also eontains the provision the trust agreement is required to 

have under sub. (2) (k), exeept the reinsuranee agreement is not required to 

also have that provision if the reinsuranee agreement eovers only risks other 

than life, annuities or aeeident and health; 

(e) Requires the assuming insurer, prior to depositing assets with 

the trustee, to exeeute assignments or endorsements in blank, or to transfer 

legal title to the trustee of all shares, obligations or any other assets 

requiring assignments, in order that the eeding insurer, or the trustee upon 

the direction of the eeding insurer, may whenever neeessary negotiate these 

assets without eonsent or signature from the assuming insurer or any other 

entity; 

(d) Requires that all settlements of aeeount between the eeding 

insurer and the assuming insurer be made in eash or its equivalent; and 

(e) Stipulates that the assuming insurer and the eeding insurer agree 

that the assets in the trust aeeount, established pursuant to the provisions 

of the reinsuranee agreement, may be withdrawn by the eeding insurer at any 

time, notwithstanding any other provisions in the reinsuranee agreement, and 

shall be utilized and applied by the eeding insurer or its sueeessors in 
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interest by operation of law, including, but not limited to, by any 

liquidator, rehabilitator, receiver or conservator of the ceding insurer, 

without diminution because of insolvency on the part of the ceding insurer or 

the assuming insurer, only for the following purposes: 

1. To reimburse the ceding insurer for the assuming insurer's share 

of premiums returned to the owners of policies reinsured under the reinsurance 

agreement because of cancellations of the policies; 

2. To reimburse the ceding insurer for the assuming insurer's share 

of surrenders and benefits or losses paid by the ceding insurer pursuant to 

the provisions of the policies reinsured under the reinsurance agreement; 

3. To fund an account with the ceding insurer in an amount at least 

equal to the deduction, for reinsurance ceded, from the ceding insurer 

liabilities for policies ceded under the agreement. The account shall 

include, but not be 1imited to, amounts for policy reserves, elaims and losses 

ineurred (ineluding losses ineurred but not reported), loss adjustment 

expenses and unearned premium reserves; and 

4. To pay any other amounts the eeding insurer c1aims are due under 

the reinsurance agreement. 

(f) If it gives the assuming insurer the right to seek to withdraw 

from the trust aeeount all or any part of the trust assets, restriets that 

right by requiring: 

1. The prior written approval by the ceding insurer which the 

reinsuranee agreement may require the eeding insurer to not unreasonably or 

arbitrarily withhold; and 

2. That withdrawal may be approved or permitted only if after the 

withdrawal the market value of the trust account is no less than 102% of the 

required amount or if the assuming insurer, at the time of withdrawal, 

replaees the withdrawn assets with other qualified assets having a market 
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value equal to the market value of the assets withdrawn so as to maintain at 

all times the deposit in the required amount. 

(g) Does not require the return of amounts withdrawn under the 

provision required under par. (e) exeept the reinsuranee agreement may require 

the eeding insurer to return: 

1. Any amount withdrawn in exeess of the aetual amounts required for 

par. (e) 1, 2, or 3, or in the ease of par. (e) 4, any amounts that are 

subsequently determined not to be due; and 

2. Interest payments, at a rate not in exeess of the prime rate of 

interest, on the amounts held under par. (e) 3. 

(h) If it permits the award of attorneys' fees or eosts or interest 

at a rate other than provided under par. (g) 2, permits it only as the result 

of an award by any arbitration panel or eourt of eompetent jurisdietion and 

onlyof: 

1. Interest at a rate different from that provided in par. (g) 2; 

2. Court or arbitration costs; 

3. Attorneys' fees; or 

4. Any other reasonable expenses. 

(5) The fai1ure of any trust agreement to speeifieally identify the 

benefieiary shall not be eonstrued to affect any actions or rights which the 

commissioner or equivalent offieial may take or possess pursuant to the 

provisions of the laws of the state of domieile or entry of the lieensed 

insurer. 

Ins 52.06 LETTERS OF CREDIT. (1) In this seetion "benefieiary" means 

the insurer for whose benefit the letter of eredit has been established and 

any sueeessor of the benefieiary by operation of law, including, but not 

limited to, a eourt-appointed domieiliary receiver, ineluding, but not limited 

to, a eonservator, rehabi1itator or liquidator. 
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(2) A eeding insurer may take eredit under s. Ins 52.04 (4) only if 

the letter of eredit eomplies with all of the following: 

(a) The letter of eredit is clean, irrevoeable and uneonditional. 

