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Ins 6.01 Foreign company to operate 2 years before admission. 
Experience has demonstrated that until a company has engaged in 
the business of insurance for at least 2 years there is not a suffi­
cient basis upon which to form a judgment as to whether its methods 
and practices in the conduct of it11 business are such as to safeguard 
the interests of its policyholders and the people of this state. There­
fore, no application of a foreign insurance company or mutual benefit 
society for a license to transact business in Wisconsin will be con­
sidered until it has continuously transacted the business of insurance 
for at least 2 years immediately prior to the making of such appli­
cation for license. 

Ins 6.02 Company to transact a kind of insurance 2 years before 
admission. (1) Experience has demonstrated that until a company has 
engaged in a kind of insurance or in another kind of insurance of the 
same class for at least 2 years, there is not a sufficient basis upon 
which to form a judgment as to whether its methods and practices 
in the conduct of its business in such kind of insurance or another 
kind in the same class of insurance, are such as to safeguard the 
interests of its policyholders and the people of this state. Therefore, 
no application of a foreign insurance company or mutual benefit 
society for a license to transact a kind of insurance business in 
Wisconsin will be considered until it has continuously transacted 
that kind of insurance, or another kind of insurance in the same class 
of insurance as that for which it makes such application; for at least 
2 years immediately prior to making such application. For the pur­
poses hereof, insurance is divided (A) into kinds of insurance al'cord-
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ing to the provisions of section 201.04, Wis. Stats., each subsection 
setting forth a separate kind, and (B) into classes of insura11ce upon 
the basis of and including the said kinds as follows: (a) Fire insur­
ance includes the kinds in section 201.04 (1), Wis. Stats., (as ex­
tended by section 203.28), (2) and (12). 

(b) Life insurance includes the kinds in section 201.04 (3), Wis. 
Stats., but excluding all insurance nn the health of persons other than A 
that authorized in section 206.03, Wis. Stats. -

(c) Casualty insurance includes the kinds in section 201.04 (4) 
through (11), and (13) through ;18), Wis. Stats. 

(2) Provided, '1owever, that nothing herein shall preclude con­
sideration of an application tu transact the kind of insurance in 
section 201.04 ( 4). Wis. Stats., if the applicant company has 
transacted any of the kinds of insurance in sections 201.04 (3), (5), 
(13), (15), (16) and (18), Wis. Stats., continuously for 2 years imme­
diately prior to the making of application for license to transact the 
kind of insurance in section 201.04 ( 4), Wis. Stats. 

Ins 6.03 Nonresident casualty and fire insurance agents. (1) Sepa­
rate licenses are required for the solicitation of casualty insurance 
business and of fire insurance business. 

(2) A separate license is required for each company for which the 
nonresident agent solicits business in Wisconsin but the provisions of 
subsections 201.53 (5) and 209.04 (5), Wfo. Stats., permit a licensed 
nonresident agent to interchange business and receive the whole or 
any part of the commission from a resident agent on business 
obtained under such nonresident license and exchanged with the 
resident agenl< 

(3) A license will be revoked if the nonresident agent brokers 
insurance, either in Wisconsin, his state of residence, or elsewhere, 
of the class (casualty or fire) of insurance covered by the license, 
unless the placing of such business constitutes an exchange between 
agents as authorized by subsection 209.04 (5), Wis. Stats. One who 
solicits brokerage business is not eligible to have a nonresident agent's 
license for the same class (casualty or fire) of business. 

( 4) The company which a nonresident wishes to represent as an 
agent must furnish a statement showing that the applicant is ap­
pointed to solicit insurance in Wisconsin as its agent and agree that 
it will be bound by his knowledge and acts to the same extent as it is 
in connection with authorized resident agents in Wisconsin. 

(5) The applicant for a nonresident agent's license must agree 
that each policy written by him covering property or risks in Wis­
consin will be countersigned by a duly licensed resident agent of the 
company issuing the policy. 

(6) A statement by the supervisory head of the insurance de­
partment of the state of residence showing that the applicant is a 
licensed agent in his state of residence for the company which he 
desires to represent in Wisconsin must be furnished when application 
is made for a nonresident agent's license. 

(7) The applicant will be required to make full disclosure regard­
ing any connection which he may have as an employe or member 
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of any agency partnership, association or corporation, including the 
full names and residences of all members. officers, directors and 
stockholders. 

(8) Licenses issued on or after November 1, 1949, shall expire on 
the next succeeding November 1st. The fee for each nonresident 
agent's license shall be $10.00. 

Ins 6.04 Countersignature requirements. (1) Every policy of insur­
ance issued or delivered in this state shall be countersigned by a li­
censed resident agent. Except in the case of the standard fire policy, 
an agent's signature on a copy of an application attached to and form­
ing a part of a policy will be considered as satisfying this 
requirement. 

(2) This rule shall not apply to: (a) Policies issued in accordance 
with sections 201.44 (6), 201.44 (8), 202.08, or 209.04 (10) (c), (d), 
(e) and (f), Wis. Stats.; 

(b) Policies of life insurance; 
(c) Service contracts issued by hospital service corporations author­

ized under section 182.032, Wis. Stats.; 
(d) Contracts issued by state or county medical societies author­

ized under section 148.01, Wis. Stats.; 
(e) Contracts issued under authority of chapter 185, Wis. Stats. 

Rl•to271 Cr. Register, April, 1958, No. 28, etr. 6-1-68; am. (2) (a), Reg· 
lster, April, 1963, No. 88, etr. 6-1-63 . 
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Ins 6.05 Filing of insurance forms. (1) DEFINITIONS. In this rule, 
unless the context otherwise requires, the following words and terms 
shall have the following meanings: 

(a) "Insurance" shall mean any fire, liability, steam boiler, fidelity, 
title, credit, burglary, plate glass, sprinkler leakage, elevator, live­
stock, automobile, other caralty, or medical payments and ot.her SUPc 
plemental insurance I provi ed under subsections (l), (5), (6'), (7), 
(8), (9), (10), (li1J, (12 , (13), (14), (15), (17) ~ or (18) of sec-
tion 201.04, Wis. Stats. ' 

(b) "Filing" shall mean: 1. Any matter submitted under this rule. 
2. The act of filing such matter. 

(c) "Form" shall mean any matter intended to be used by any 
insurer as any part of an insurance contract including any application 
which becomes a part of an insurance contract and any policy, en­
dorsement, or rider. 

(d) "Reinsurance contract" shall mean a contract wherein a pri­
mary insurer cedes all or part of a risk to another insurer. 

(2) GENERAL PROVISIONS. (a) The date of filing by an insurer shall 
be the date on which any filing is stamped received by the commis­
sioner of insurance. 

(b) Notice of disapproval by the commissioner shall state therein 
the effective date of disapproval, but any statutory period for con­
.testing such disapproval shall begin upon receipt of such notice of 
disapproval. 

(c) :Each filing shall be on file for a period of 15 days before it 
becomes effective, which period may be extended by the commissioner 
for an additional period not to exceed 15 days if he gives written 
notice within such waiting period to the insurer or rating organization 
which made the filing that he needs such additional time for considera­
tion of such filing. A filing shall be deemed effective unless disap­
proved by the commissioner within the waiting period or any extension 
thereof, provided that if the filing proposes a later effective date such 
proposed date shall prevail. Upon written application by such insurer 
or rating organization the commissioner may authorize a filing to 
become effective before the expiration of the waiting period or any 
extension thereof. 

(3) INSURANCE FORMS TO BE FILED. No form shall be used or issued 
in the state of Wisconsin as part of any contract of insurance unless 
such form has been filed by the insurer with the commissioner in 
accordance with (2) (c) above. Forms not now on file shall be filed as 
herein required. Forms now on file may continue to be used until 
such time as they may be disapproved. An insurer may satisfy its 
obli~ation to make form filings by becomiiig a member of or a sub­
scriti,er to a licensed p{ting 9/ganization as considered in section 
203.32 or sections 204.317 to 204154, inclusive, Wis. Stats., which makes 
such filings, provided that basic policy forms must be filed by the 
insurer named thereon. Nothing in this rule shall be construed as 
requiring any insurer to become a member of or subscriber to any 
rating organization. This rule shall not apply to town mutual insur­
ance companies; reinsurance contracts; or to any surety or guarantee 
bond required by law or by a court or executive order or by order, 
rule or regulation of a public body. No filing need be made hereunder 
of any form prepared to meet special, unusual, peculiar or extra­
ordinary conditions applying to individual risks; nor to the comple-
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tion of uniform forms to indicate the application of the contract tt. 
individual risks. 

(4) FORM OF FILING. (a) Letter of transmittal. The filing shall be 
in duplicate and accompanied by a letter of transmittal in duplicate. 
Such letter of transmittal shall set forth: 

1. Title and reasonable identification of filing. 
2. The proposed effective date. 
3. The descriptive title, form number and form edition date, date 

of approval, if known, of any filing superseded thereby, and shall 
identify and explain all changes by paragraph and clause. 

4. If an endorsement or rider, reference to the policy or forms 
with which it is to be used. 

5. If the nature of the information to be inserted in any blank 
space of any form cannot be determined from the wording of th.e 
form, such blank space shall be filled in with hypothetical data to 
the extent required to indicate the proposed use or uses of the form. 
As an alternative, such purpose and use may be explained in the 
transmittal letter. 

(b) Filing size to be uniform. All forms, for the purpose of filing 
under this rule only, shall be printed or superimposed on or attached 
to a sheet 8%" by 11" in size or folded to 8%" by 11" folded size. 

(c) Form, requirement.s of. 1. Every form shall carry a descriptive 
title and reasonable identification and must show a form number and 
edition date, or other differentiation to identify the revision of a 
form and its previous edition or editions. 

2. Forms may be submitted in typed or printer's proof format for 
an advisory opinion prior to filing in accordance with this rule. 

3. The style, arrangement, and over-all appearance of any policy 
form shall give no undue prominence to any portion of the text, and 
every portion of the text of any form, endorsements or attached 
papers must be clearly set out in letters of a style in general use, 
the type of which shall be no smaller than 8-point. The text includes 
all matter except name and address of the insurer, name or title of 
the policy, any brief description, and captions and subcaptions. Ap­
proval of any filing is upon the condition that all forms issued to 
an insured will be clearly legible. The face of any policy form shall 
set forth the name of the insurer assuming the risk more conspicu­
ously than that of any department, underwriters' agency, general 
agency, or group or fleet of insurers; provided that policy forms in 
use in this state on the effective date of this rule with the name of 
company set forth less conspicuously may be continued in use until 
July 1, 1959. 

(5) DISAPPROVAL OF FILINGS. (a) A form shall be disapproved if it 
contains a provision which is unfairly discriminatory, inequitable, 
misleading, deceptive, or encourages misrepresentation of the coverage. 

(b) If the commissioner finds that a filing does not comply with 
the applicable insurance laws of this state or with rules of this 
department, he shall give written notice of disapproval of such filing, 
specifying therein in what respects he finds such filing fails to meet 
the requirements of such laws or rules and state that such filing shall 
not become effective. 

(c) The disapproval of a filing shall be subject to review as pro­
vided by law. 

History: Cr. Register, July, 1958, No. 31, eft. 8-1-58. 
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Ins 6.06 Termination of insurance eo11tracts. (1) P;URPOSE. This rule 
is intended to impl~ent and interpret section 631.36, Wis. Stats., for 
the purpose of ex~~tln.g certain classes of insurance contracts from 
section 631.36 (2)', Wis. Stats., in accordance with section 631.36 (1) 
(c), Wis. Stats. 

(2) EXEMPT CLASSES, The following classes of insurance contracts 
shall be exempt from the provisions of section 631.36 (2), Wis Stats.: 

(a) All classes of insurance contracts affording the kinds of in­
surance under section 201.04 (2) 1 (3), (4), (8), (16), and (19), 
Wis. Stats. 

(b) All clas.¢'.: o:f insurance contn:icts other than those specified in 
subsection (3) of 1;b;is rµHe which iifl'or,d the kinds of ins~rance under 
section 207.04 (1), (5h (6), (7), (9)', (10), (11), (12), (13), (14), 
(15), (17), and (18 , Wis. Stats. 

(c) All classes of insurance contr~~ts issued by companies organ­
ized. or operating under chapter 202,/Wis. Stats, 

(3) APPLICATION OF STATUTE. The provisions of section 631.36 
(2), Wis. Stats., shall apply to contracts of insurance which are 
issued and take effect on or after January 1, 1970, and which insure 
any of the following: 

(a) Loss of or damage to real property used for residential pur­
poses for not more than 4 families. 

(b) Loss of or damage to personal property owned by natural 
persons except personal property used in the conduct and operation 
of any commercial, industrial, or professional enterprise. 

(c) Legal liability for loss of, damage to, or injury to persons or 
property not arising from the conduct and operation of a commercial, 
industrial, or professional enterprise. 

(d) Any other risk under a multiple peril, fire and extended cover­
age, or bodily injury and property damage liability contract which 
develops estimated premium per policy per year of less than $200. 

History: Cr. Register, December, 1969, No. 168, eff. 1-1-70. 

Ins 6.07 History: Cr. Register, May, 1960, No. 53, etf. 6-1-60; r. Reg­
ister, April, 1964, No. 100, eff. 5-1-64. 

Ins 6.0S History: Cr. Register, June, 1960, No. 54, eff. 7-1-60; r. Regis­
ter, February, 1970, No. 170, eff. 3-1-70. 

Ins 6.09 Prohibited acts by captive agents of lending institutions 
and others. (1) PURPOSE. This rule implements and interprets applic­
able statutes, inc;luding but not limited to sections 207.03, 207.04 (1) 
(d) 1., and 207;05, Wis. Stats., prohibiting concerted acts of boycott, 
coercion, or intimidation resulting in or tending to result in unreason­
able restraint of the business of insurance as unfair methods of 
competition and as unfair or deceptive acts or practices in the business 
of insurance. 

(2) DEFINITIONS. (a) Agent. A natural person, other than a captive 
agent, holding a valid ·and current certificate of registration as an 
insurance agent and one or more valid and current licenses to repre­
sent one or more admitted insurers in the solicitation and sale of 
policies of insurance in this state. 

(b) Borrower. Any person, firm, association, or corporation which 
obtains, other than in the regular course of its trade or business, 
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a loan of money or credit from a lending institution on the security 
of real or personal property in return for a promise to repay the 
consideration at a time subsequent. 

(c) Captive agent. An agent who is a director, officer, or employe 
of the lending institution which, in connection with a loan transac­
tion, holds or acquires a security interest in real or personal property 
of a borrower. 

(d) Lending institution. Any person, fu:m, association, 01· corpora­
tion, whether or not licensed or chartel.'ed by any agency of govern­
ment, which in the regular course of business lends money or credit 
to a borrower on the security of real or personal property in return 
for the borrower's promise to repay the consideration at a time sub­
sequent. 

(e) Poli.cy of i iiswrance. An,y policy, certificate or m0.lll.orandum of 
insurance affo1·clir1g in whole or .in ipad any one or more 'r the kinds 
of in u1·~7e desc 'ibed, ·esp~tivelr, in s~ction 201.P4 (l. , (2), (/{a), 
(10), (11), (12), (13), (14), (15), (17L and (18'), Wis. Stats. 

(3) DECLARATION OF POLICY. (a) Every borrower in this state 
should be afforded a reasonable opportunity to purchase any policy 
of insurance, the form, content, and provisions of which have pre­
viously been approved by the office of the commissioner of insurance 
for use in this state, for the pm:pose of p1·oviding insi;1.rance coverage 
on real or personal p1·operty required by a lending inst.itution to be 
placed in force by the b91:1;ower aL the borrower's expense to protect 
its security interest in such real or personal 'property. 

(b) Every borrower in this state should be afforded a reasonable 
opportunity to purchase a policy of insurance, from any insurer and 
through any agent currently licensed by the office of the commissioner 
of insurance to issue or sell in this state, which is designed to protect 
and which affords protection fot· secw:ity interests in real or personal 
property and which is required by a le11diJ1g i11stitution to be placed 
in force by the borrower at the bol'l'ower's expl;!use £01· such purpose. 

(c) At the minimum, every borrower in this state should be 
afforded the opportunity at any time within 30 days following initial 
inception of coverage and at any time within 30 days prior to any 
annual anniversary date of any existing policy to substitute for an 
existing •policy insuring real or personal property of the bonower 
in which the lending institution has a security interest any other 
policy affording adequate limits of insurance with respect to such 
property, provided that such replacement policy has been approved 
for use in this state, and the insurer cul'l'ently licensed by the office 
of the commissioner of insurance. 

( 4) PROHIBITED ACTS. Each of the following acts is declared to 
constitute the commission, by concerted action, of an act of boycott, 
coercion, or intimidation resulting in or tending to result in unrea­
sonable restraint of the business of insurance and is prohibited: 

(a) Refusal to accept policy. 1. The solicitation or sale by a captive 
agent of any policy of insurance to a borrower or to a lending institu­
tion for the account of any borrower under which coverage is 
afforded for the security interest of such captive agent's lending insti­
tution in real or personal property of the borrower if such lending 
institution has refused or then refuses to accept for such •purpose 
the policy of any insurer licensed in this state, the form, content, and 
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provisions of which have previously been approved as appropriate for 
the insurance of such security interest on the property of such bor­
rower by the office of the commissioner of insurance for use .in this 
state. 

2. The solicitation or sale by an agent of any policy of illsu1·auce 
to a borrower or to a lending institution fol' the account of any 
borrowe1· under which coTiirage is afforded fo1· the secu1·ity interest 
of any lending illStitution in real cir personal property of such bor­
rower if such agent knows or in the exercise of reasonable care 
should have known that such lending institution has refused or then 
refuses to accept for such purpose the policy of any insurer licensed 
in this state, the form, content, and •provisions of which have pre­
viously been approTiid as appropriate for the insurance of such 
security interest on the property of such borrower by the office of 
the commissioner of insurance for use in this state. 

(b) Restlf'icmon on replacement of existing policy. 1. The solicita­
tion or sale by a captive agent of any policy of insurance to a bor­
rower or to a lending .institution :for the account of any borrower 
under which coverage is afforded fo1· the security interest of such 
captive agent's lending instit·ntion in real or personal property of 
the bonower ii such lending institution then imposes or enforces 
any requirement or condition, whether or not assented thereto by a 
borrower, which abrogates or otherwise penalizes or restricts the 
right of any borrower, exercisable at any time within 30 days follow­
ing initial inception of coverage and at any time within 30 days prior 
to any annual annive1·sary date of any existing volicy effectively to 
substitute for an existing policy insuring .real or personal property 
of the borrower jn which the lending institution has a security inter­
est any other policy approved by the office of the commissioner of 
insurance which affords adequate limits of insurance with respect 
to such property. 

2. The solicitation or sale by an agent of any policy of insurance 
to a borrower or to a lending institution for the account of any 
borrower under which coverage is afforded for the security interest 
of any lending institution in real or personal property of such bor­
rower if such agent knows or in the exercise of reasonable care should 
have known that such lending institution then imposes or enforces 
any requirement or condition, whether or not assented to by a bor­
rower, which abrogates or otherwise penalizes or restricts the right 
of any bonower, exercisable at any time within 30 days following ini­
tial inception of coverage and at any time within 30 days prior to 
any annual anniversary date of any existing policy effectively to 
substitute for an existing policy insuring real or personal property 
of the borrower in which the lending institution has a security inter­
est any other policy approved by the office of the commissioner of 
insurance which affords adequate limits of insurance with respect to 
such property. 

(5) NoNAPPLICATION. The provisions of this rule shall not apply 
to renewal of any policy of insurance where the obligation of the 
borrower to procure insurance for the security interest of the lending 
institution accrued prior to the effective date of this rule. 

History: Cr. Register, December, 1968, No. 156, eff. 1-1-69. 

Ins 6.10 Insurance agents advisory council. (1) PuRPOSE. The 
purpose of this rule is to create an insurance agents advisory council 
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to be appointed by the commissioner of insurance pursuant to sections 
15.04 (3) and 601.20, Wis. Stats. 

(2) MEMBERSHIP. The council shall co'nsist of the commissioner 
or a member of his staff designated by him and 11 other members, at 
least 6 of whom are experienced and licensed as resident insurance 
agents. 

(3) TERM. Members of the council shall be appointed to serve for 
a term of 3 years except that the initial appointments u'nder this 
rule shall be 3 members for a one-year term, 4 members for a 2-year 
term, and 4 members for a 3-year term. 

( 4) DUTIES. It shall be the duty of the council to: 
(a) Advise the commissioner with respect to the carrying out of 

his functions under sections 206.41, 208.21, and 209.04, Wis. Stats., 
(b) Make recommendations to the commissioner for the preparation 

and conduct of examinations pursuant to sections 206.41 ( 4), 208.21, 
and 209.04 (2) (b), Wis. Stats., 

(c) Advise the commissioner concerning the relevancy of the content 
of agents' examinations to the types of licenses being sought by 
applicants, and 

( d) Advise the commissioner with respect to developing, i1n coopera­
tion with various educational institutions in the state, courses of 
instruction in various fields of insurance for the education of agents 
and applicants for agents' licenses. 

( 5) OFFICERS. The council shall annually elect a chairman and a 
vice-chairman. The commissioner or his designee shall act as secretary 
and keep a record of all proceedings, transactions, communications, 
a'nd other official acts of the council. The files and records of the 
council shall be maintained at the office of the commissioner. 

(6) MEETINGS. The council shall meet at least twice a year when 
called by the commissioner and at such other times when requested 
by the commissioner or 3 or more members. 

(7) EXPENSE REIMBURSEMENT. Members of the council shall receive 
no salary or compensation for service on the council but shall be 
reimbursed for their actual a'nd necessary expenses in attending 
meetings or while ·performing other duties as directed by the com­
missioner. 

Hlstory1 Cr. R egister, July, 1970, No. 175, eff. 8-1-70. 

Ins 6.11 Insurance claim settlement practices. (1) PURPOSE. This 
rule is to promote the fair and equitable treatment of policyholders, 
claimants and insurers by defining certain claim adjustment practices 
which are considered to be u:niab: methods and practices._in/.the b* .. i­
ness of insur~11ce. 'rhis l'L1le . .i!f.plements and intexpre~,~pplic le 
statutes inclu~g but not limitej- to s ·cti ns 201.045 (1), 201.34 1), 
601.01 (3) (b), and 645.41 (3), Wis. Stats. 

(2) SCOPE. 'i'/liB rule applies to the kinds of insurance identified in 
section 2oi.04',vWis. St ats., transacted by insurers as defined in section 
601.02 (,8)YWis. Stats. and nonprofit service plans subject to section 
200.26,vWis. St ats. 

(3) UNFAIR CLAIM SETTLEMENT PRACTICES. (a) Any of the fol­
lowing acts, if committed by any person without just cause and per-
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formed with such frequency as to indicate general business practice, 
shall constitute unfair methods and practices in the business of in­
surance: 

1. Failure to promptly acknowledge pertinent communications with 
respect to claims arising under insurance policies. 

2. Failure to initiate and conclude a claims investigation with all 
reasonable dispatch. 

3. Failure to promptly provide necessary claims forms, instruc­
tions and reasonable assistance to insureds and claimants under its 
insurance policies. 

4. Failure to attempt in good faith to effectuate fair and equi­
table settlement of claims submitted in which liability has become 
reasonaply cleru: 

6. l<'ailu1·e upoll request of a claimant, to p1·ompt.ly p1·ovide a i-ea­
sonable explanation of the basis in the policy contract or ap1)licable 
law lor denial of a claim or for the offer of a compromise settlement. 

6. Knowingly misrepresenting to claimants pextinent facts or policy 
provisions relating· 'to cove.rages involved. 

7. Faihu:e to aflinn or deny coverage of claims within a reasonable 
time after proof of loss has been completed. 

8. Failure to settle a claim under one portion of the policy coverage 
in order to influence a settlement under another portion of the policy 
coverage. 

9. Except as may be otherwise provided in the policy contract, 
the failure to offer settlement under applicable first party coverage 
on the basis that responsibility for payment should be assumed by 
other persons or insurers. 

10. Compelling insureds and claimants to institute suits to re­
cover amounts due under its policies by offering substantially less 
than the amounts ultimately recovered in suits brought by them. 

11. Refusing payment of claims solely on the basis of the insured's 
request to do so without making an independent evaluation of the 
insured's liability based upon all available information. 

12. Failure, where appropriate, to make use of arbitration pro­
i:edures authorized or permitted under any insurance policy. 

13. Adopting or making known to insureds or claimants a policy 
of appealing from arbitration awards in favor of insureds or claimants 
for the purpose of compelling them to accept settlements or com­
promises less than the amount awarded in arbitration. 

(b) Any of the following acts committed by any person shall con­
stitute unfair methods and practices in the business of insurance: 

1. Knowingly misrepresenting to claimants pertinent facts or 
policy provisions relating to coverages involved. 

2. Failure to make provision for adequate claims handling per­
sonnel, systems and procedures to effectively service claims in this 
state incurred under insurance coverage issued or delivered in this 
state. 

3. Failure to adopt reasonable standards for investigation of claims 
arising under its insurance policies. 

( 4) PROMPT DEFINED. Except where a different period is specified 
by statute or rule and except for good cause shown, the terms 
"prompt" and "promptly" as used in this rule shall mean responsive 
action within 10 consecutive days from receipt of a communication 
concerning a claim. 
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(5) PENALTY. The commission of any of the acts listed in subs. 
(3) (a) or (3) (b) 2., or 3. shall subject the person to r evocation of 
license to transact insurance in this state. Violations of this rule 
or any order issued thereunder shall subject the person violating 
the same to section 601.64, Wis. Stats. 

History: Cr. Register, October, 1971, No. 190, eff. 11-1-71. 

Ins 6.12 Qualification of actuaries. (1) PURPOSE. (a) 'l'he purpose 
of this rule is to protect the interests of insurers, insureds, insurance 
beneficiaries, insurance claimants, insurance company stockholders, 
and trustees, employers, covered employes, retir ed employes and 
terminated employes of employe welfare funds by establishing re­
quirements for use of the terms actuary or actuarial. This rule in­
terprets and implements sections 207.04, 211.04, 211.08, 211.09, 601.41, 
601.42 and 601.43, Wis. Stats. 

(b) It is not the purpose of this rule to require any insurer 
or rate service organization to employ an actuary except as may be 
otherwise required by statute or other administrative rule, nor does 
this rule require that filings under chapter 625, Wis. Stats., be pre­
pared or submitted by a qualified actuary. Further, this rule is not 
intended to prohibit the strictly internal use by insurers of job titles 
containing the term actuary, 

(2) SCOPE. This rule shall apply to all reports or representations 
subject to supervision by the commissioner of insm·ance. 

(3) SIGNATURE AS AN ACTUARY. No document filed with this office 
which requires the signature of an actuary will be accepted unless 
the person signing as an actuary is a member of the American 
Academy of Actuaries or has otherwise demonstrated his actuarial 
competence to the commissioner. 

(4) ACTUARIAL REPRESENTATION. No person in any representation 
made to the public or to this office in respect to any matter subject 
to this rule shall use the word actuary or actuarial to indicate a 
degree of professional competence unless that person is a member 
of the American Academy of Actuaries or has otherwise demon­
strated his actuarial competence to the commissioner. 

(5) LEVEL OF COMPETENCY. No member of the American Academy 
of Actuaries or a person who has otherwise demonstrated his actu­
arial competence to the commissioner shall use the word actuary or 
actuarial in any presentation subject to this rule unless he is qualified 
to give the actuarial advice r equired or requested. 

(6) PENALTY. Violations of this rule or any order issued thereunder 
shall subject the person to section 601.64, Wis. Stats., or other appli­
cable statute. 

History: Cr. Register, October, 1971, No. 190, eff. 11-1-71. 

Ins 6.20 Investments of insurance companies. (1) PURPOSE: h he 
purpose of this rule is to implement and interpret chapter 620,'/Wis. 
Stats., for the purpose of establishing procedures and r equirements 
for investments of insurance companies. 

(2~ SCOPE. This rule shall apply to all insurers subject to chapter 
620, Mris. Stats. 

(3) DEFINITIONS. As used in this rule: 
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(a) "Fixed charges" includes interest on all debt, and amortization 
of debt discount. 

(b) "Net earnings available for fixed charges" means income after 
allowance for operating and maintenance expenses, depreciation and 
depletion, and taxes other than federal and sta te income taxes, but 
without allowance for extraordinary nonrecurring items of income or 
expense appearing in the regula r financial statements of the issuing 
company. If the issuing company has acquired, pr ior to the date of 
investment, substantially all the assets of another company by pur­
chase, merger, consolidation or otherwise, the net earnings available 
for fixed charges of the other company for the portion of the test 
period that preceded acquisition may be included in accordance with 
a consolidated earnings statement covering the period. 

(c) "Net earnings available for fixed charges and dividends" shall 
be determined in the same manner as "net earnings available for 
fixed charges" but after allowance for federal and state income taxes. 

( d) "Preferred dividend requirements" include dividends at the 
maximum prescribed rate on all stock ranking as to dividends on 
parity with or prior to that being acquired, whether or not the 
<lividends are cumulative. 

( e) "Real estate" or "real p1,>erty" includes leaseholds. 
( 4) GENERAL LIMITATIONS ~. RESTRICTED INSURERS, N 0 insurer 

restricted under section 620.03, Wis. Stats., may invest thereafter in 
any of the following classes of assets except by permission of the 
commissioner: 

(a) Any securities of an issuer who has defaulted on any payment 
on any debt security within the previous 5 $aars; or 

(b) Any asset under section 620.22 (8) ,Vwis. Stats. 

(5) SPECIAL LIMITATIONS ON/ RESTRICTED INSURERS, No insurer 
restricted under section 620.03,il'W'Is. Stats., shall invest: 

(a) Evidences of jlidebtedness. In evidences of indebtedness under 
section 620.22 (1) ,~is. Stats., unless they are lawfully authorized 
and: 

1. They are rated Aaa, Aa, or A in Moody's Bond Ratings, or AAA, 
AA, or A in Standard and Poor's Service; or 

2. They are evidences of indebtedness of a municipally owned public 
utility of this state created pursuant to section 3 of article XI of the 
constitution, and the net book va lue of the p1•op rty pledged as 
security for the bonds has been established or approved by t he public 
service commission and the total issue of the bonds does not exceed 
50 % of the net book value of such property; or 

3. They are payable from revenues of a public utility or railroad 
owned by or held for the benefit of any governmental unit in the 
U11lted Sta:tes or Canada, if they are adequately seemed by mort­
gage 01· lien on J?l'Ollerliy r l.iy specific pledge 01· i·evanues, and lawful 
authol'l.zlng resolutions or onlinance of the governing body of the 
unit i·equire that during the life of the evidence of indebtedness the 
rates, fees, toll.s or cha1·ges together with m1y othe1· l'evel'luos pledged 
sha ll at a ll times p~·oduce revenues sufli.cient to imy all expenses of 
operation and maintenance, interest ns promisccl and the p~·.lncipal 
sum when due; or 

4. They are evidences of indebtedness of public utilities in the 
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United States or Canada and are either adequately secured by mort­
gage, pledge or other collateral, or have had net earnings available 
for fixed charges that for the previous 3 fiscal years have averaged 
per year not less than 17li times the average annual fixed charges; or 

5. They are evidences of indebtedness o.f a U nited States or Can­
adian private corporation, and they are either adequately secured by 
mortgage, pledge o,r other col'lateral, or are isst1ed by a co1·po1·ation 
which has had net earnings available for ilxed chal'ges tl1at have 
averaged for the previous 5 y ars and equalled for each of the pre­
vious 2 years an annual amollnt which exc eded average annual fixed 
charges by at least 50 %, Ol' 25% in the case of corporations engaged 
primarily in wholesale or ~·eta:il mel'chandisi11g, jnstallment, commer­
cial and consumer fiuancil1g, .factoring 01· small lof n b11Slness. 

(b) Eq_,i,.;:pment seciiri.t·i s. In equipment secm·iffes or i:n certificates 
of an equipment ti:ust under subsection (8) (b) of ·!;his i·ule unless 
the obligor's net earnings have averaged at least 2 times its average 
annual fixed charges for the previous 3 years. 

( c) Real estate loans. In real estate loans: 
1. On the security of encumbered property, but property shall not 

be deemed encumbered because of unpaid but not delinquent assess­
ments and taxes, mineral, oil or timber i·ights, easem nts for public 
l1ighways, private roads, railroads, telegraph, telephone, electric light 
and power lines, dl'ains, sewers or other similar easornents, liens for 
service. and maintenance of water rights whm1 not delinquent, party 
waU agreements, building restrictions, or other restrictive covenants 
or conditions, with or without a reversionary clause, or leases under 
which rents or profits are reserved to the owner; 

2. In excess of '% of the fair market value, including buildings 
covered by the 11101-tgage. If the value of_ buildings constitute part of 
the security, l:he buildings mus~ be inslll'ed adequately to protect 
the insm·cr's security inteJ"est. 'l'he % limitation shall not apply to 
any loan fully insured by a federal il1su1·ance corporation; nor 

3. On the security of a leasehold in terest in r eal p!'O})erty un less 
lt is unencumbered except by rentals owed to the owner of the fee, 
bas at least 25 years yet to r un, and then for 10 ino1·e than 50 % 
of the fai.t ma1·k t value of the leasehold less the present value of all 
rentals due u_pon it to the owne~· .of the :fee. 

(d) Pn;fei·~·ed sha1·es. In preferred shares unless the issuing com­
pany has had, di sl'egarding fixed harges on indebtedness and divi­
clend requiJ:e.rne.nes 011 rireferred stoc1{ for l:he ·etinnnent of which 
provision has been made at the date of tJ1e investment, net earnings: 

1. Available for fixed charges and dividends that during the previ­
ous 5 fiscal years have averaged not less than twice the sum of the 
fixed charges, maximum contingent interest and preferred dividend 
requirements of the issuing company; or 

2. Available for fixed charges and dividends that for each of the 
previous 3 fiscal years have been not less than 17li times the sum 
of the fixed charges, maximum contingent interest and preferred 
dividend requirements of the issuing company; or 

3. Available to meet preferred dividend requirements of the previ­
ous 5 years, after allowance for fixed charges and federal and state 
income taxes, that have averaged not less than 3 times the preferred 
dividend requirements. 
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(e) Common stock. In common stock except: 
1. In accordance with a plan of acquisition proposed by the insurer 

and approved by the commissioner; and 
2. In common stocks which are authorized securities for NASDAQ, 

the antoU'latecl quotation system of the National Association _pf. 
Secut~' ties Dealers. ./ 

(f Real p1·01uw tc7/. In any investment under section 620.22 ( 4) or 
(5) , Wis. Stats., except with prior written approval of the com­
missioner. 

(g) Limitations on amount of investment. More than 2% of assets 
in any single issue of a security to which this rule is applicable 
except with the prior approval of the commissioner. 

(6) TOWN MUTUAL INSURANCE COMPANIES. (a) Town mutual insur­
ance comJ?a nies author ized to operate under Ll1e ,~·ovi sions of chapter 
202, Wis. Stats., shaill be co:ns idered 1·estl'icte l i.;:,surers ~md shall be / 
subject to the :i:e!!b1ctions o:f_sectlon 620.03 (1) , Wis. Stats., except asv 
provided in section 620.03 (2),VWis. Sta:ts., or l n su bsection (6) (b) 
of this rule. 