(b) The letter of eredit eontains an issue date and date of 

expiratian and stipulates that the benefieiary need only draw a sight draft 

under the letter of eredit and present it to abtain funds and that no other 

doeument need be presented. 

(e) The letter of eredit states that it is not subjeet to any 

eondition or qualifieations outside of the letter of credit. 

(d) The letter of eredit itself shall not eontain referenee to any 

other agreements, doeuments or entities, exeept as provided in sub. (3) (a) 

and (b). 

(e) If the heading of the letter of eredit ineludes a sectian whieh 

ineludes notations to provide a referenee for the letter of credit, the 

seetion shall be boxed sectian and elearly marked to indieate that the 

information is for internal identifieation purposes only. 

(f) The letter of eredit states that the obligation of the qualified 

United States finaneial institution under the letter of credit is in no way 

eontingent upon reimbursement. 

(g) The term of the letter of eredit is for at least one year and the 

letter of eredit eontains a elause whieh prevents the expiration of the letter 

of eredit unIess the issuer gives written notice to the eeding insurer. The 

"evergreen elause" shall provide for a period of no less than 30 days' notice 

to the eeding insurer prior to the expiration date for nonrenewal. 

(h) The letter of eredit states whether it is subjeet to and governed 

by the laws of this state or the Uniform Customs and Practice for Doeumentary 

Credits of the International Chamber of Commeree (Publieation 400) and that 
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all drafts drawn under the letter of credit are presentable at an office in 

the United States of a qualified United States financialinstitution. 

(i) If the letter of credit is made subject to the Uniform Customs 

and Practice for Documentary Credits of the International Chamber of Commerce 

(Publication 400), the letter of credit specifically addresses and makes 

provision for an extension of time to draw against the letter of credit if any 

of the occurrences specified in Article 19 of Publication 400 occur. 

(j) The letter of credit is issued or confirmed by a qualified United 

States financial institution authorized to issue letters of credit. 

(k) If the letter of credit is issued by a financial institution 

which is not a qualified United States financial institution: 

1. The issuing financial institution formally designates the 

confirming qualified United States financial institution as its agent for the 

receipt and payment of the drafts; and 

2. The letter of credit "evergreen clause" under par. (g) requires 

the confirming qualified United States financial institution to give written 

notice to the ceding insurer at least 30 days prior to expiration date for 

nonrenewal. 

(3) A ceding insurer may take credit under s. Ins 52.04 (4) only if 

there is a written reinsurance agreement in conjunction with the letter of 

credit and the reinsurance agreement: 

(a) Requires the assuming insurer to provide letters of credit to the 

ceding insurer, specifies what the letters of credit are to cover, and 

provides that the provisions required under this paragraph and par. (b) apply 

without diminution because of insolvency by either the ceding or assuming 

insurer. 

(b) Except as permitted under par. (d), stipulates that the assuming 

insurer and ceding insurer agree that the letter of credit provided by the 
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assuming insurer under the reinsuranee agreement may be drawn upon at any 

time, notwithstanding any other provisions in the agreement, and may be 

utilized by the eeding insurer or its sueeessors in interest ineluding, but 

not limited to, by any liquidator, rehabilitator, reeeiver or eonservator of 

the eeding insurer, without diminution beeause of insolveney on the part of 

the eeding insurer or the assuming insurer, only for one or more of the 

following reasons: 

1. To reimburse the eeding insurer for the assuming insurer's share 

of premiums returned to the owners of polieies reinsured under the reinsuranee 

agreement beeause of eaneellations of the policies; 

2. To reimburse the eeding insurer for the assuming insurer's share 

of surrenders and benefits or losses paid by the eeding insurer under 

provisions of the polieies reinsured under the reinsuranee agreement; 

3. To fund an aeeount with the eeding insurer in an amount at 1east 

equal to the deduetion, for reinsuranee eeded, from the eeding insurer 

liabilities for polieies eeded und~r the agreement. The aeeount shall 

inelude, but not be limited to, amounts for policy reserves, elaims and losses 

ineurred (ineluding losses ineurred but not reported), loss adjustment 

expenses and unearned premium reserves; and 

4. To pay any other amounts the eeding insurer elaims are due under 

the reinsuranee agreement. 