(b) A town mutual insu ranc · company may invest up to 50% / 
of its assets in sh:ues )11 mutua l .¥ 1Hls p1·ovJ led the assets of such 
mutual funds a te invested only i:1"'' accordance with subsection ( 4) 
and subsection (5) (a) t:lu:ough (f ) of thi l·ule and provided that 
such mutual fund shall: 

1. Invest no more than 5% of its aggregate assets and securities 
in any one issuer, excepting securities of the United States govern­
ment, 

2. Own no more than 10% of the securities of any one issuer, 
3. Submit quarterly statements to the commissioner in such detail 

as he requests, 
4. Be audited annually by a certified public accountant acceptable 

to the commissioner. 
(7)/ ~ONDS PE~MISSI~LE . Bonds permissible under section 620.22 

(l) ,~1s. ·Stats., mclude : 
(a) Direct obligations of the United States or Canada, or of other 

governmental uni ts therein; 
(b) Obligations payable from and adequately secured by specifically 

pledged revenues of such governmental units or their instr umental­
ities, including corporations owned by or operated for such units; and 

(c) Evidences of indebtedness of any solvent cor pora tion of the 
United States or Canada . 

. (8 ) ~DITIONAL AtJ'l'FJ IU-Z~D IN\IESTM1'.:~'!1S . An i 11sure~ay, in adc~ i ­
tron to m vestments authorized by section 620 .22 ( 1) to ( ()) , Wis. 
Stats., invest iti:i ass · ts in the followb1g classes of Lnvestments, u-p to 
the :limits s~t~d, an cl in the. case of in~n:ers that a.1·e su]Jje ·t to 
special rest_nctions u nde'l' section 20.03,YWis. Stats., rn accordance 
wit11 a ny othe1· ~·u les mude auili able to them : 

(a) Mortgage bonds of farm loan banks authorized under the fed­
eral farm loan act, and debentures issued by the banks for coopera­
tives established pursuant to the farm credit act of 1933, as amended; 

('b) Equipment securities or certificates of any equipment trust evi­
dencing rights to receive partial payments agreed to be made upon 
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any contract of leasing or conditional sale-not exceeding 10% of 
assets; 

(c) The purchase and ownership of machinery or equtrment, which 
is or will 1Jecome subject to contl'acts for sale or use unde:r which 
contractual .Payment.CJ i11ay reasonably be erpeeted to return the prin­
cipal of and provide earnings on the inv stment wLthin the antici­
pated useful Life of the property which shaill be not less tha11 5 years 
-n-0t exceeding 3% of assets; 

( d) Loans upon !.he coUateral se urity of any securities that the 
insurer could JawJ\tlly purchase, but 11ot exceeding 90% of the market 
value of the securities up to un amount which, together with like 
securities owned, does not exceed Lhe limits on tJ1 e purchase of such 
securities; 

( e) Evidences of indebtedness not otherwise authorized of the kind 
which if held by a bank would be eligible for discount, Tediscount, 
purchase Ol' sale by federal reserve banks or other government agen­
cies having similar powers and functions-not exceeding 1% of 
assets; 

(f) Shares of savings and loan associations to the extent that 
they are insured or guaranteed by the United States government or 
any agency thereof; 

(g) The cash surrender vailues of life insurance policies of com­
panies authorized to do business in Wisconsin; 

(h) For a company authorized to transact a credit insurance busi­
ness, the claims and demands that it has guaranteed; 

(i) For a company authorized to transact a title insurance busi­
ness, mateTials and plant necessary for the convenient transaction 
of business-not exceeding 50% of minimum capital Ol' 5% of assets, 
whichever is greater; 

(j) Direct obligations of fol'eign government-not exceeding 1 % 
of assets; 

(k) Loans, securities or investments in countries othel' than the 
United States and Canada which are of substantially the same kinds, 
classes and inyestment grades as those eligible for investment under 
chapter 620,VWis. Stats., and supplementary rules, but the aggi·egate 
of such investments shall not exceed 2% of the company's assets; 

(1) Direct obligations of the international bank fol' reconstruction 
and development, the inteT-American development bank and the Asian 
development bank-not exceeding 2% of assets; 

(m) For an insurer doing business in a foreign country, the assets 
needed to meet its obligations in the foreign country in the kinds of 
securities within the foreign country that would be permissible invest­
ments if made in this state; and 

(n) Shares of investment companies or investment trusts regis­
tered under the federal investment company act of 1940, as amended 
-1·egarded as part of the common stocij: portfolio of the insurer. 

" (9) CHANGES IN QUALIFICATION OF rn,\\'ESTMENTS. Any investment 
originally made under section 620.22 (8) ;•Wis. Stats., may theTeafter 
be considered as falling within any other class of investment for 
which it subsequently qualifies. 

(10) VALUATION. (a) General. Security valuations contained in 
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"Valuations of Securities", issued by the Committee on Valuation of 
Securities of the National Association of Insurance Commissioners, 
will be followed in implementing this chapter. 

(b) Insurance J/Jolicies. Insurance policies purchased und.er subse­
section (8) (g)>/of this rule will be valued at their cash surrender 
value . 

(c) Claims and demands guaranteed by insu?·er. When an insurer / 
authorized to sell credit insurance purchases, under subsection (8) ~' 
(h,) of thi s ~we, claims and demands it 11as gu:nan teed, it shall value 
them at face value or at cost, whir::hever is less, and shall set up a 
s purate and adequate "loss t'eservc for g·uaranteed claims purchased" 
in an amount satisfactory to the commissioner. 

History: Cr. emerg. eff. 5-2-72; er. Register, July, 1972, No. 199, eff. 
8-1-72. 

Ins 6.30 Instructions for uniform classifications of expenses of fire 
and marine and casualty and surety insurers. For the purpose of 
establishing uniformity in classifications of expenses of fire and marine 
and casualty and surety insurers recorded in statements and reports 
filed with and statistics reported to the commissioner of insurance, all 
such insurers shall observe the instructions set forth below. These 
instructions shall not apply to single line accident and health insur­
ance companies, assessment accident and health associations, hospital 
and medical service or indemnity organizations, single line title insur­
ance companies, or town mutual insurance companies. 

(1) PART I. (a) LIST OF OPERATING EXPENSE CLASSIFICATIONS FOR 
ANNUAL STATEMENT PURPOSES FOR FIRE AND MARINE AND CASUALTY AND 
SURETY INSURERS. 

1. Claim Adjustment Services: 
a. Direct 
b. Reinsurance Assumed 
c. Reinsur·ance Ceded 

2. Commission and Brokerage: 

3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 

a. Direct 
b. Reinsurance Assumed 
c. Reinsurance Ceded 
d. Contingent-Net 
e. Policy and Membership Fees 
Allowances to Managers and Agents 
Advertising 
Boards, Bureaus and Associations 
Surveys and Underwriting Reports 
Audit of Assureds' Records 
Salaries 
Employee Relations and Welfare 
Insur·ance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
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16. Postage, Telephone and Telegraph, Exchange and Express 
17. Legal and Auditing 
18. Taxes, Licenses and Fees: 

a. State and Local Insurance Taxes 
b. Insurance Department Licenses and Fees 
c. Payroll Taxes 
d. All Other (excluding Federal and Foreign Income and Real 

Estate) 
19. Real Estate Expenses 
20. Real Estate Taxes 
21. Miscellaneous 

(b) INSTRUCTIONS RELATING TO OPERATING EXPENSE CLASSIFICATIONS. 

1. Claim Adjustment Services 
a. Direct 

Include the following expenses when in connection with the inves­
tigation and adjustment of policy claims: 

Independent Adjusters: Fees and expenses of indepenqent adjust­
ers or settling agents. 

Legal: Fees and expenses of lawyers for legal services in the de­
fense, trial, or appeal of suits, or for other legal services. 

Bonds: Premium costs of bonds. 
Appeal Costs and Expenses: Appeal bond premiums; charges for 

printing records; charges for printing brief!!; court fees in<:idental 
to appeals. 

General Court Costs and Fees: Entry fees and other court costs, 
and other fees not includable in Losses. Note: Interest and costs 
assessed as part of or subsequent to judgment are includable in 
Losses. 

Medical Testimony: Fees and expenses of medical witnesses for 
attendance or testimony ·at trials or hearings ("Medical" includes 
physicians, surgeons, chiropractors, chiropodists, dentists, osteopaths, 
veterinari•ans, and hospital representatives). 

Expert Witnesses: Fees and expenses of expert witnesses for 
attendance or testimony at trials or hearings. 

Lay Witnesses: Fees and expenses of lay witnesses for attendance 
or testimony at trials or hearings. 

Service of Process: Constables', sheriffs' and other fees and ex­
penses for service of process, including subpoenas. 

Transcripts of Testimony: Stenographers' fees and fees for tran­
scripts of testimony. 

Medical Examinations: Fees for medical examinations, fees for 
performing autopsies, fees for impartial examination, x-rays, etc., for 
the purpose of trial and determining questions of liability. This does 
not include fees for medical examinations, x-rays, etc., made to deter­
mine necessary treatment, or made solely to dete11nine the extent or 
continuation of disability, or first aid charges, as such fees and 
charges are includable in Losses. 

Next page is numbered 147 
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Miscellaneous: Costs of appraisals, expert examinations, surveys, 
plans, estimates, photographs, maps, weather repo1·ts, detective re­
ports, audits, credH or character rep?rts, watchman. ChaJ.·~ s for h?s­
p.i tal J;ecords and :records of other lmids, notary fees, certified copies 
of certificates and legal documents. Cha.1·ges for Cla·im Adjustment 
Services by underwriting syndicates, pools and ·associations. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in A1lowant:cs to Managers and Agents. 
Payments to State Industrial Commissions (see Taxes, Licenses 

ancf Fees). 
Payments to claim adjusting organizations except where the ex­

pense is billed specifically to individual companies (see Boards, Bu­
reaus and Associations). 

Cost of services of medical examiners for underwriting purposes 
(see Surveys and Underwriting Reports). 

Salvage and subrogation recovery expense, rewards, lost and found 
advertising, expenses for disposal of salvage. Such expenses shall be 
deducted from salvage. 

Any expenses which by these instructions are includable elsewhere. 
Separation of Claim Adjustment Services: 
The Statistical Plans filed by certain rating bureaus contain defini­

tions of "Allocated Loss Adjustment Expenses" which exclude for 
rating purposes certain types of claim adjustment services ·as defined 
herein. For the lines of business thus affected, companies which are 
members of such rating bureaus shall maintain records necessary to 
the reporting of Claim Adjustment Services-Direct, as defined in 
Statistical Plans, and other than as defined in Statistical Plans. 

b. Reinsurance Assumed 

Include: Claim adjustment expenses in bills rendered by ceding 
companies. 

c. Reinsurance Ceded 

Include: Claim adjustment expenses billed to assuming insurers. 
2. Commission and Brokerage 
a. Direct 

Include: 
All payments, reimbursements and allowances, on direct writings, 

computed as a percentage of- premiums for production, management 
or other services to managers, supervising general agents, general 
agents, regional and district agents, local agents, office agents, brok­
ers, solicitors, and other producers and agents. 

Commissions and brokerage to employees when the activities for 
which the commissions are paid are not a part of their duties as 
employees. 

Exclude: 
Compensation to employees except ias noted above (see Salaries.). 
Allowances, reimbm·sements a11d 'p·ayments not computed as a pe;r-

en.tage of premiums '(see Allowances to Manage1·s and Agents). 
Expenses involved i11 transactions between insurance companies 

(see Joiht Expenses; Commission and Broke ·age-Reinsurance As­
sumed and Ceded; Expenses for Account of Ariotber; and Income 
from Special Services). 
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Contingent commission (see Commission and Brokerage-Contingent). 
Fees of investment counsel (see Legal -and Auditing). 
Expenses includable in Boards, Bureaus and Associations. 
Taxes on premiums (see Taxes, Licenses and Fees). 
Commission received for special services such as loss adjustment 

and inspection not related to policies issued by the company (see 
Income from Special Services). 

b. Reinsurance Assumed 
Commission and allowances of every nature on reinsurance assumed 

including tax and board allowances and reinsurance brokerage, except 
contingent commission, shall be included in Commission and Brokerage­
Reinsurance Assumed. 

Exception: Where commission and allowances under reinsurance 
assumed take the form of accurate proportions of actual expenses 
incurred, as in some quota share and pooling agreements, entries shall 
be made to the actual expenses. 

c. Reinsurance Ceded 
Commission and allowances of every nature on reinsurance ceded 

including tax and board allowances and reinsurance brokerage, except 
contingent commission, shall be included in Commission and Brokerage­
Reinsurance Ceded. 

Exception: Where commission and allowances under reinsurance 
ceded take the form of accurate proportions of actual expenses in­
curred, as in some quota share and pooling agreements, entries shall 
be made to the actual expenses. 

Note: Examples Relating to the Treatment of Commission on Re­
insurance Assumed and Reinsurance Ceded: 

1. Corrtpany l!.. ced es business to Company B under a treaty specifying 
a comml.ss ion o:( 36% and an a llowan ce for taxes and board fees of 5%. 
On Llte slatemont filed by ompany A, both the 35% and the 5% shall 
be entered Jn Comrniss io11 and Bi·oke'l'age-Relnsurance Ceded. On the 
1:1tateme11t fil ed by OO·!llpany B, hoth the 35% and the 5% shall be entered 
In Commisslon and l3rolrn1·1.Lge-ltolnsurance Assumed. 

2. Company A cedes 10% of all Its business to Company B under an 
agr emc nt whe1•eby Oompo,ny B pays 10% of all actual expenses, on 
such business, Incurred by Company A. Assume the expenses of Com­
pany A on the business relnsured as follows: 

Paid on 
Written 
Business 

Commission and Brokerage-Direct ----------------------------$100,000 
Salaries ------------------------------------------------------ 30,000 
Rent and Rent Items ------------ ----------------------------- 7,000 
Printing and Stationery -------------------------------------- 7,000 
Postage, etc. -------------------------------- - ---------------- 5,000 
Surveys and Underwriting Reports ---------------------------- 8,000 

Total ---------------------------------------------------$157,000 

Note: These are not intended to show the complete list of 
expenses involved but are given only for illustrative purposes. 

On the statement filed by Company A the commission and 
allowances by Company B shall be credited as follows: 

Paid on 
Written 
Business 

Commission and Brokerage-Reinsurance Ceded ----------------$ 10,000 
Salaries ------------------------------------------------------ 3,000 
Rent and Rent Items ----------------------------------------- 700 
Printing and Stationery -------------------------------------- 700 
Postage, etc. ----------------------------------------------- - - 500 
Surveys and Underwriting Reports ---------------------------- 800 

Total ---------------------------------------------------$ 15,700 
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On the statement flied by Company B the commission and 
allowances made to Company A shall be debited as follows: 

Paid on 
Written 
Business 

Comm iss io n and lbokeruge-Reinsurance Assumed -------------$ 10,000 
Sal a1·les ---~-------------------------------------------- 3,000 
Ren t a nd R cm t U e rns --------------------------------- - ------ 700 
p 1·! nt ing a nd Stationery ---------------------------- --------- 700 
P osta ge, etc. --------~--------------------------------- ------ 500 
Survey s and Und el"w r ltln g Reports -------------- ------------- 800 

Total ------------------------------------ ----- ---------$ 15,700 

d. Contingent-Net 
Include: 
Contingent or profit commission paid. 
Contingent or profit commission received. 
Contingent commission to employees when the activities for which 

the contingent commission is paid ar e not a part of their duties as 
employees. 

e. Policy and Membership Fees 

Include: 
Policy and membership fees r etained by, or paid to, agents. 
Policy and membership fees to employees when the activities for 

which the policy and membership fees are paid are not a part of their 
duties as employees. 

3. Allowances to Managers and Agents 

Include: Net allowances, reimbursements and payments for expenses 
of every nature, not computed as a percentage of premiums, to man­
agers, agents, brokers, solicitors, and other producers. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see T ravel and Travel Items). 
Expenses of .management where one insurance company has been 

appob1 ted manager for another (see .T oin t Ex penses; Commission ·and 
Brokeragc-Reinsu:rance Assumed and Ceded; and Expenses for Ac­
count of Another). 

Contingent commission (see Commission and Brokerage-Contingent). 
Policy and membership fees (see Commission and Brokerage-Policy 

and Membership Fees). 
Expenses in connection with owned real estate (see Real Estate 

Expenses). 
Amounts representing exact reimbursements for ·Losses; Taxes, 

Licenses and Fees; Boards, Bureaus and Associations; and Advertis­
ing; where only the minimum space required by law is taken. 

Amounts r epresenting exact i·eimbursements for Claim Adjustment 
Services, Surveys and Underw-ri tiJ1,g Reports and Audit of Assureds' 
Records when these services are perfonned by others than employees 
of managers, agents, brokers, solicitors or other producers. 

4. Advertising 

Include: 
Cost of the following: Services of advertising agents ; public rela­

tions counsel; space in newspapers, periodicals, billboards, programs, 
and other publications; circulars, pamphlets, calendars and literature 
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issued for advertising or promotional purposes; drawings, plates, 
etchings, etc., in connection with advertising; all charges for print­
ing, paper, etc., in bills covering advertising; radio broadcasts; pros­
pect and mailing lists; signs, frames, medals, etc., for agents; 
souvenirs for general distribution; directory listings; house organs 
similar publications distributed to others than employees; and adver­
tising required by law when more than the minimum SP.ace required 
to comply with the law is taken. 

Exclude: 
Compensation to employees (see Salaries). 
Items includable in Travel and Travel Items, Claim Adjustment 

Services, and Boards, Bureaus and Associations. 
Cost of literature, booklets, placards, signs, etc., issued solely for 

accident and loss prevention (see Surveys and Underwriting 
Reports). 

Advertising and business development expenses allowed, reimbursed 
or paid to managers, agents, brokers, solicitors, and other producers 
(see Allowances to Managers and Agents). 

Cost of help wanted advertising (see Employee Relations and 
Welfare). 

Cost of advertising in connection with owned real estate (see Real 
Estate Expenses). 

Cost of house organs and similar publications for the use of em­
ployees (see Printing and Stationery). 

Donations to organized charities (see Miscellaneous). 
Cost of souvenirs not generally distributed (see Travel and Travel 

Items). 
5. Boards, Bureaus and Associations 

Include: 
Dues, assessments, fees and charges of: underwriters' boards, rat­

ing organizations, statistical agencies, inspection and audit bureaus; 
underwriters' advisory and service organizations including such 
organizations as Insurance Executives Association, and Association 
of Casualty and Surety Companies; accident and loss prevention 
organizations; claim organizations; underwriting syndicates, pools 
and associ·ations such as Factory Insurance Association, Oil Insur­
ance Association, assigned risk plans (except Commission and Broker­
age; Claim Adjustment Services; and Taxes, Licenses and Fees); and 
specific payments to boards, bureaus and associations for rate man­
uals, revisions, fillers, rating plans 'and experience data. 

Exclude: 
Cost of inspection, engineering or accident and loss prevention 

billed specifically to individual companies (see Surveys and Under­
writing Reports). 

Loss adjustment expenses billed specifically to individual companies 
(see Claim Adjustment Services). 

Allowances under reinsurance contracts for board and bureau ex­
penses (see Commission and Brokerage-Reinsurance Assumed and 
Ceded). 

Payments to State Industrial Commissions (see Taxes, Licenses and 
Fees). 

Register, February, 1965, No. 110 



DEPARTMENT OF INSURANCE 161 

Payments into State Security Funds (see Taxes, Licenses ·and 
Fees). 

Commission and Brokerage, Claim Adjustment Services, and Taxes, 
Licenses and Fees of underwriting syndicates, pools, and associations 
such as F 1actory Insurance Associations and Oil Insurance Association. 

Cost of survey, credit, moral hazard, character and commercial re­
ports obtained for underwriting purposes (see Surveys and Under­
writing Reports). 

Cost of commercial reporting services (see Surveys and Under­
writing Reports). 

Dues and subscriptions to social or civic clubs or affairs (see Travel 
and Travel Items). 

Dues and subscriptions to accounting, legal, actuarial or similar 
societies and associations (see Travel and Travel Items). 

6. Surveys and Underwriting Reriorts 

Include cost of the following: 
Survey, credit, moral hazard, character and commercial reports 

obtained for underwriting purposes. 
Commercial reporting services. 
Appraisals for underwriting purposes. 
Fire records. 
Inspection, engineering, and accident and loss prevention billed 

specifically. 
Literature, booklets, placards, signs, etc., issued solely for accident 

and loss prevention. 
Maps and corrections. 
Services of medical examiners for underwriting purposes. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Tr avel Items). 
Items includable in Boards, Bureaus and Associations ; Claim Ad-

justment Services; and Allowances to Managers and Agen ts. 
Cost of character or credit reports on employees or applicants for 

P.mployment (see Employee Relations and Welfare). 
Fees for physical examination of employees or applicants for em: 

ployment (see Employee Relations and Welfare). 
Income from inspections, which shall be classified in accordance 

with the instruction "Income from Special Services". 
7. Audit of Assureds' Records 
Include: Auditing fees and expenses of independent auditors for 

auditing payrolls and other premium bases. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Claim Adjustment Services. 
Items includable in Allowances to Managers and Agents. 
8. Salaries 

Include: 
Salaries, bonus, overtime, contingent compensation, pay while on 

leave, dismissal allowance, pay while training and other compensa­
tion of employees. 
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Commission and brokerage to employees when the activities fo1· 
which the commission is paid are a part of their duties as employees. 

Exclude: Salaries or wages of janitors, caretakers, maintenance 
men and agents paid in connection with owned real estate (see Real 
Estate Expenses). 

9. Employee Relations and Welfare 
a. Pensions and Insurance Benefits for Employees 
Include: 
Cost of retirement insurance. 
Payments or appropriations to funds irrevocably devoted to the 

payment of pensions or other employees' benefits. 
Pensions or other retirement allowances. 
Accident, health and hospitalization insurance for employees. 
Group life insurance for employees. 
Workmen's compensation insurance. 
Payments to or on behalf of employees under self-insurance. 
Any other insurance for the benefit of employees. 
Exclude: 
Cost of insurance on lives of employees when the company is the 

beneficiary (such cost shall not appear among expenses, but shall be 
charged to surplus). 

Payments or appropriations to pension funds not irrevocably de­
voted to the payment of pensions or other employees' benefits (such 
payments or appropriations shall not appear among expenses). 

Items includable in Real Estate Expenses. 
All other types of insurance premiums. 
b. All Other 
Include cost of: 
Advertising-help wanted. 
Training and welfare of employees. 
Physical examinations of employees or applicants for employment. 
Character or credit reports on employees or applicants for employ-

ment. 
Gatherings, outings and entertainment for employees. 
Visiting nurse service for or on behalf of employees. 
Medical and hospital bills for employees (not covered by 9-a). 
Direct payments, other than salaries, to employees for injury and 

sickness (not covered by 9-a) . 
Supper money. 
Donations to or on behalf of employees. 
Food and catering for employees. 
Exclude: 
Salaries, bonus, overtime, contingent, pay while on leave, dismissal 

allowances, pay while training and other compensation of employees 
(see Salaries) . 

Items' includable in Real Estate Expenses. 
Cost of house organs and similar publications (see Advertising, and 

Printing and Stationery). 
10. Insurance 
Include: 
Fidelity or surety bonds covering employees and agents. 
Burglary, and robbery insurance premiums. 
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Public liability insurance premiums (Exel. owned Real Estate). 
Premiums for insurance on office contents. 
Cost of insurance on automobiles. 
All other insurance premiums not specifically provided for in other 

operating accounts. 

Exclude: 
Items includable in Employee Relations and Welfare. 
Items includable in Real Estate Expenses. 
11. Directors' Fees 

Include: 
Directors' fees and other compensation of directors for attendance 

at board or committee meetings. 
Other fees, compensation, and expenses paid to directors. 

Exclude: Commission to directors for the production of business 
(see Commission and Brokerage-Direct). 

12. Travel and Travel Items 

Include: 
Transportation, hotel, meals, postage, telephone, telegraph, express 

and incidental living expenses of employees while traveling. 
Expenses for transfer of employees. 
Depreciation, repairs and other operating expenses of automobiles. 
Rent of automobiles. 
'Fees for automobile license plates. 
Cost of transportation, hotel, meals and entertainment of guests. 
Cost of favors and presents given or extended to others than 

employees. 
Cost of souvenirs not generally distributed. 
Dues and subscriptions to social or civic clubs or affairs. 
Dues and subscriptions to accounting, legal, actuarial, or similar 

societies and associations. 

Exclude: 
Items includable in Salaries; Advertising; Commission and Broker­

age; Taxes, Licenses and Fees; Boards, Bureaus and Associations; 
and Equipment. 

Cost of gatherings, outings, etc., and entertainment for employees 
(see Employee Relations and Welfare). 

Travel and travel items paid, reimbursed, or allowed to managers, 
agents, brokers, solicitors and other producers (see Allowances to 
Managers and Agents). 

Items includable in Real Estate Expenses. 
Donations to organized charities (see Miscellaneous). 
Cost of souvenirs for general distribution (see Advertising). 
13. Rent and Rent Items 

Include: 
Rent of home office and branch offices. 
Rent for space occupied in buildings owned. 
Light, heat, power and water charges in leased premises. 
Interest, taxes, etc., paid in lieu of rent for leased premises. 
Cost of alterations and repairs of leased premises. 
Rent of storage, safekeeping and warehouse space. 
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Rent of safe deposit boxes. 
Rent of post office boxes. 
Time clock service charges. 
Cost of cleaning, towels, ice, water, electric lamp replacements and 

other expenses incidental to office maintenance. 

Exclude: 
Compensation to employees (see Salaries). 
Rent of furniture, equipment, and office machines (see Equipment). 
Rent of automobiles (see Travel 'and Travel Items). 
Rent allowed, reimbursed, or paid to managers, agents, brokers, 

solicitors and other producers (see Allowances to Managers and 
Agents). 

Items includable in Real Estate Expenses. 
Rent income from owned real estate. 
14. Equipment 

Include: 
Rent and repairs of furniture, equipment and office machines in­

cluding printers' equipment, postage machines and punched card 
equipment. 

Depreciation on furniture, equipment and office machines. 

Exclude: 
Compensation to employees (see Salaries). 
Rent, repairs and depreciation of automobiles (see Travel ·and 

Travel Items). 
Cost of alterations and repairs of leased premises (see Rent and 

Rent Items). 
Equipment expenses allowed, reimbursed or paid to managers, 

agents, brokers, solicitors and other producers (see Allowances to 
Managers and Agents). 

Items includable in Real Estate Expenses. 
15. Printing and Stationery 

Include cost of the following: 
Printing, stationery and office supplies such as letterheads, envel­

opes, paper stock, printed forms or manuals, adding machine tape, 
carbon paper, binders and posts, photostatic copies, pencils, pens, 
leads, ink, glue, stamps and stamp pads, stapler, staples, clips and 
pins, desk top equipment (calendars, trays, etc.), waste baskets, 
analysis pads, ledgers, journals, minute books, etc. 

Policies and policy forms. 
Punch cards. 
House organs and similar publications for the use of employees. 
Books, newspapers and periodicals including investment, tax and 

legal publications and services. 

Exclude: 
Compensation to employees (see Salaries). 
Specific payments to boards, bureaus and associations for rate 

manuals, revisions, fillers, rating plans and experience data (see 
Boards, Bureaus and Associations). 

Cost of literature, booklets, placards, signs, etc., issued solely for 
accident and loss prevention (see Surveys and Underwriting Re­
ports); items includable in Claim Adjustment Services; items includ­
able in Advertising; printers' equipment in company owned printing 
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departments (see Equipment); printing and stationery allowed, re­
imbursed or paid to managers, ·agents, brokers, solicitors and other 
producers (see Allowances to Managers and Agents); house organs 
and similar publications distributed to others than employees (see 
Advertising); commercial reporting services (see Surveys and Under­
writing Reports); •and items includable in Real Estate Expenses. 

16. Postage, Telephone and Telegraph, Exchange and Express 

Include: 
Express, freight and cartage. 
Postage. 
Cost of telephone and telegrams, cables, radiograms and teletype. 
Bank charges for collection and exchange, 

Exclude: 
Compensation to employees (see Salaries). 
Rent, repairs and depreciation of postage machines (see Equip­

ment). 
Postage, telephone, telegraph and express of employees while travel­

ing (see Travel and Travel Items). 
Postage, telephone and telegraph, exchange, and express allowed, 

reimbursed or paid to managers, agents, brokers, solicitors and other 
producers (see Allowances to Managers and Agents). 

Profits or losses resulting from exchange or remittances to Home 
Office by a United States Branch. Such profits or losses shall not be 
included in expenses. 

Items includable in Real Estate Expenses. 
Rent of post office boxes (see Rent and Rent Items). 
17. Legal and Auditing 

Include: 
Legal retainers, fees and other legal expenses (except on losses 

and salvage). 
Auditing fees of independent auditors for examining records of 

home and branch offices. 
Cost of services of tax experts. 
Fees of investment counsel. 
Registrar fees. 
Custodian fees. 
Trustees' fees. 
Transfer agent fees. 
Fees and expenses of others than employees, for collecting balances. 
Notary fees. 

Exclude: 
Compensation to employees (see Salaries). 
Expenses of salaried employees (see Travel and Travel Items). 
Items includable in Claim Adjustment Services. 
Items includable in Real Estate Expenses. 
Cost of auditing of assureds' records (see Audit of Assureds' 

Records). 
18. Taxes, Licenses and Fees 
a. State and Local Insurance Taxes 

Include: 
State, county and municipal taxes, licenses and fees based upon 

premiums. 
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Fire Patrol ·assessments, 
Payments to State Industdal (or ot her) dommissions for admin­

istration of Workmen's Compensation or other State Benefit Acts (in­
cluding assessments for administering Financial Responsibility Laws) 
regardless of basis of assessment. 

Net payments to State Security Funds, Reopened Case Funds, Sec­
ond Injury Funds 1and other State Funds, when construed by the com­
pany as operating expenses, regardless of basis of assessment. 

Exclude: Allowances for taxes under reinsurance contracts (see 
Commission and Brokerage-Reinsurance Assumed and Ceded). 

b. Insurance Department Licenses and Fees 
Include: 
Agents' Licenses. 
Certificates of authority, compliance, deposit, etc. 
Filing fees. 
Fees and expenses of examination by instu·ance departments or 

other governmental agencies. 
Exclude: Items includable in Claim Adjustment Services. 
c. Payroll Taxes 
Include: 
Old age benefit taxes. 
Unemployment insurance taxes. 
Exclude: Payroll taxes includable in Real Estate Taxes. 
d. All other (excluding Federal and Foreign Income and Real 

Estate} 
Include: 
Qualifying bond premiums. 
Statement publication fees. 
Advertising required by law. 
Personal property taxes. 
State income taxes. 
Capital stock taxes. 
Business or corporation licenses or fees (not includable 

under a. or b. of this subparagraph). 
Marine profits taxes. 
Documentary stamps on reinsurance. 
Any other taxes not assignable under a., b., and c. of this sub­

paragraph and not otherwise excluded. 
Exclude: 
Cost of advertising required by law where more than mm1mum 

space required to comply with the law is taken. Such expense shall 
be included in Advertising. 

Real estate taxes, licenses and fees (see Real Estate Taxes). 
Items includable in Claim Adjustment Services. 
Fees for automobile license plates (see Travel and Travel Items). 
Federal and foreign income tax. 
Sales taxes, etc., included on invoices of vendors. Such taxes are 

to follow allocation of cost of items purchased. 
19. Real Estate Expenses 
Include: 
Salaries, wages •and other compensation of janitors, caretakers, 

maintenance men and agents paid in connection with owned real 
estate. 
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Cost of operating and maintaining owned real estate. 
Cost of insurance in connection with owned real estate. 
Cost of advertising in connection with owned real estate. 
20. Real Estate Taxes 

Include: Taxes, licenses and fees on owned real estate. 
21. Miscellaneous 

157 

Include: Expenses not listed as includable in other operating ex­
pense classifications, and not analogous thereto. Specifically, the fol­
lowing shall be included: 

Cost of tabulating service when such service is rendered by outside 
organizations. 

Amounts received and handled in accordance with the instruction 
"Income from Speci'al Services". 

Donations to organized charities. 
Differences between actual amounts paid, and amounts apportioned 

in accordance with the instruction "Joint Expenses". 
22. General Instructions in Connection With Operating Expense 

Classifications 
a. Joint Expenses 
Whenever personnel or facilities are used in common oy two 01 

more companies, or whenever the personnel or f,acilities of one com· 
pany are used in the activities of two or more companies, the expenses 
involved shall be apportioned in accordance with the regulations 
relating to Joint Expenses, and such apportioned expenses shall be 
allocated by each company to the same operating expense classifica­
tions as if the expenses had been borne wholly. Any difference be­
tween the actual amount paid, and the amount of such apportioned 
expenses shall be included in the operating expense classification 
"Miscellaneous". 

This instruction does not apply to the allocation of the following, 
which are covered by separate instructions herein: 

Reinsurance commission and allowances (see Commission and 
Brokerage-Reinsurance Assumed and Ceded). 

Commission and brokerage paid to managers and agents (see Com­
mission and Brokerage-Direct). 

Allowances to managers and agents (see Allowances to Managers 
and Agents). 

Expenses allocable in accordance with the instruction "Income from 
Special Services". 

b. Expenses for Account of Another 
Whenever expenses are paid by one company for account of an­

other, the payments shall not appear among the expenses reported 
by the former, and shall be included by the latter in the same expense 
dassific,ations as if originally paid by it. 

c. Income from Special Services 
Whenever an insurance company receives compensation for sales 

or services, such as loss adjustment or inspection not related to poli­
cies written by the company, and such compensation is not calculated 
as a joint expense reimbursement, the amount thereof shall be in­
cluded in the operating expense classification "Miscellaneous". Where 
an insurance company pays the com11ensatio11, allocation shall be made 
to the expense classification dictated by the nature of the expense. 

This instruction is of limlted applicability and does not apply to 
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the allocation of the following, which ·are covered by separate instruc­
tions herein: 

Reinsurance commission and allowances (see Commission and 
Brokerage-Reinsurance Assumed and Ceded). 

Expenses incurred for the benefit of companies in the same group 
or fleet. Such expenses are covered by the instruction "Joint 
Expenses". 

d. Analogous Items 
The lists of expenses includable in the operating expense classifica­

tions are representative ·and do not exclude 'analogous items which 
are omitted from the lists. 

Note: 
INDEX 

To Subsection (1) of Wis. Adm. Code section Ins 6.30 

The references are to subparagraphs in paragraph (b) of subsection (1). 