(e) Does not require the return of amounts drawn under the letter of 

eredit exeept the reinsuranee agreement may require the eeding insurer to 

return: 

1. Any amount withdrawn in exeess of the aetual amounts required for 

par. (b) 1, 2, or 3, or in the ease of par. (b) 4, any amounts that are 

subsequently determined not to be due; and 
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2. lnterest payments, at a rate not in excess of the prime rate of 

interest, on the amounts held under par. (b) 3. 

(d) Requires a trust agreement to accomplish to the purpose of 

par. (b), instead of including that provision in the reinsurance agreement, 

and the trust agreement is incorporated in the reinsurance agreement or 

separately executed except a trust agreement may be used only if the 

reinsurance agreement covers risks other than life, annuities and health and 

if it is customary practice to provide a letter of credit for a specific 

purpose. 

lns 52.07 APPLlCABlLlTY. (1) This chapter applies to determine 

whether credit may be taken for: 

(a) Any reinsurance ceded under agreements entered into on or after 

the effective date of this chapter (revisor inserts datel; or 

(b) Any reinsurance ceded if the reinsurance agreement is renewed by 

agreement on or after the effective date of this chapter (revisor inserts 

datel. 

(2) Section lns 6.73 continues to apply for the purpose of 

determining whether credit may be taken for reinsurance which is not subject 

to this chapter under sub. (1). 

(3) This chapter and ch. lns 55 are in addition to and do not limit 

the commissioner's authority under ss. 618.21 (1) (a), 618.23 (1) (a), 618.26 

(1) (a), 623.11, 623.12 or 623.21, or ch. 645 Stats., or s. lns 14.02. Even 

if credit for reinsurance is permitted under this chapter and ch. lns 55, the 

commissioner may under those provisions require a licensed insurer to exclude 

the effects of the credit for the purpose of determining complianee with 

security or compulsory surpIus. 

(4) Nothing in this chapter or ch. lns 55 relieves an insurer or an 

offieer or director of an insurer or an accountant or actuary from 
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responsibility under s. 627.23 (3), Stats., or fidueiary or professional 

responsibility, to assess the finaneial eondition of a reinsurer. 

Aeereditation by the eommissioner does not ereate a presumption that a 

reinsurer is in complianee with this ehapter or that it is in sound finaneial 

eondition and no reinsurer or offieer, employe or agent of a reinsurer may 

make such a representation. 

(5) This ehapter does not limit or change the requirements for town 

mutual insurers under ss. 612.31 and 612.33, Stats. This ehapter app1ies to 

the state life fund. 
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FORM AR-1 

CERTIFICATE OF ASSUMING INSURER 

I, 
(name of offieer) (title of offieer) 

of _________________________________________________________ , the assuming insurer 

(name of assuming insurer) 

under a reinsurance agreement(s) with one or more insurers domieiled in 

____________________________________________________ , hereby eertify that 

(name of state) 

______________________________________________ ( "As suming I ns ure r" ) : 
(name of assuming insurer) 

1. Submits to the jurisdietion of any court of competent jurisdiction in 

(eeding insurer's state of domieile) 
for the adjudication of any issues arising out of the reinsurance 
agreement(s), agrees to comply with all requirements necessary to give such 
eourt jurisdietion, and will abide by the final decision of such court or any 
appellate court in the event of an appeal. Nothing in this paragraph 
constitutes or should be understood to constitute a waiver of Assuming 
Insurer's rights to commence an action in any court of competent jurisdietion 
in the United States, to remove an action to a United States District Court, 
or to seek a transfer of a case to another court as permitted by the laws of 
the United States or of any state in the United States. This paragraph is not 
intended to conflict with or override the obligation of the parties to the 
reinsurance agreement(s) to arbitrate their disputes if such an obligation is 
ereated in the agreement(s). 

2. Designates the Insuranee Commissioner of 
(ceding insurer's state of domicile) 

as its lawful attorney upon whom may be served any lawful process in any 
action, suit or proceeding arising out of the reinsurance agreement(s) 
instituted by or on behalf of the eeding insurer. 

3. Submits to the authority of the Insurance Commissioner of 
to examine its books and records 

(ceding insurer's state of domicile) 
and agrees to bear the expense of any such examination. 

4. Submits with this form a eurrent list of insurers domiciled in 
reinsured by Assuming Insurer and 

(ceding insurer's state of domieile) 
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undertakes to submit additions to or deletions from the list to the Insuranee 
Commissioner at least onee per ealendar quarter. 