Ac ·Jdent an(! loss prevention billecl sPec!fically-6 
Accident and loss pl'evenllon llteraturll-G 
Accident nnd loss prevent ion organ1zat!o ns-l'i 
Accld1mt lnsu1·ance :r:o·r employees-9-a 
Accounting s oule t !es, dues o,nd subsc·rlptlons to-12 
Actuarial !loa.ie.Lles, dues ·and subscriptions to-12 
Adcllng rnachlr1e Lape-lii 
Adfosters- 1-a 
Adjustment servlces-1 
Advertising, oponLtlng expense classification-4 
Advertising, help wanted-9-b 
Advertising !n connection with owned real estate-19 
Advertising required by law when only the minimum space required by 

law Is talten-1-8-d 
Advertising 'requlnld 'by 1aw when more than the minimum space re­

q11lred by ti;i.w Is taken- •! 
Advisory 01•ga.nJV.atlons-u. 
Agen ts' allowane.es, roimbu-rsements and payments computed as percent­

ago. of pr mlums--2-a 
Agents' allowances, reimbursements and payments not computed as per• 

centage of premiums-3 
Agents' licenses-18-b 
A.l'located to~s acljustment expenses-1-a 
Allowances to managers and agents, operating expense classlftcatlon-3 
Alterations and rop:;tlrs of leased premises-13 
.A.nalogou!;I It em~-2:!-d 
Analysis pads-15 
Appeal costs relating to cl11lm adjustment-1-a 
Appraisals r· ·rating ·to c l~•lm acljuslment-1-a 
Ap:Praisal e for 1111dcr\orrltlug porposes-6 
Assessments fo;r (Ire rintrol- i8-a 
As$e11smen tii of boai·ds. bnrea.us o.nr.1 associations-5 
Assoalallo r)s, und r·w:r:iti11g-5 
Attorneys' tees ,. In.ting to c'hl'lm adjustment-1-a 
Attorneys· fees--17 
A11d lt bm·ea1is-6 
Audit of assureds' records, operating expense classlficatlon-7 
Auditing relating to claim adjustment-1-a 
Auditing fees of Independent auditors for auditing payrolls and other 

premium bases-7 
Auditing fees of Independent auditors for examining records of home 

and branch o:ffices-17 
Automobiles, depreciation, rent, repairs and expenses of-12; Insurance 

of-10 
Automobile license plates-12 
Bank charges for collection and exchange-16 
Blllboards-4 
BJ nil ei!s o.n<'l po_sts--1.5 , 
Board aJJowances. l'flln~L1ra.ncc-2- b, 2-c 
Boards, burea11s mid assoc\atlons, operating expense classlftcatlon-5 
Boncls covering mp1oyee11-10 
Bonds, premium cost, r ·e1atlng to claim adjustment-1-a 
Bonus to employees-8 
Booklets for accident and loss preventlon-6 
Books, newspapers and periodicals Including Investment, tax and legal 

publications and services-15 
Branch omce rent-13 
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Broadcasts-4 
Brokerage to employees when the activities for which the commissions 

are paid are not a part of their duties as employes-2-a 
Brokerage to employees when the activltles for which the commissions 

are paid are a part of their duties as employees-8 
Brokerage, direct-2-a 
Brokerage, reinsurance assumed-2-b 
Brokerage, reinsurance ceded-2-c 
Brokers' allowa!'lct;:;, r · lm.bllrsemenls and payments computed as a per-

centage of J)l'em iu1 11a--2-u -
Brokers' allowances, 1•eim bu 1·sements and payments not computed as a 

percentage ot premiu ms- II 
Bureaus-5 
Burglary and robbery insurance premiums-10 
Business licenses-18-a, 18-b, and 18-d 
Cables-16 
Calendars for advertising purposes-4 
Ce;pHal stock taxcs- 18-d 
Carbon pape r- 15 
Car tage, eYpress and 'frel i;:-h t-lfi 
Catering: !or omployees-9-b 
Cer tlfleates of compllance-18-b 
Charges fO J' claim a djustment services of underwriting pools. syndi-

cn;tes and assoclaLionr:.-1-a. 
Character or credit reports relating to claim adjustment-1-a 
Cnaro.cter 1·eporta !or uritlerwTJL lng purposes- 6 
Chal'l1cto1· 1·eporui ·n employees--n-b 
Charities, contributions ~o-21 
Chcu.lar·s, advertlru1g ln-4 
Civlc c'lul,ls, dtwa ana subse1·!pllons te- 12 
Clalin acl:lusLment Sel'Vl.Ces, oper11.tlng expense classiftcation-1 
Claim adjustment services, separation of-1-a 
Claim organizations-5 

l·ean'lrig costs-1:1 
Collactlon charges Of bartks- 10 
Coll(lctlon fees and e.xpenseii o! otl1eni thu.n emp loyee1;1 .£01· collecting 

bal!Lnces-1 7 
omme1•cial J·eport,g--G 

Commercial reporth1g ac1·vlces-6 . . 
Oommlsslon and brolt erage, opera.l111g eX.I>ense classitlcnt1ri11 - 2 
Comm la1<ton and broke1•age, direct-2-a 
Conrn1is slo11 and. broke.rage, r einsw·a.n c::e s.ssumcd-2-1.1 
, om.m ission and brolrn,-age, r e lns.urance c ded- 2-c 

Cornnusslon and ·b!'olterage, t iµ: and boa.rd a.Uowances-2- b, ~ - c 
Co111111ls11lon and brokerage, :reinsurance brokerag-2 -b, 2-c 
omml~ato n o.nd brolcero.ge, cont.lngent or pl'ont-2-d 

Commission o.nd b1·okernge, poli cy and rrlembo;m!l1lp :1'.11ee-2-e 
Commiasi.o.n to employees w h en the activities for wbJch the oomml1!6lolla 

<Ire a id are a l)a)·t o:t' th h· duties as empl oy es-8 
C ornmi a11l on under Quota shat'e and pool agreements-2-b, 2-c 
Com.PensaUon lnaui·ance-9- a 
Compo11!latlon to j a nltora, caretakers, etc., paM ln <:onnoollon wltll 

owned real estate-19 
Compensation to employees-8 
Contingent commission-2-d 
Contributions to employees-9-b 
Contributions to organized ,charlt!es-21 
Copies o.r cerliflc1;1.tes a nd documents rel1;1.tlng l.o claim adjustment-1-a 
Corporation l loe11seS--l8 -a, 18-lJ, a nd 18 -d 
Coui·t oosts relating to chum adJuatment-.1-a . 
County and munlclpa;I ttix 11, ll cen s ea o.nd focs- l.8-a 
Credi t or character l'epol'tl! r c latl 1ig to clni i't\ adjustment-1-a 
Credit or character reports for underwriting purposes-6 
Credit or character reports on employees or applicants 

for employment-9-b 
Custodian fees-17 
Depreciation of automoblles-12 
Depreciation of furniture, equipment and office machlnes-14 
Desk top equipment-15 
Detective reports relating to claim adjustment-1-a 
Direct, claim adjustment services-1-a 
Direct, commission and brokerage-2-a 
Directors' fees, operating expense classlftcation-11 
Directory listlngs-4 
Dismissal allowances to employees-8 
District agents, payments to-2-a and 3 
Documentary stamps on relnsurance-18-d 
Documellts relating to claim adjustment-1-a 
Donations to employees-9-b 
Donations to organized charlt!es-21 
Drawings In connection with advertlslng-4 
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Due~i:snd 1~ubscriptions to accounting, legal, actuarial or similar socie­

Dues to social clubs or affalrs-12 
Dues to boards, bureaus and associations-5 
Electric lamp replacements-13 
Employees

1 
commtsslon an(l broli:erage to-2 and 8 

Employees nxpcnses wh!J Lni.veling-12 
Employe relnt ionn and welfuve, operating expense classitlcation-9 
Engineering billed specifically-6 
Entertainment for employees-9-b 
Entertainment of guests-12 
Entry fees relating to claim adjustment-1-a 
E n velopes-15 
Equlprn nl, tlll 1·0.Ll11g x!)cn:;e l' lassl1lca.-tio n-H 
Equ lpmeut, rent, ropall's and (l epr c l.o.tion ot'- 1,1; insuranee of--10 
Etchll1gs hi co1mectlon wilh adverllsl11~-'I 
Examinations, wed ! al, relalln., lo lalm adjustm 'nt-1-a 
Exchange-16 
Expenses for account of another-22-b 
Experience data-5 
Expert witnesses relating to claim adjustment-1-a 
Exp1• ss, .frclghL and ca1·tngn-l r. 
ll::z:p!'e&E!, frelg h t and cartage Q( employo s wh l le t1·aveJl 11 g - I ~ 
ll'a.vo1·s n.nll or se11ts g lve11 to other$ Llmn rnployec;s-12 
Fees and expens.e!I or others than em.p loyces fo r collecl111g !Ja lan,.:c,s- 17 
Fees tor t\ll.l< mobile Lirenso p)ate&-1 ~ 
Foes f<i r lnsuran<' de;)·ar(.ment xo.nll n at1011>1--lS - h 
Fees, 1neil.Jcu.I. i·elrLllnR to c lo,lm a1ljnstrnont- l-a 
ll'ees. notaL'Y, 11o lo.l1 11 g Lo .-1a 1111 acljualm 11l- 1-a 
Fees, notary-17 
Fees of boards, bureaus and associations-G 
Fees on owned real estate-20 
Fees paid to dlrectors-11 
Fees, taxes and licenses-18 
Fidelity bonds covering employees-10 
Filing fees-18-b 
Fire patrol assessments-18-a 
Fire records-6 
Food rol' mployeos- 0-h 
Frames !or ap:ehts-•L 
Freight, exp 1·ess aua cui·tage--16 
FurnlttLr , a J'll'cclallon, rent and repairs of-14; Insurance of-10 
Gatherings for emJ)loyees-9-b 
General 1igenl:i, payments to-2-a and 3 
Gifts to li r111~Joyees-'---9-1> 
CHu.e--1,G 
d rou p ll fe lnsuran·eo l'or mp J oyees~tla 
GuestsJ cost of t r a nsporta,tton, h lei. meals anil enl i·lu.lnm n l- 1 ~ 
Heat, !lgh.L. powe1· and wat er harg·os In l en~ed premla<is- 1:1 
Freallh lllB \J~ance for emp loy es- 0-n 
Kelp wanted adverL IS.IJJg- 9-11 
Home o.fflce re11L-13 
H osp \tal bil Is o~ emp)oyees-9- b 
Hosp tttl rnoo1·d!\ r biting Lo claim tidjusunent-1-n 
Hospllo.l izati on ln auro.nce !or empl yce11-9-11 
Hot I x:i m;es 1' r gu irnts-12 
J,tole l xpenses for employees w hil e lra.velln i;---13 
House orguns dlJJLrll-!ut d t 0U1ers Urn.n employ >1- I 
Hous o rga.1ui C , . U'le or mployccs-15 
Icc-33 
Income from s1 eclal servlccs- 21 and 22-c 
Income taxes, stn.le--18-cl 
I ndependent a.(l juslc1·s-1 -a 
Imluatr la 'l •ornmls11lons-l8-1.< 
I nju:ry to pn.yrnents 1.o e.mpJoy es-9 
Inlc-lfi 
Inspection b!lled ~peclflco. l I i•- 0 
Inspection !Jm·ea.u s·-5 
Inau1·0.nce, accldent-9-!\ 
Insurance, a.utomohHe-10 
Im;mrnnce, lmrgl ii'ry n.na ro'!Jll ry- l O 
Insttl'a:nce depai·trnont oxnm lnatlo 11s--l8-b 
In~ura.nce depa.rtn1ent 11 · n s s o.n(! ·f .i\ s-18-b 
ln uran •o, heal th-9-a 
Jnsuro.nce, in connection wtlh ow11ed r 11.1 slal - 19 
Insurn.nce, on om ·e on Lont!l-10 
Insurance, opera. ting l!;J) 111:1 cltLS81 llcatlon-lO 
Jnsu.ro.ace, publ I· llablllty--10 
:Insurance, ret1remenl-9-.a 
;I.nsurnncc, worl;:m n's . 1111) n sa tlo•l- 9-a 
Interest, tn:i::es, etc-~. po.ld 111 11 u or rent !ur lea>1ecl prem l~cs- l a 
Inv e.stmen t co1m!je l f<'¢~-t 7 
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Joint expenses-21 and 22-a 
Journals-15 
Lawyers' expenses relating to claim adjustment-1-a 
Lawyers' fees and expenses-17 
Leased premises, cost of alterations and repairs-13 
Leased premises, interest, taxes, etc., paid in lieu of rent-13 
Leased premises, light, heat, power and water charges-13 
Leave pay for employees-8 
Ledgers-15 
Leg·al and auditing, operating expense classification-17 
J_.egal expenses relating to claim adjustment-1-a 
Legal expenses-17 
Legal societies, dues and subscriptions to-12 
Letterheads-15 
Licenses on owned real estate-20 
Licenses, taxes and fees-18 
License plates, automobile-12 
Life insurance for employees--9-a 
Light, heat, power and water charges in leased premises-13 
Literature for accident and loss prevention-6 
Literature for advertising purposes-4 
Local agents, payments to-2-a and 3 
Local insurance taxes-18-a 
Loss adjustment expenses-1 
Loss prevention billed specifically-6 
Loss prevention literature-6 
Loss prevention organlzatlons-5 
Machines, depreciation, rent and repairs of-14; insurance of-10 
Mailing lists-4 
Maintaining owned real estate-19 
Managers, payments to-2-a and 3 
Maps relating to claim adjustment-1-a 
Maps and corrections-6 
Marine profits taxes-18-d 
Meals for employees while traveling·-12 
Meals for guests-12 
Medals for agents-4 
Medical bills of employees-9-b 
Medical examinatio ns ru lath1t; to claim adjustment-1-a 
Medical examiners, services ot for underwriting purposes-6 
Medical testimony r e lating to claim adjustment-1-a 
Membership and 11ollr!y foes-:l-e 
Minute books-15 
Miscellaneous, operating expense classification-21 
Moral hazard reports-6 

161 

Mtmlc.lpnl and ounl.y tax;os, IJc.:cnses and fees-18-a 
NewspnJ)<:rs, n.dv rtis lug lo-4 
Ne·wsDl'Pers , books; periodicals, etc., Including investment, tax and legal 

1>11bllo~Uous n.nd sc.rvices-15 
Notary fees-17 
. 'Olanr fQes r e ln.tlng to claim o.dj 11 stment-l-a 
Nurs ser I e to employoes-..,9-1> 
O:ffice a.gents, po.ym nts to-~-a and 3 
Offi ce mu.chines, dcprecle,tl n , r ent and repairs of-14; Insurance of-10 
O'ffi ce malnteliance expe ns<:--13 
Office reut.-13 
Office supplies-15 
Old age benefit taxes-18-c 
Operating expenses of owned real estate-19 
Overtime-8 
Outings for employees-9-b 
Pamphlets, advertising !n-4 
Paper in bills covering advertising-4 
Paper stock-15 
Payroll audit-7 
Payroll taxes-18-c 
Pencils and pens-15 
Pens!ons-9-a 
Periodicals, advertising ln-4 
Periodicals, newspapers, books, etc., Including Investment tax and leg·aJ 

publications and services-15 ' 
Persona.! propeny tax s-18-d 
PhotoS'l'l phs rel.n tlng to claim adjuslment-1-a 
Ph o tosta t!· .. ople~-15 
Physical examtnatlon:;i of employees-9-b 
Pln3- l5 
Placards for accident and loss prevention-6 
Plates In connec Ion with advertlslng-4 
Policies arnl pollcy forms-15 
Poll y a nd m mbership fees-2-e 
Policy claims, Investigation and arljnstment-1-u 
Pools and associations-5 
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Pool and quota share agreements-2-b and 2-c 
Post office boxes, rent of-13 
Postage machines-14 
Postage expenses incurred by employees while trave!ing·-12 
Postage, telephone, telegraph, exchange and express, operating· expense 

classification-16 
Power, light, heat and water charges in leased premises-13 
Premium cost of bonds relating to claim adjustment-1-a 
Premium taxes, licenses and fees-18-a 
Premiums for insurance on office contents-10 
Presents and favors given to others than employees-·12 
Printed forms-15 
Printers' equipment, rent, repairs and depreciation of-14; 

insurance of-10 
Printing anil s tatfon el'Y, OJto r ntlng expense classification-15 
Printing a nd atatiqnery 1· la.ting· lo c loJm adjustment-1-a 
Printing in )1lJ ls covering o.dverlis ing-•l. 
Process, se rvice r. rel iJ.tlng to cl.a.Im ailjnstmen t--1-a 
Producer11, payrnen a to-2-o. and :l 
Profit commission--2-d 
Programs, advertising in-1 
Prospect lists-4 
Public liability insurance prem iums--1 O 
Public relations counsel-4 
Publication fees-18-d 
Publications, advertising in-4 
Publications such as house organs, for use of employees--15 
Punch cards-15 
Punched card equipment-14 
Punched card services-21 
Qualifying bond premiums-18-d 
Quota share and pool ag-reements-2-b and 2-c 
Radio broadcasts-4 
Radiograms-16 
Rate manuals-5 
Rating organizations---G 
Rating· plans-5 
Real estate expenses, operating expense classification-19 
Real estate taxes, operating expense classiftcation-20 
Regional agents, pay1nents to-2-a and 3 
Registrar fees-17 
Reinsurance assumed, claim adjustment services-1-b 
Reinsurance assumed, con1mission and brokerage-2-b 
Reinsurance ceded. claim u.djustmeu t servl ces--1-C 
Reinsurance c eded , cottu.nlsHiou ~nd ·1;irokeragt>-2-e 
Rent and\· nl. Items, opi;ratlnfl' ex11cn s.e c l11!'islflc1Hlon- 13 
Rent of f,i1rnlt111·e, e'!ulDment 1:1;nd ofllce machlnes- H 
Rent of automo.bllCB-12 
Reopened case funds-18-a 
Repairs and alterations in leased premises-13 
Repairs of automobiles-12 
Repairs of furniture, equipment and office machines-14 
Retirement allowances-9-a 
Retirement insurance-9-a 
Safe deposit boxes, rent of-13 
Safekeeping·, storage and warehouse space. rent of-10 
Salaries, operating expense classification-8 
Salaries paid in connection with owned real estate-19 
Second injury funds-18-a 
Security funds-18-a 
Service org-anizations-5 
Services, tabulating, rendered by outside organizations- -~1 
Sickness payments to employees-9 
Signs for accident and loss prevention-6 
Signs for agents-4 
Solicttors, payments to-2-a and 3 
Souvenirs for general distribution-4 
Souvenirs not generally dlstrlbuted-H 
Social clubs, dues and subscriptions to-12 
Space occupied in buildings owned-13 
Stamp pads-15 
Staples and staplers-lG 
State income taxes-18-cl 
State industrial commissions--18-a 
State insurance taxes-18-a 
State licenses and fees-18-b 
State premium taxes, licenses and fees-18-a 
State security funds-18-a 
Statement publication fees-18-d 
Stationery-15 
Statistical services-21 
Statistical agencies-5 
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Stenographers' fees relating to claim adjustment--'1-a 
Stock taxes-18-d 
Storage, safe lceeplng u. nd w a rel1ouse sml.i..:e, r n t of-13 
S u bpoe nas i·e la ting to c lnirn e.d justrnen t-1-n. 
Subscri ptions to a eco u utlng , legu.11 a c tua1·!u. l an(l slrnl la1· :ioclelltis-12 
Subsc i•lptlons Lo s oc ln.J or c ivic c luos o r aft;l. lrs-12 
Suppe1· mon uy-0- b 
Su rety bODd s eov orlng eruployoes- 10 
S urvey r e ports r elat l L1g lo c lt~lm adj us tmen l-1-n 
Surveys and unde rwrltlug 1·epoJ·ts, oper a. ti ng x pansc c Ln11s lflca.t! ou- 6 
Syndi cates, under w rJ Ling-Ii 
'f abulati n_g sorv iues- 21 
T ax allowtu1ces, r elDs ura 1Jce---2-·b 1J.Ud 2-c 
Tax exp ert ser v lces--1 7 
'J.'1!.ll'.0!l, in terest, etc., p a id In lieu oC 1·ent f l l" leased prerulae»-l 3 
Taxes , licenses a nd fees , opera. Un g OXJ)eu s e cl asslflca t lon- 18 
'l'axe a. r en l esta.te--20 
Telephone and telegraph-16 
Telephone and telegraph expenses of employees while traveliug-12 
Teletype-16 
Time clock service charges-13 
Towels-13 
Training of employees-9-b 
Training pay of employees-a 
Transcripts of testimony relating to claim adjustment-1-a 
Transfer agents' fe es-17 
Transfer of employees-12 
Transfer taxes-18-d 
Transporta.tlon of g uests-12 
Transporta tion of employees- 12 
Travel and Travel Items, o_perating expense classiftcat!on-12 
Traveling exp em1es of e mp loyees-12 
Trustees' foes- 17 
Underwriters' boards-5 
Underw r ltlng 1•ep or t s-G 
Undeny rl tl ng sy ndi cates-5 
U nem p lQylllcn t l.nam·ance taxes-~ 8 -o 
V'l s l ti ng nu rse service----9- ll 
Wo.ges paia in connection wtth ow ned real estate-19 
W a1·e hou ae, storage and safekeeping space, rent of-13 
Waste baskets-15 
Wa.tel', ]Jg h t , h at and power In leas ed p r emfaes-13 
W a t hman e.-pcnsea l'e la tln g to clalm adju11 tment-l-a 
Weo.theL" repor t s r elating to claim a dJu s tmeu t-1-a 
W eJ.Iar of employees-U- b 
WI t neases r e lati ng t o clai m n.dj u s t ment-1-a 
Workme n's compen~atlon lnsunt nce----9-a ) 

(2) PART II. (a) INSTRUCTIONS RELATING TO THE ALLOCATION OF 
JOINT EXPENSES TO COMPANIES. 

1. Joint Expenses 
a. Joint Expenses, as described 

allocated to companies as follows: 

Expenses to be Allocated 
to Companies 

Advertising 
Boards, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
Sal•aries 

Employee ReJ.ations & Welfare 
Insurance 
Travel and Travel Items 
Rent & Rent Items 
Equipment 

in Ins 6.30 (1) (b) 22-a, shall be 

Bases of Allocation 
to Companies 

Premiums 
Special Studies 

Special Studies 
Special Studies 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
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Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Payroll Taxes 
Miscellaneous 

b. Definitions 

Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Special Studies 

The term Premiums used as basis of allocation means the alloca­
tion of expenses shall follow the percentages of applicable premiums. 

The term Special Studies used as a basis of ·allocation means that 
expenses shall be analyzed and bases of allocation applied as dictated 
by that analysis. 

The term Overhead on Salaries used as a basis of allocation means 
that the allocation of expenses shall follow the percentages of the 
applicable salaries allocation. 

c. Other Bases Permitted or Prescribed 
For those operating expense classifications permitting the basis, 

Overhead on Salaries or Premiums, any other basis of allocation may 
be adopted which yields more accurate results. The bases Overhead on 
Salaries and Premiums shall not be used if clearly inappropriate. 

d. Other Instructions Applicable 
In making any allocations of Joint Expenses, companies shall 

observe the General Instructions Regarding Allocation Bases (see 
Ins 6.30 (5) (a) 2.). 

e. Records Required 
The methods followed in allocating Joint Expenses shall be de­

scribed, kept and supported 1as set forth under Detail of Allocation 
Bases (See Ins 6.30 (5) (a) 3-c). 

The effects of the application, to each operating expense classifica­
tion, of all bases of allocation shall be shown on records kept in clear 
and legible form. Such records shall be readily avaHable for exam­
ination. 

f. Interim Allocations of Joint Expenses 
It is permissible to apportion expenses between companies during 

the year on the basis of methods and procedures other than those 
prescribed herein, provided allocations of corrected amounts, calcu­
lated in accordance with these instructions, are made in time for 
entry in the Annual Statement. 

(3) PART Ill. (a) INSTRUCTIONS RELATING TO THE COMPOSITION OF, 
AND ALLOCATION TO, EXPENSE GROUPS. 

1. List of Expense Groups 
Expenses reported in the operating expense classifications shall be 

allocated to the following expense groups: 
Investment Expenses. 
Loss Adjustment Expenses. 
Acquisition, Field Supervision and Collection Expenses. 
Taxes. 
General Expenses. 
2. Composition of the Expense Groups 
The composition of each expense group shall be as follows: 
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a. Investment Expenses 
Investment EX}Jenses shall colnpr isc all expenses incutTed wholly 

or partially in connection with the investilig of fwids a11d the obtain­
ing of investment income, including related expenses incm·red. in the 
following activities : inHlati.ng or handling· orders and l'eco111menda­
tions; doing research; pricing; appraising and valuing; pay ing and 
receiving; ente1·ing and keeping general and detail records; safe 
keeping; collecting, reco1·ding, ca)c·~ila.ting a11d acci·tti.ng i.nvestment 
income; general cle1·ical, secretarial, office maintenance, supervisory 
and executive duties; handling personnel, s11pplies, tnail, etc.; and all 
other activit ies reasonably attributable to the inve$ting of funds and 
the obtaining of investment income. 

b. Loss Adj\1stnient Expenses 
Loss Adjustment Expenses shall comprise a.11 expenses .incurred 

wholly 01· JHU'tially in conn .ction with the adjustment and recording 
of policy claims, includi;ng the totals of the operating expense classi­
ficatio11, Clahn Adjustment Services; the types of expenses included 
in Claim Ad,itistment Services, when the acti.vities resulting in such 
types of P..A!Jenses are performed by employees; and includlng related 
expenses incurred in tl1e following activities: estimating amounts of 
claims; paying and :i:eceiving; entei·b1g and keeping g neral and de­
tail records; gm1eral clerical, secretarial office maintenance, sttper­
visory -and executive du!;ies; hantUing personnel, supplies, mail, etc. ; 
and all other act.ivities reasonably attJ:ibutable to the adjustment and 
recording of policy claims in connection with claims reported, paid, 
and outstanding, and reinsurance thereon. 

c. Acquisition, Field Supervision and Collection Expenses 

Acquisition, Field Supervision and Collect·ion Expenses shall com­
prise •all expenses incurred wholly or partially in the following 
activi ti-es: 

Soliciting and procuring business and developing the sales field. 
Writing policy contracts, and checking and directly supervising the 

work of policy writers. 
Receiving and paying of premiums and commissions; entering into 

or setting up records of premiums and commissions receivable and 
payable for collection purposes; balancing and maintaining such rec­
ords; corresponding with and visiting insureds and producers for the 
purpose of collecting premiums or ad.iusting differences; checking cur­
rent accounts from producers; auditing of records of delinquent 
agents; and services of collection agencies. Do not include activities 
in connection with accounts receivable from and payable to branch 
or other offices within the company. 

Compiling and distributing expiration lists, notices of premiums 
due, lists of premiums or premium balances receivable and payable, 
contingent and other commission statements, production statements 
for acquisition and field supervision purposes, and similar data. 

Maintaining good will of insureds -and producers; activities of field 
men; contact work relating to acquisition, field supervision and col­
lection; making contracts and agreements with producers; and activi­
ties in connection with agency appointments and replacements. Do not 
include: inspections of risks when carried on by personnel employed 
by the insurance company, engaged full time in physical inspection of 
risks and activities directly related thereto; audits for the purpose of 
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premium determination; and activities in connection with the adjust­
ment of policy claims. 

Rendering service to agents and other producers, such as providing 
office space, personnel, telephone, etc., and obtaining agents' licenses. 
Do not include fees paid for agents' licenses. 

Advertising and publicity of every nature related to acquisition, 
field supervision and collection. In addition to applicable salaries, 
etc., include the entire amount shown in the operating expense classi­
fication, Advertising. 

Miscellaneous activities of agents, brokers and producers other than 
employees, when performed by them: inspections; quoting premiums; 
signing policies; examining and mailing policies, applications and 
daily reports; compiling figures for current accounts; correspondence 
and sundry bookkeeping and clerical work. 

Other activities reasonably attributable to those operations listed 
above, such as: keeping general and cletail records; paying and receiv­
ing; general clerical, secretarial, office maintenance, supervisory and 
executive work; and handling personne.1, supplies, mail, etc. 

Commission and Allowances: When the whole or a part of any 
amount in the operating expense classifications Commission and 
Brokerage-Direct, and Allowances to Managers and Agents is paid 
specifically for services other than those set forth under Acquisition, 
Field Supervision and Collection Expenses, and when such services 
are not duplicated or otherwise compensated by the company, the 
amount thereof shall be allocated to expense groups other than Acqui­
sition, Field Supervision ·and Collection, and such allocations shall be 
justified by detailed statements and data calculated and prepared in 
accordance with the methods described in these instructions showing 
amounts of expenditures, properly allocated to expense groups 'and 
lines of business. 

When Allowances to Managers and Agents represent a division 
of expenses shared with other companies, the aforementioned state­
ments and data shall show the division of such shared expenses cal­
cuJ.ated and prepared in accordance with the methods prescribed in 
these instructions. 

The calculation and preparation of the aforementioned statements 
and data shall be subject to verification and audit by insumnce de­
partment personnel. 

The instructions under the heading Commissfon and Allowances do 
not apply to Commission and Brokerage-Reinsurance Assumed, or 
Commission and Brokerage-Reinsurance Ceded. 

d. Taxes 
Taxes shall comprise the totals of the operating expense classifica­

tion Taxes, Licenses and Fees. 
e. General Expenses 
General Expenses shall comprise all expenses not assignable by 

these instructions to other expense groups. 
3. Allocation to Expense Groups 
a. Expenses shall be allocated to expense groups as follows; 
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Expenses to be Allocated 
to Expense Groups 

Claim Adjustment Services: 
Direct 
Reinsurance Assumed 
Reinsurance Ceded 

Commission and Brokerage: 
Direct 

Reinsurance Assumed 

Reinsurance Ceded 

Contingent-Net 

Policy and Membership Fees 

Allowances to Managers and 
Agents 

Advertising 

Boards, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Taxes, Licenses and Fees 
Real Estate Expenses 
Real Estate Taxes 
Income from Special Services 
Miscellaneous 

b. Definitions 

Allocation to Expense Groups 

Loss Adjustment Expenses 
Loss Adjustment Expenses 
Loss Adjustment Expenses 

See Commission •and Allowances 
(Ins 6.30 (3) (a) 2-c) 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

Acquisition, Field Supervision 
and Collection Expenses 

See Commission -and Allowances 
(Ins 6.30 (3) (a) 2-c) 

Acquisition, Field Supervision 
and Collection Expenses 

General Expenses 

General Expenses 
General Expenses 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Speci•al Studies 
Taxes 
Investment Expenses 
Investment Expenses 
Speci•al Studies 
Special Studies 

For definitions of the terms Overhead on Salaries and Special 
Studies, see Ins 6.30 (2) (a) 1-b. 

c. Other Bases Permitted or Prescribed 
For those operating expense classifications permitting the basis 

Overhead on Salaries, any other basis of allocation may be adopted 
which yields more accurate results. The basis Overhead on Salaries 
shall not be used if clearly inappropriate. 
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d. Other Instructions Applicable 
In making any allocations to expense groups, companies shall ob­

serve the General Instructions Regarding Allocation Bases (see Ins 
6.30 (5) (a) 2). 

e. Records Required 
The methods followed in allocating to expense groups shall be de­

scribed, kept and supported as set forth under Detail of Allocation 
Bases (see Ins 6.30 (5) (a) 3-c). 

The effects of the application to each operating expense classifica­
tion of all bases of allocation shall be shown on records kept in clear 
and legible form. Such records shall be readily available for ex.am­
ination. 

(4) PART IV. (a) INSTRUCTION RELATING TO ALLOCATION TO LINES 
OF BUSINESS. 

1. Lines of Business. The lines of business for allocation of ex­
penses shall be the following: 

Fire and Allied Lines: 
Fire 
Extended Coverage 
Other 
Homeowners Multiple Peril 
Commercial Multiple Peril 

Ocean Marine 
Inland Marine 
Automobile Liability: 

Bodily Injury (including me<lical payments coverage) 
Property Damage 

Automobile Physical Damage: 
Fire, Theft and Comprehensive 
Collision 

Workmen's Compensation 
Liability Other than Automobile: 

Bodily Injury 
Property Damage 

Fidelity 
Surety 
Glass 
Burglary and Theft 
Individual Accident and Heal th: 

Accident only 
Accident and Health 
Hospital and Medical Expense 

Group Accident ·and Health 
Boiler and Machinery 

2. Allocation of Expenses to Lines of Business 
a. 'l'he allocation of expenses to lines of business shall be by ex­

pense groups. Ench classification of expense within each expense 
group shall be al1ocated sepa1·ately to lines of business on the bases 
of allocation prescribed as follows. 

All bases employed in such allocations shall be applicable and 
appropriate to the expense group of which such expense is a part. 

Register, February, 1965, No. 110 
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Example-Expenses which are allocated to lines of business as an 
Overhead on Salaries shall be calculated in relation only to the sal­
aries included in the same expense group. 

Expenses Included in the Expense 
Group, Loss Adjustment 

Expenses 
Claim Adjustment Services: 

Direct 
Reinsurance Assumed 
Reinsurance Ceded 

Commission and Brokerage-Direct 

Allowances to Managers and 
Agents 

Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 
Expenses Included in the Expense 

Group, Acquisition, Field 
Supervision and Collection 

Expenses 
Commission and Brokerage: 

Direct 

Reinsurance Assumed 
Reinsurance Ceded 
Contingent-Net 
Policy and Membership Fees 

Allowances to Managers and 
Agents 

Advertising 
Salaries 

Employee Relations and Welfare 
Insurance 

Bases of Allocation to 
Lines of Business 

Actual 
Actual 
Actual 
See Commission and Allowances 

(Ins 6.30 (3) (a) 2-c) 
See Commission and Allowances 

(Ins 6.30 (3) (a) 2-c) 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studies 

Bases of Allocation to 
Lines of Business 

Actual, but Subject to Instruc­
tions under Commission and 
Allowances (Ins 6.30 (3) (a) 
2-c) 

Actual 
Actual 
Special Studies 
Actual 
Special Studies, but Subject to 

Instructions under Commission 
and Allowances (Ins 6.30 (3) 
(a) 2-c) 

Premiums 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 

Register, February, 1965, No. 110 
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Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Telephone and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 

Expenses Included in the Expense 
Group, General Expenses 

Commission and Brokerage-Direct 

Allowances to Managers and 
Agents 

Boards, Bureaus and Associations 
Surveys and Underwriting 

Reports 
Audit of Assureds' Records 
Salaries 

Employee Relations and Welfare 
Insurance 
Directors' Fees 
Travel and Travel Items 
Rent and Rent Items 
Equipment 
Printing and Stationery 
Postage, Teleph'One and Tele-

graph, Exchange and Express 
Legal and Auditing 
Income from Special Services 
Miscellaneous 

Expenses Included in the Expense 
Group, Taxes 

Taxes, Licenses and Fees: 
State and Local Insurance 

Taxes 
Insurance Department Licenses 

and Fees 
Payroll Taxes 
All other (excluding Federal 

and foreign income and real 
estate) 

b. Definiti"Ons 

Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studies 

Bases of Allocation to 
Lines of Business 

See Commission and Allowances 
(Ins 6.30 (3) (a) 2-c) 

See Commission and Allowances 
(Ins 6.30 (3) (a) 2-c) 

Special Studies 

Special Studies 
Special Studies 
See Special Instructions Relating 

to the Allocation of Salaries 
and Other Expenses (Ins 6.30 
(5)) 

Overhead on Salaries 
Overhead on Salaries 
Overhead on Salaries 
Special Studies 
Overhead on Salaries 
Overhead on Salaries 
Overhead on Salar ies 

Overhead on Salaries 
Special Studies 
Special Studies 
Special Studies 

Bases of Allo<:ation to 
Lines of Business 

Special Studies 

Special Studies 
Overhead on Salaries 

Special Studies 

The term Actual means that the expenses are susceptible of direct 
and accurate allocation, and companies shall allocate directly to lines 
of business and shall not employ any apportionments qr estimations. 