Dated: 
(name of assuming insurer) 

BY: 
(name of offieer) 

(title of offieer) 

SECTION 21. Chapter Ins 55 is ereated to read: 

CHAPTER 55 

LIFE AND HEALTH REINSURANCE AGREEMENTS 

Ins 55.01 SCOPEo (1) This ehapter applies only to: 

(a) Domestie life and aeeident and health insurers; 

(b) Lieensed life and aeeident and health insurers whieh are not 

subjeet to a substantially simi1ar rule or law in their state of domiei1e; and 

(e) Lieensed property and easua1ty insurers which are not subject to 

a sUbstantia11y simi1ar ru1e or law in their state of domicile with respeet to 

their accident and hea1th business. 

(2) This rule does not app1y to assumption reinsurance, year1y 

renewable term reinsurance or nonproportiona1 reinsurance such as stop loss or 

eatastrophe reinsurance. 

Ins 55.02 ACCOUNTING REOUIREMENTS. (1) No insurer may, for 

reinsuranee eeded, reduee any liabi1ity or establish any asset in any 

finaneia1 statement filed with the office of the eommissioner of insuranee if, 

by the terms of the reinsuranee agreement, in substanee or effeet, any of the 

following eonditions exist: 

(a) Renewa1 expense al10wanees provided, or to be provided, to the 

ceding insurer by the reinsurer in any accounting period, are not suffieient 

to eover antieipated al10cable renewal expenses of the ceding insurer on the 

798R130 
05/05/93 



portion of the business reinsured, unIess a liability is established for the 

present value of the shortfall using assumptions equal to the applicable 

statutory reserve basis on the business reinsured. Those expenses include 

commissions, premium taxes and direct expenses including, but not limited to, 

billing, valuation, claims and maintenance expected by the company at the time 

the business is reinsured. 

(b) The ceding insurer can be deprived of surpIus or assets at the 

reinsurerts option or automatieally upon the oeeurrence of some event, such as 

the insolveney of the ceding insurer, other than termination of the 

reinsurance agreement by the reinsurer for nonpayment of reinsuranee premiums 

or other amounts due, sueh as modified coinsurance reserve adjustments, 

interest and adjustments on funds withheld, and tax reimbursements. 

(c) The ceding insurer is required to reimburse the reinsurer for 

negative experience under the reinsurance agreement, other than offsetting 

experience refunds against current and prior.years' losses under the 

agreement, or payment by the ceding insurer of an amount equal to the current 

and prior years' losses under the agreement upon voluntary termination of in 

force reinsurance by the ceding insurer. Voluntary termination does not 

include situations where termination occurs because of unreasonable provisions 

whieh allow the reinsurer to reduce its risk under the agreement, including, 

but not limited to, a provision which provides that it is the right of the 

reinsurer to increase reinsurance premiums or risk and expense charges to 

excessive levels which forees the ceding company to prematurely terminate the 

reinsurance agreement. 

(d) The ceding insurer must, at specific points in time scheduled in 

the agreement, terminate or automatically recapture all or part of the 

reinsurance ceded. 
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(e) The reinsurance agreement involves the possible payment by the 

ceding insurer to the reinsurer of amounts other than from income realized 

from the reinsured policies or the ceding insurer is required to pay 

reinsurance premiums, or other fees or charges, to a reinsurer which are 

greater than the direct premiums collected by the ceding company. 

(f) The treaty does not transfer all of the significant risk inherent 

in the business being reinsured. 

(g) 1. Except as provided by subd. 2, the credit quality, 

reinvestment, or disintermediation risk is significant for the business 

reinsured and the ceding company does not either transfer the underlying 

assets to the reinsurer or legally segregate such assets in a trust or escrow 

account or otherwise establish a mechanism satisfactory to the commissioner 

which legally segregates, by contract or contract provision, the underlying 

assets. 

2. The assets supporting the reserves for classes of business which 

do not have a significant credit quality, reinvestment or disintermediation 

risk, for the following elasses of business, may be held by the ceding company 

without segregation of the assets: 

a. Health Insurance - LTC/LTD 

b. Traditional Non-Par Permanent 

c. Traditional Par Permanent 

d. Adjustable Premium Permanent 

e. Indeterminate Premium Permanent 

f. Universal Life Fixed Premium (no dump-in premiums allowed) 

3. The associated formula for determining the reserve interest rate 

adjustment must use a formula which reflects the ceding company's investment 

earnings and incorporates all realized and unrealized gains and losses 
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reflected in the statutory statement. The following is an acceptable formula: 

Rate = 2 (I + CG) 
X + Y - I - CG 

Where: I is the net investment income 

CG is capital gains less capital losses 

X is the current year cash and invested assets pIus investment 
income due and accrued less borrowed money 

Y is the same as X but for the prior year 

(h) Settlements are made less frequently than quarterly or payments 

due from the reinsurer are not made in cash within 90 days of the settlement 

date. 