DEPARTMENT OF' TNSURANCE 171 

For definitions of the terms Special Studies, Premiums, and Over­
head on Salaries, see Ins 6.30 (2) (a) 1-b. 

c. Other Bases Permitted or Prescribed 
For those expense classifications permitting the basis Overhead on 

Salaries or Premiums, any other basis of allocation may be adopted 
which yields more accurate results. The bases Overhead on Salaries 
and Premiums shall not be used if clearly inappropriate. 

d. Other Instructions Applicable 
In making any allocations to lines of business, companies shall ob­

serve the General Instructions Regarding Allocation Bases (see Ins 
6.30 (5) (a) 2). 

e. Records Required 
The methods followed in allocating to lines of business shall be 

described, kept and supported as set forth under Detail of Allocation 
Bases (see Ins 6.30 (5) (a) 3-c). 

The effects of the application to each operating expense classifica­
tion of all bases of allocation shall be shown on records kept in clear 
and legible form. Such records shall be readily available for exam­
ination. 

(5) PART V. (a) SPECIAL INSTRUCTIONS RELATING TO THE ALLOCATION 
OF SALARIES AND OTHER EXPENSES. 

1. General Procedures in Allocating Salaries 
a. Direct Allocations 
Wherever possible, salaries of individuals or similarly employed 

groups shall be allocated direct to companies, expense groups, and 
lines of business. In other words, salaries of employees whose work 
is solely in connection with a specific company, expense group or line 
of busines·s shall be allocated thereto. 

b. Allocations Other Than Direct 
When a direct allocation is not made, salaries, with certain excep­

tions hereinafter noted, shall be allocated on whichever of the follow­
ing bases, or combinations thereof, are appropriate: Number of Items 
or Units, Time Studies, Overhead on Other Allocations, Premiums, 
Dollar Volume of Losses, and Other Special Studies. 

All bases of allocation, and the application thereof, shall be subject 
to restrictions, modifications and exceptions in the General Instruc­
tions Regarding Allocation Bases which follow. 

2. General Instructions Regarding Allocation Bases 
a. Number of Items or Units 
Item and unit counts may include Number of Premium Entries, 

Number of Policies, Number of Loss Entries, Number of Accidents, 
Number of Employees, and any other unit or item counts which aid 
in the allocation of expenses. To the greatest practical extent, such 
unit or item counts shall be applied only to expenses incurred in 
activities having a direct relationship to the bases. 

In determining the applicability of Number of Premium Entries as 
a basis of allocation, consideration shall be given to the number of 
p1•emiums on original po1foie$ plus additional p1·emiums, retur11 
p~·ernhuns , ;reinsunmce premiums, and return premium.a on rehIBm·­
ance. Whe1·e more than one card is punched or more than one entl-y 
Js made cove1·ing only one amount, consideration shall be given. 
the~·eto . Consjderation shall also be given to tl1e efl'eet on cost of 
procequi-11,l <liffei· nee~ in connection with types of entries . 

Re!l'llltf)r, Fellrnarr, l~65, Nq, UQ 
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bl detexmining the appllcability of Number of Policies as a basis 
of allocation, consideraliou shall be given to policies unde,·lylng an­
other policy, to policies cov 'l'ing more than one line of business, to 
policies fo1· va;riou.s t ~·ms, and to the ell'eet on cost of procedural 
clilrerences in connection with types of policies. 

In dctei·milli11g the apvlicabi'lity of Number of Loss Ent.des as a 
basis of allocation, onsiderati011 shall be given to the nun1ber of gross 
ntries plus salvage entries ru1d reinsurance entries, for paid Ol' out­

stamllng losses, 01· both, and to the e:I! ct on ost of -procedural differ­
ences in connection with types of loss entries. 

In detet•minlng the applicahi.lity of Nlll'llbei· of Accidents as a basis 
of allocation, consideration shall be given to accidents 011 which 
sp cific estimates are set u11, those on which no specific estimate is 
made, and tho~;e for which no claim is n1acle, and to the effect on cost 
of }Jrocedul'al differences in connection w.itb. types of accidents. 

The basis Numl.iel' of Emp1oyees is of limited applicatfon and shall 
be used only where the cost logically follows the number of employees. 
It may be of use, where properly weighted, in allocating such units as 
cafeteria, personnel department, and payroll department. 

b. Time Studies 
Time studies are actual measurements of time required to make 

motions, to complete a r outine of regnl:nly occurring procedure. In 
contemplating the use of a time sti.1dy as a basis of allocation, consid­
eration shall be given to the mimbel' o:f motions which must be studied 
to obtain a valid average and to possible distortions in the average 
caused by exceptional conditions during the study. 

c. Overhead on Other Allocations 
Salaries of supervisors and executives may be distributed as an 

overhead on the salaries of employees whom they supervise. Salaries 
of departments such as mail and general stenographic may be dis­
tributed as an overhead on the salaries of people whose work is 
handled. However, no salaries shall be distributed as an overhead on 
other allocations if any other basis is more appropriate. 

d. Premiums 
Premiums shall not be used as a basis of allocation except when 

specifically noted as a permissible basis or when the expense is in· 
curred as a percentage of premiums (subject to instructions under 
Commission and Allowances in Ins 6.30 (3) (a) 2-c), or when the ex­
penses are logically allocable on the basis of premiums. In no event 
shall premiums be used as a basis of allocation in connection with 
clerical, technical, secretarial, office maintenance, supervisory and 
executive activities unless such basis is clearly appropriate and until 
all other reasonable bases of allocation have been considered and 
found less appropriate than premiums. 

In determining the applicability of premiums as a basis of alloca­
tion, consideration shall be given to the applicability of direct and 
reinsurance premiums, and written, earned and unearned premiums, 
as well as to subdivisions thereof. 

e. Dollar Volume of Losses 
Dollar Volume of Losses shall be used as a basis of allocation only 

when the activities resulting in expense are influenced by the dollar 
amounts of losses, and only when all other reasonable bases of allo­
cation have been considered and found less appropriate than Dollar 
Volume of Losses. 
Register, February, 1965, No. 110 
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In determining the applicability of Dollar Volume of Losses as a 
basis of allocation, consideration shall be given to the applicability of 
direct and reinsurance losses, and paid, incurred and outstanding 
losses as well as to subdivisions thereof. 

f. Other Special Studies 
Salaries may be allocated on the basis of other special studies, pro­

vided demonstrably more accurate results are thereby produced than 
through the use of the bases heretofore discussed, but not otherwise. 

g. Weightings 
Weightings may be applied in using any bases of allocation but the 

justification for such weightings shall be stated in the Detail of Allo­
cation Bases (see Ins 6.30 (5) (a) 3-c). Weightings shall not be used 
as a means for giving effect to a basis which is prohibited by these 
instructions. 

h. Bases Sh·all be Appropriate 
The bases of allocation used shall be appropriate and applicable 

to the expenses to which such bases are applied. All bases shall be 
limited and subdivided in such manner that the expenses to which 
the bases are applied have a reasonable relationship to each com­
ponent of the bases. For example, an allocation basis which includes 
a particular line of business shall not be applied to expenses incurred 
for activities which do not include that line. 

Any basis of allocation which is found to be inappropriate shall be 
discontinued. 

i. General Work on Totals 
Where an individual or a group of employees work on totals, the 

allocation of the expenses involved may be based on the information 
entering into the totals. 

j. Bases Shall Be Made in Current Period 
All bases of allocation shall be compiled or calculated from the 

transactions or procedures for the period applicable to the expenses 
to be allocated, unless the use of any other period is justified by inves­
tigation made during the applicable period. Such justification shall be 
set forth on the Detail of Allocation Bases (see Ins 6.30 (5) (a) 3-c). 

3. Special Statements and Records Required 
The following types of records shall be prepared by each company 

or fleet in allocating salaries to companies, expense groups and lines 
of business: Allocation of Salaries, Recapitulation of Salaries, and 
Detail of Allocation Bases. 

The Allocation of Salaries and the Recapitulation of Salaries shall 
be prepared either for the twelve months of the current calendar year, 
or for twelve months ending not earlier than September 30th of the 
current year, in which case the ratios established shall be applied to 
the total salaries for the twelve months of the current calendar year. 
The second method herein referred to shall not be followed if opera­
tions during the period used were materially different from operations 
during the period to which the ratios are to be applied. All amounts 
included in the operating expense classification Salaries, for the 
period used in preparing the Allocation of Salaries and the Recapitu­
lation of Salaries shall be accounted for on such records. 

Forms of the records are shown as Forms A through C at the close 
of Ins 6.30 (5). The forms may be of any convenient size, and may be 
entered in ink, type, or by other mechanical means, provided the en­
tries a r e legible. If the organization or method of operation of any 
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company is such as to make desirable changes in the forms such as 
a rearrangement of the columns, or a separation of the forms into 
two or more parts, such changes may be made, provided the substi­
tuted forms do not, in any respect, show less information than called 
for on the forms shown herein, and do not result in confusing the 
presentation of salary allocation. 

Such records shall be maintained in good order and shall at all 
times be readily available for examination. 

a. Allocation of Salaries Fon11 
First: The form, Allocation of Salaries, is shown as Form A. To aid 

in the understanding of the form, specimen entries J1ave been made 
thereon and, as fui·ther aids to understanding, each col mnn is ex­
plained in the following paragraphs: 

Column 1: List each similarly employed unit within each depart­
mental or other division in the organization. By "similarly employed" 
is meant employed in essentially the same or similar activities in or 
for t11e same departmental o:r other division. 

The personnel shall be divided into as many wilts as necessary to 
show each type of wol'k done by each depar tmental or other division 
in the organization. Employees whose duties ate not solely related 
to t he work performed by one unit, such as some in supervisory posi­
tions, shall be listed sepamtely by title or job classification. 

Column 2 : Gross salal'les applicable to each unit shown in Colwnn L 
Columns 3, 4 and 5 : 'rhese columns are for use when the Salaries 

classitlcation is affected by a llocations made to other companies. 
A separate line is to be used for the allocation to each company 

or group of companies. When intercompany allocations are not made, 
or when quota share percentages can be applied to fleet totals, Col­
umns 3, 4 and 5 need not be used. 

Designating numbers shall be entered in Column 4 for the methods 
used in intercompany allocations. 

Column 6: Designating numbers shall be entered in this column for 
the methods used in allocating salar ies to expense groups. 

Columns 7 to 10: The amounts assigned to each expense group shall 
be in accordance with the method shown in Column 6. At the side 
of each expense group column (except the column Investment Ex­
penses) is shown a narrow column captioned "Line Dist.", wherein 
shall be entered designating number s fur the methods to be followed 
in distributing salaries to lines of business. 

Second: Pool and Quota Share Reinsurance. When quota share re­
insurance is in effect and when salaries may be allocated in strict 
accordance with the quota share percentages, the amounts shown in 
the Allocation of Salaries Form may be those subject to quota share. 
Quota share percentages may, in such cases, be applied to the totals 
either on the Allocation of Salaries or the Recapitulation of Salaries. 

Third: Branch and Field. Branch office salaries shall be shown sepa­
rately in the Allocation of Salaries and in the Recapitulation of Sal­
aries. In combining branch employees into similarly employed i.mit..,, 
it shall be permissible to consider as a u11it all simila1·Jy employed 
pe1:sonnel in all branch offices having sim ilar functio11s, and handling 
approximately the same relative volume of each line of business. 

F ourth : Salary Reimbm·sementa t o Other Companies. Due to ex­
pense sha1·ing with anothe1· company, outside of the company 01· fleet, 
debits may appeal." in the saluy account~ -fol' l'e'i1nbUl·sements to out-
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side companies. Such payments are to be shown under separate cap­
tion in the Allocation of Salaries. Where such payments amount to 
less than 10% of gross salaries paid by the company to its own em­
ployees, the amounts shown on the Allocation of Salaries may be 
distributed as an overhead on all other salary distributions. If more 
than 10%, the distribution shall be obtained from the other company. 

Fifth: Salaries Not Specifically Reimbursable. When the employees 
of a company devote time to the affairs of another company, and the 
reimbursements therefor are handled in accordance with the instruc­
tions, Expenses for Account of Another or Income from Special Serv­
ices (see Ins 6.30 (1) (b) 22-b and 22-c) the salaries for each simi­
larly employed unit applicable to work done for such other company 
shall be shown separately on the Allocation of Salaries (in Columns 
3 to 10 incl.). 

b. Recapitulation of Salaries Form 
When all distributions called for on the Allocation of Salaries Form 

have been completed, the Recapitulation of Salaries shall be made. 
For each company to which salaries have been allocated on the 

Allocation of Salaries Form, the amounts shown in each expense 
group column shall be combined by the line distribution codes shown 
in the "Line Dist." columns. The totals thus obtained shall be entered 
on the Recapitulation of Salaries Form and allocated to lines of busi­
ness in accordance with the line distribution codes. 

The form, Recapitulation of Salaries, is shown in three parts, B-1, 
B-2, and B-3. B-1 is for Loss Adjustment Expenses, B-2 is for Acqui­
sition, Field Supervision and Collection Expenses, and B-3 is for 
General Expenses. For purposes of illustration, the specimen entries, 
applicable to Company A, made on the Allocation of Salaries Form 
have been continued on the Recapitulation of Salaries Form. Note 
that, for Company A, the figures in the expense group columns on the 
Allocation of Salaries Form have been combined by "Line Dist." 
codes, entered on the Recapitulation of Salaries Form, and then 
spread to lines of business based on the "Line Dist." codes. 

c. Detail of Allocation Bases Form 
The bases of allocation used on the Allocation of Salaries Form 

shall be fully described on the Detail of Allocation Bases Form. 
There shall be a separate sheet for each basis and the sheets shall 
be kept in consecutive numerical order, available at all times for 
examination. 

When the basis of allocation cannot be fully described on the form, 
subsidiary worksheets, compilations and data shall be either attached 
to the form or filed separately and readily available. 

The Detail of Allocation Bases Form and all subsidiary worksheets, 
compilations and data shall be clear and legible; shall show the sources, 
detail and dates of all figures used; shall disclose the names of per­
sons or groups responsible for all compilations, data, calculations, 
studies, estimates, judgment factors, weightings, etc., and the dates 
thereof; and, in general shall include complete explanations of all 
figures used and decisions made. 

Note: The Detail of Allocation Bases Form need not be prepared 
each year, but with appropriate changes in supporting worksheets, 
etc., may remain current as long as the bases are in effect. 
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The Detail of Allocation Bases Form is identified as Form C and 
four illustrations of the form are shown. The allocation bases No. 1, 
101, 105 and 501 shown on the Allocation of Salaries Form have been 
carried into the forms and specimen explanations given. 

_ Register, February, 1965, No. 110 



(1) (2) 

Title of Similarly Gross 
Employed Units Salaries 

(Each unit may comprise 
one or more individuals) 

General Accounting Dept. 

Investment Records __________ $ 3,000 

Premium Tax Returns _______ _ 6,000 

Internal Auditing --------- 15, 000 

General Bookkeeping ________ _ 30,000 

Manager and Assistant --- 15,000 

FORM A 

ALLOCATION OF SALARIES 

(3) l (4) I (5) (6) (7) 

Allocation of Gross Salaries in 
Column 2 to Companies Method Invest-

Including the of ment 
Employing Company Alloca- Expenses 

ti on 
Method to 
of Allo- Expense 

Company cation Amount Groups Amount 

A $ 2,000 $ 2,000 
#1 #101 

B 1,000 1,000 

A 4,500 
#2 #103 

B 1,500 

A 10,000 1,000 
#3 #105 

B 5,000 500 

A 21,500 1,075 
#4 #107 

B 8,500 425 

A 10,500 1,155 
#5 #109 

B 4 , 500 540 

Note: Totals in Col. 5 for each similarly employed unit must equal amount in Col. 2. 

(8) (9) (10) 

Loss 
Acquisition 

Field Supervision 
Adjustment and General 

Expenses Collection Expenses 

Line Line Line 
Amount Dist. Amount Dist. Amount Dist. 