(i) The ceding insurer is required to make representations or 

warranties not reasonably related to the business being reinsured. 

(j) The ceding insurer is required to make representations or 

warranties about future performance of the business being reinsured. 

(k) The reinsurance agreement is entered into for the prineipal 

purpose of produeing significant surpIus aid for the ceding insurer while not 

transferring all of the significant risks inherent in the business reinsured 

and, in substanee or effeet, the expected potential liability to the ceding 

insurer remains basically unchanged. 

(2) For the purpose of this chapter, the following table identifies 

for a representative sampling of products or type of business, the risks which 

are considered to be significant. If a product is not speeifically included 

in the table, the risks for the product shall be determined to be significant 

in a manner consistent with this table. Risk categories are: 
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(e) Lapse-This is the risk that a policy will vOluntarily terminate 

prior to the reeoupment of a statutory surpIus strain experieneed at issue of 

the policy. 

(d) Credit Quality (Cl)-This is the risk that invested assets 

supporting the reinsured business will deerease in value. The main hazards 

are that assets will default or that there will be a deerease in earning 

power. It exeludes market value deelines due to ehanges in interest rate. 

(e) Reinvestment (C3)-This is the risk that interest rates will fall 

and funds reinvested (eoupon payments or monies reeeived upon asset maturity 

or eall) will therefore earn less than expeeted. If asset durations are less 

than liability durations, the mismatch will inerease. 

(f) Disintermediation (C3)-This is the risk that interest rates rise 

and policy loans and surrenders inerease or maturing eontraets do not renew at 

antieipated rates of renewal. If asset durations are greater than the 

liability durations, the mismatch will inerease. Polieyholders will move 

their funds into new produets offering higher rates. The company may have to 

sell assets at a loss to provide for these withdrawals. 
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RISK CATEGORY 

abc d e f 

Health Insurance - other than LTC/LTD* + 0 + 0 0 0 

Health Insurance - LTC/LTD* + 0 + + + 0 

Immediate Annuities 0+0 + + 0 

Single Premium Deferred Annuities o 0 + + + + 

Flexible Premium Deferred Annuities o 0 + + + + 

Guaranteed Interest Contracts 000 + + + 

Other Annuity Deposit Business o 0 + + + + 

Single Premium Whole Life 0++ + + + 

Traditional Non-Par Permanent 0++ + + + 

Traditional Non-Par Term o + + 0 0 0 

Traditional Par Permanent 0+ +-+ + + 

Traditional Par Term o + + 0 0 0 

Adjustable Premium Permanent 0++ + + + 

Indeterminate Premium Permanent 0++ + + + 

Universal Life Flexible Premium 0++ + + + 

Universal Life Fixed Premium 0++ + + + 

Universal Life Fixed Premium 0++ + + + 

(dump-in premiums allowed) 

*LTC = Long Term Care Insurance 

LTD = Long Term Disability Insurance 

(3) An insurer may, with the prior written approval of the 

commissioner, take reserve credit or establish an asset for ceded reinsurance 

which does not complywith sub. (1) or (2). 
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(4) An insurer which enters into a reinsurance agreement which 

involves the reinsurance of business issued prior to the effective date of the 

agreements, and any subsequent amendments to such a reinsurance agreement, 

shall file the agreement with the commissioner within 30 days from its date of 

its execution. An insurer shall include with the filing data detailing the 

financial impact of the transaction. 

(5) A ceding insurer's actuary who signs the financial statement 

actuarial opinion with respeet to valuatian of reserves shall consider this 

chapter and any applicable actuarial standards of practice when determining 

the proper credit in financial statements filed with the commissioner. The 

actuary shall maintain adequate documentation and be prepared upon request to 

describe the actuarial work performed for inclusion in the financial 

statements and to demonstrate that the work conforms to this rule. 

(6) An insurer shall, in the insurer's statutory financial statement, 

show: 

(a) Any increase in surpIus net of federal income tax resulting from 

arrangements described in sub. (4) separately as asurpIus item (aggregate 

write-ins for gains and losses in surpIus in the capital and surpIus account; 

and 

(b) Recognition of the surpIus increase as income reflected on a net 

of tax basis in the "Reinsurance ceded" line, page 4 of the Annual Statement 

as earnings emerge from the business reinsured. 

NOTE: The following is an example of the appIication of s. Ins 55.02 

(6): On the last day of calendar year N, company XYZ pays a $20 miIlion 

initial commission and expense aIIowance to company ABC for reinsuring an 

existing block of business. Assuming a 34~ tax rate, the net increase in 

surpIus at inception is $13.2 million ($20 miIlion - $6.8 million) which is 
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reported on the "Aggregate write-ins for gains and losses in surpIus" line in 

the Capital and SurpIus aeeount. $6.8 million (34% of $20 million) is 

reported as ineome on the "Commissions and expense allowanees on reinsuranee 

eeded" line of the Summary of Operations. At the end of year N+1 the business 

has earned $4 million. ABC has paid $.5 million in profit and risk charges in 

arrears for the year and has reeeived a $1 million experience refund. Company 

ABC's annual statement would report $1.65 mil1ion (66% of ($4 million - $1 

million - $.5 million) up to a maximum of $13.2 million) on the "Commissions 

and expense allowanee on reinsuranee eeded" line of the Summary of Operations, 

and -$1.65 million on the "Aggregate write-ins for gains and losses in 

surpIus" line of the capital and surpIus aeeount. The experience refund would 

be reported separately as a miseellaneous ineome item in the Summary of 

Operations. 

Ins 55.03 WRITTEN AGREEMENTS. An insurer may not reduee any 

1iabi1ity or establish any asset in any finaneial statement filed with the 

office of the eommissioner of insuranee, based on a reinsuranee agreement or 

amendment to any agreement unIess: 

(1) The agreement, amendment or a binding letter of intent has been 

duly exeeuted by all parties no later than the date for whieh the finaneial 

statement is reporting the finaneial eondition of the insurer; 

(2) If only a letter of intent has been exeeuted, a reinsuranee 

agreement or an amendment to a reinsuranee agreement is to be exeeuted within 

a reasonable period of time, not exeeeding 90 days from the exeeution date of 

the letter of intent; and 

(3) The reinsuranee agreement or amendment provides that: 

(a) The agreement or amendment eonstitutes the entire agreement 

between the parties with respeet to the business being reinsured and that 
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there are no understandings between the parties other than as expressed in the 

agreement; and 

(b) Any ehange or modifieation to the agreement or amendment is null 

and void unIess made by amendment and signed by all parties. 

Ins 55.04 EFFECT OF FAILURE TO COMPLY. No insurer may reduee any 

liability or establish or maintain an asset for the purpose of determining 

whether the insurer is in finaneially hazardous eondition, establishing or 

representing the finaneial eondition of the insurer, or for the purpose of 

meeting eompulsory surpIus or security surpIus requirements if the insurer may 

not reduee the liability or establish or maintain the asset on its finaneial 

statement under this ehapter. 

Ins 55.05 APPLICABILITY. (1) This ehapter applies to reinsuranee 

agreements entered into prior to, on or after its ef~eetive date. 

(2) An insurer shall reduee to zero by Deeember 31, 1994, any reserve 

credits or assets established with respeet to reinsurance agreements entered 

into prior to the effeetive date of this seetion [revisor inserts datel whieh, 

under the provisions of this ehapter would not be entitled to reeognition of 

the reserve credits or assets. Seetion Ins 6.73 and the annual statement 

instructions in effeet prior to the effeetive date of this ehapter [revisor 

inserts datel eontinue to apply to agreements entered into prior to the 

effeetive date of this ehapter [revisor inserts datel until December 31, 1994. 

(3) This ehapter is in addition to, and does not supersede other 

requirements, including, but not limited to, the requirements of ch. Ins 52. 

SECTION 22. APPLICABILITY. (1) The treatment of s. Ins 16.02 and 

creation of subch. I of ch. Ins 50 first applies to finaneial reports for 

fisca1 years ending on or after Deeember 31, 1993. 
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(2) The treatment of ch. Ins 12 and the creation of ch. Ins 40 first 

applies on and after the effective date of those provisions except the 

treatment of annual registration requirements under ch. Ins 40 applies after 

December 31, 1993. 

SECTION 23. EFFECTIVE DATE. This rule will take effect on the first 

day of the first month commencing after its publication. 

Dated at Madison, Wisconsin, this 
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