$ 4,500 
#503 

1,500 

$ 4,000 $ 1,000 4,000 
#501 #502 #502 

2,150 200 2,150 

6,450 1,075 12,900 
#501 #502 #502 

2,550 425 5,100 

2,940 525 5,880 
#501 #502 #502 

1,305 180 2,475 



z 
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Company A B-1 LOSS ADJ"CSTMENT EXPE);8ES 

Automo- Autome>-
Allocation Bases bile bile 

(From "Line Bodily Physical Work-
Dist." columns Injury and Damage men's 
on Allocation Property and Com pen-
of Salaries) Total Damage Theft sation 

-------- ---
#501 $13,390 H,820 J6,026 

FORM B 

RECAPITULATION OF SALARIES 

Liability Home- Com-
and Bur- Fire owners mercial 

Collision glary and Mui- Mul-
ex. and Allied tiple tiple 

Auto Glass Theft Lines Peril Peril 
------ - - - ------ - --

$1,i41 $268 H 34 

:::: Company A B-2 ACQUISITION, FIELD SCPERHSION AND COLLECTION EXPENSES 
0 

Automo- Autome>-
Allocation Bases bile bile Littbility Home- Com-

(From "Line Bodily Physical Work- and Bur- Fire owners mercial 
Dist." columns Injury and Damage men's C<il1 iliion glary and Mul- Mul-
on Allocation Property and Com pen- ex. and Allied tiple tiple 
of Salaries) Total Damage Theft sation Auto GlaBS Theft Lines Peril Peril ---- ---- ------ ---------------

#502 $2,600 $ 910 $1,248 $286 $ 52 $ 26 

Company A B-;l GENERAL EXPENSES 

Automo- Au tome>-
Allocation Bases bile bile Liability Home- Com-

(From "Linc Bodily Physical Work- and Bur- Fire owners mercial 
Dist." columns Injury and Damage men's Collision glary and Mul- Mui-
on Allocation Property and Com pen- ex. and Allied tiple ti pie 

of Salaries) Total Damage Theft sation Auto Glass Theft Lines Peril Peril 

#502 $22,780 ~i' 973 $10, 934 $2,506 $456 $228 

#503 4,500 904 3,011 308 110 47 

Boiler Acci-
and dent 

Iul:rnd Ocean Machin- and 
~farinc ~farinc Fidcliti Surety ery Health Other 

- - - ,_ --- ------,_ ---

I f]J{ t267 

B<111Qr Acci-
nru:I dent 

Inland OcelUl ~fuoblu- and 
~farine M ... inc Fi1l~!iLy Surat) cry Health Other 

- -------- ------------
~ 31 ~ 4i 

Boiler Acci-
and dent 

Inland Ocean Machin- and 
Marine Marine Fidelity Surety ery Health Other --- --- - ------ - ---

$2i3 $410 

60 60 
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FORM C 

ILLUSTRATION l 

DETAIL OF ALLOCATION BASES 

179 

Company ALPHA (; ROU.I' Basie VALUE OF INVESTMENTS 

Purpoee INTERCOMPANY ALLOCATION 

N umber 

EXPLANATION OF BASIS 

Based on etatement valuee of bonds and stocks owned (See memo of Allocation Committee 
11/ 14/ 58) 

APPLICATION OF BASIS 

1958 1959 1960 1961 1962 
--------------- ---------------
Compa11y 

A 

B 

66%3 

38~3 
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FORM C 

ILLUSTRATION 2 

DETAIL OF ALLOCATION BASES 

Company ALPHA GROUP Basis DIRECT 

Purpose ALLOCATION TO EXPENSE GROUPS 

Number 101 

EXPLANATION OF BASIS 

Direct to Investment Expenses. This basis is applicable to the positions and units listed 
on the memo dated 11/14/58 from the Allocation Committee. 

APPLICATION OF BASIS 

Expense Groups 1958 1959 1960 1961 1962 
------------

Company A 
1003 lnVO!!l.11l ~l\t f~~ jleUH<!ll-- - • - - - • - - -- - • - - • - -

Losa Adjwilmen l Exptln""" 
Aa8uialtlon , Fl Id Sun rviBion and 

olb:ctl<m Expenses 
Ge1.1e1·nl Clxp~ns1J11 

Company B 
Investment Expenses. ____ . _ ___ --- ••• __ • 1003 
Lo:;s Aclj uetnrnnt Exp~n""" 
Ac~ ufal~i011, Field Suporvision and 

ollt.>e!.imo lbrptrr1~es 
General Expenses 
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FORM C 

ILLUSTRATION 3 

DETAIL OF ALLOCATION BASES 

Company ALPHA GROUP Basis TIME ESTIMATE 

Purpose ALLOCATION TO EXPENSE GROUP 

Number 105 

EXPLANATION OF BASIS 

181 

This basis was made after a general analysis of the duties of the Internal Auditing unit of 
the General Accounting Department (See memo of Allocation Committee 11/15/58) 

APPLICATION OF BASIS 

1958 1959 1960 1961 1962 
----------------- - --- - - ------>----- !·-- -

Company A 
Investment Expenses___________________ _ 10% 
Lom Adjustm~.nt Exi>enses ______ . __ •- ___ 40% 
Ac!Juiai t1011, Field Superv.laion and 

Colle •tlon Eiq>nn•es - - ------- - ·----- 10% 
Genernl EKpen•es - - --- --- - -- - - - ------ 40% 

Comt><l n_y Il 
1 nvootmont Expenl!eL-------- ----- _ 10% 
Lona Adj1111Lrnnnt illxP<m•oS---------- 43% 
Acguisitio11, Field Supervision and 

Cullectl~n Expenses -- -- --- -- - ---- - - 4% 
General Expenses -------- - ------ - - 43% 
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FORM C 

ILLUSTRATION 4 

DETAIL OF ALLOCATION BASES 

Company ALPHA GROUP Basis NO. OF LOSS ENTRIES 

Purpose ALLOCATION TO LINES OF BUSINESS 

Number 501 

l!]XPLANATION OF BASIS 

' l'h o Alloc11tlon Committcn, in ooneul t:u.tfon with Mr. Jones, General Adjuster decided to 
aUoenLe nutllM11g nnd bMkkCf!JJlng wodc, ilono In co1mcctio11 wlLh losses, on the basis of number 
of lose t;in t:ries, modifil!d by ccrtnin, wnightings uni! diseount.s. Memo from the Allocation 
Commi!.t;ea eluted 7 / 18/ 58, Log-o h •r with work HhQt1L, tnbulntions, etc., are attached hereto. 

APPLICATION OF BASIS 

1958 1959 1960 1961 1962 _________________ , ___ -------- - -----

~~~lB'\nin! PD ____ ------------------- 36% 
Auto Physical Damage and Theft _________ ___ _ 
Workmen's Compensation________________ 45% 
Liability and Collision ex. Auto___________ 13% 
Gm""------- .. --- -·---------- -- -·---- 23 
Butglo.ry nnd 'I'bnft --- ---------- 1% 
l"lrc 11nd .A ll ied Lin.••----- --- -·-·· --- -----­
Homeowners Multiple Peril -- - -- -------- -------­
Comm rain! Mul tlplo J:>nrll --- --- · ·-- ---- -I:nlnod Morino • .. __ ._ .. __ . ____ _ ._. __ 
Oce11n l_arlnn - - --- -- - - - - - -· - - ----
l!'id Uty· - ---------···-·----------- 1% 
Sur"tY----------------------· 2% 
Boiler nlld Mucl1inory __ ----- ------- - - -- - ---
·Aecidon t nnd lfoalth ___ - - ----- ___ _ ----- - -
Ql:h r________________ -------------- ---- ----

TotnL. _ _ _ __ __ _ _ ___ _ _ _ _ _ _ _ _ ___ __ ___ 100% 

Company B 
Auto BI and PD _______________ ______ ------
Auto Physical Damage and Theft_ __ ______ --- - --- -
Worknum'e ComplllloaL!on_ _____ ---- · --------
Linbl!lty und Collision ~-Auto ____ -- - - - --- - · 
GIR!l!l----- - - ---- - -- - ------ --- - 11% 
;Burglnry and 'l'baft ----------- - ------- 7% 
Fire nnd Allied Lin""-- - --- - --- ---------· --- ---­
Hr>rnL'OWnora M"ult1plo Peril ------ _ ---- - -
Coinmercin\ Multi11lu P eril ---·-·· ___ --- - - - - -
Inlnnd Mnrln"-- -- - -- --·--------
Oo~nn Mari ne - - ---------- - ----------- _______ _ Fidelity ____________ ______________ --- 23% 
Surat..y _____ _ -· - -- --- -- - - ------ ___ ____ 59% 
lloi,ler nnd M11r.hinecy •• •••••• •• •• . •••••• -------­
Accldm1~ and lfoalih ----------·- -·- -·----
Ol:lmr. ------------·- ----· --- --- --­

To 111- -.------ - --- ----- -----· --- -- 100% 

Hilltory1 Cr. Register, .July, 1959, No. 43, eff. 8-1-59. 
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Ins 6.31 Interpretations of the instructions for uniform classifica· 
tions of expenses of fire and marine and casualty and surety insurers. 

(1) PURPOSE. (a) This rule is intended to implement and interpret 
uniform accounting instructions in Wisconsin Administrative Code 
section Ins 6.30. 

1. The following kinds of expense shall be allocated to indicated 
operating expense classifications. 

Kind of Expense 

a. Payments, based on a percentage of 
premiums or losses, to independent 
claim adjusters where none of the 
activities of the payees are con­
cerned with the production of busi· 

Allocation to Operating 
Expense Classification 

ness ---------------------------- Claim Adjustment Services 
b. Payments, based on a percentage of 

premiums or losses, to independent 
attorneys-at-law for investigation, 
adjustment and settlement of claims 
where none of the activities of the 
payees are concerned with the pro-
duction of business -------------- Claim Adjustment Services 

c. Cost of cafeteria equipment ________ Equipment 
d. Salaries paid in connection with the 

operation of a company cafeteria__ Salaries 
e. Cost of food used in company cafe-

teria --------- Employee Relations and 
Welfare 

f. Cost of food license fees in connection 
with the operation of a company 
cafeteria -------------- - - Employee Relations and 

Welfare 
g. Cost of telephone directory listings __ Postage, Telephone and Tele­

graph, Exchange and Ex-

h. Fees paid in connection with stock­
holders' meetings, such as fees to 

press 

tellers and inspectors of elections__ Legal and Auditing 
i. Payment to an independent efficiency 

engineer for an inside on-the-job 
analysis of a company's operations 
and procedures ----------- Leg·al and Auditing 

j. Cost of credit reports on agents _____ Surveys and Underwriting 

k. Payment made in settlement of dam­
age suit brought by an agent be­
cause of the termination of his 

Reports 

contract ------------------------ Miscellaneous 
I. Premium for group life insurance 

coverage of janitor, in connection 
with company owned real estate ___ Real Estate Expenses 

m. Cost of pensions, in connection with 
company owned real estate _______ Real Estate Expenses 
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n. Service fees for servicing real estate 
owned -------------------------- Real Estate Expenses 

o. Service fees for servicing of mort-
gages held ---------------------- Legal and Auditing 

p. Cost of policy typing service, when 
such service is rendered by "out-
side" personnel (contract typists) _ Miscellaneous 

q. Cost of "outside" special assistance 
employed by a company for the 
purpose of changing its filing sys­
tem from a numerical arrangement 
to a digit system ---------------- Legal and Auditing 

2. a. When contingent commission payments are large in number 
and small in average amount, a method of allocation based on the 
over-all profit in each line of business should yield reasonably correct 
allocations. 

b. Company-owned automobiles and equipment may be depreciated 
on a 100% basis. 

c. A company may carry company-owned automobiles and equip­
ment as an asset (non-admitted) and deduct depreciation each year. 

d. Handling of certain filing charges: Where a company sells a 
policy to a long haul firm and that firm requests that the insuring 
company make a "filing" with a State Commerce Commission in a 
state in wllich it is not licensed and another insurance company on 
behalf of tbe fhst insurance company actually issues the policy and 
makes the r equi1;ed filing, chal'ging a nominal fee for the transaction, 
the company receiving the fee should credit it t:o "Direct Premiums" 
and the company paying the fee should charge it to "Direct 
Premiums." 

3. The following kind of expense shall be allocated to the indicated 
expense group: 

Kind of Expense 
All expenses includable in Taxes, Li­

censes and Fees ----- - -----

Allocation to Expense Group 
Taxes, licenses and fees ap­

plicable solely to invest­
ments should be allocated 
to the expense group, In­
vestment Expenses. All 
other taxes, licenses and 
fees should be allocated 
to the expense group, 
Taxes. 

4. When commission on reinsUJ;ance is on a ' sliding scale" or 
' 'guaranteed profit" basis both the tentative commission and any ad­
justments brought about by the ope'l'ation of the "sliding scale" o-r 
"guai·anteed pr ofit." provisions should be allocated to Commission and 
Brokerage-Reins urance A ssumed 01· Commission and B1·okerage­
Reinsui·a11ce Ceded. 

(Note1 To make clear the meaning of "sliding scale" and "guaranteed 
nrotlts" the following is submitted: 

SLIDING SCALE CONTRACTS 
Most of these contro.c ts provide for a flat commission ranging from 

about 30 % to 37'h % , paid on a written basis, Additional profit com­
missions are paid at ·a later date on an earned basis as specifled by a 
formula embodied in (he contract. These proflt commiss ions are paid as 
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the result of savings in the loss ratio. A com111on vrovision Is that 1h % 
profit commission shall be paid for ea.ch 1 % aa.v Ing in the loss ratio. 
Sometimes a portion of the scale may provide :tor a "1 for 1" profit com­
mission, I.e., a full 1% profit commission foi· eacb 1% saving In the loss 
ratio. 

For exa'lnple, a coutt·a.ct may provide for a fiat commission of 35%, 
witll a "% for 1" profit conunls11fon to be paid the ceding company for 
any saving In the Joss ratio under 55%, until the profit commission 
reaches 10%. or a tota l oommisslon of 45%. 

Some conlracts provide for a P<>ss lble ·•return c<>rrunlsslon." Iu the 
pr ceding exu.mple, It the loss ·rat io should exceed t.he breaking point 
<>t. 55%, then t:he ceding compal}y might ho.ye to pay u. 1·et urn commission 
to the relnaure·r on u " % ·for 1" basis until return commfss'l ons ot. say, 
6_% have .been :returned., ·thus rec:lucJng the ultimate net commission tram 
30% to 80%. I:f lhe loss ratio should run under 3&% or exceecl 65%. then 
such saving or loss would 01·dina.rlly bo cat•rlcd .forward to th com­
putation for the following year. 

GUARANTEED PROFIT CONTRACTS 

The most common form of "su1·pJus a.Id" Is the "guaranteed profit" 
contract. Its principal c hara.cterlatlc le that It transfers unearned 
premium reserve from the ceding cotnpany to the relnsurer a.nd results 
In an lrnm edlate lncreas.i In the cedh1g company's surplus by the 
amount or the tenta tive commissions received, but becau11e all such 
tentaUve cornm)sslo11s are subject to return to the reinau1•eJ". does not 
aolually relleve the ceding company o.r rLsk. The ceding company st.Ul 
rema.I ns exposed to t he ea.me rJstc rui before. :tt Is In the posltio.n ot 'pay­
ing two to five percent ot the ceded premiums to induce a. 1·einsurer 
Lo sign a contract which has no ultimate effec t other than to reduce Its 
surplus l>y Wo to five. Pei·c.:mt of these premiums. 

Guaranteed rirol1t contracts are 01'.ten written lu a form similar to a 
<tuota aharn or POl'Lfollo ot 1·einaurance cont.a.ct, or a comb inatlon of 
both. 'l'he tentative commission ls 01·dlna.r.U:y 40 01· GO percent. The re­
Insurer's fee 1'1 generally 2, ~. oi· r, pei· c·ent of the amount ceded. M;osl 
quota-eha1·e type cont,.acts arc aul~jeot to monthly reporting and settle­
ments. The contract. usuany proviCl.es for ad.clltlon11.1 commiss ions to be 
Increased by 1 per cent fo1• each per cimt decrease In the loss ratio, 
and return commtssi ns on the ba.sls of 1 tier cent fo1' each :i, pe1· cent 
Increase Jn the lose ratio. An example follows: 

Commlrurlon ------------------------------------------- 45 % 
Feo fo,. reinsurer - ------------------------------------- 3% 
Lo11s ratio "breaking volnt" ------------------------------ 52% 
Total original preTf\lum ----------------------------------100 % 

In a situation similar to the on·e Illustrated, Lbe ceding company pays 
to the reinsurer the gross relnsuranc ptemlums less 45% commissions, 
or a net of 65o/o. As losses are deterll'.llned th y a1·e pa.id by the 1·e1 nsurer 
until the ceding company has received back !rom the reineurer losses 
recovered In an ag-gregate amount equal to 62% of the original pre­
miums ceded (55% less 3%). Any additional losses are Immediately 
charged back to the ceding company as "return commissions" on a 
"1 for 1" l>asls. On the other hand, any saving under 52% Is returned 
to tho ceding company In the form of additlonill comrnlsslons. The ulti­
mate effect on the ceding company Is the loss ot 3% oi' Its ceded pre­
mi\1m.e. The ceding company actually carries Its own full risk through­
out the entire perloo vp-ith respect to Its gross business. ) 

5. Salvage and subrogation may be allocated as follows: 
a. Where attention is given to salvage or subrogation matters at 

the same time as the adjustment of the loss is proceeding, no attempt 
will be made to allocate any portion of the adjuster's time to salvage 
(or subrogation) expense. 

b. Where the salvage or subrogation activity follows the adjust­
ment of the loss such additional time as may be required will be 
treated as salvage expense. 

c. Any items of outside service such as advertising, expenses of 
outside organizations or rewards where paid by and billed to the com­
pany will be treated as salvage expense. 

d. Cost of recovering stolen goods incurred by and billed to the 
company will be treated as salvage expense. 
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e. Where salvage is handled by outside agencies and their billing 
is made directly to the company, sufficient information should be given 
for proper classification of the related expenses. 

f. It is understood that the classification of expenses as salvage 
expense is not dependent upon any salvage recovery. 

6. a. The following employee activities should be allocated to ex­
pense groups on the basis of the purposes for which the tabulating, 
listing, filing or other jobs were performed: Cutting and verifying 
punched cards, sorting and tabulating punched cards, maintaining 
punched card files, and supervision thereof. 

b. The salaries of the employees in service units, such as the fol­
lowing, providing services to other employees may be allocated to 
expense groups as overhead on the salaries of employees in all other 
departments except executive officers: Mailroom, Personnel, First aid, 
Telephone operation, Office maintenance and Receptionists. 

c. If an appreciable part of the time of employees handling pur­
chases and supplies is devoted to furnishing supplies to agents, such 
salaries may be allocated to expense groups on the basis of a time 
estimate. Allocate to General Expenses that part of the time spent in 
working on supplies for agents; allocate remainder as Overhead on 
Salaries of employees in all other departments except executives. 

d. When files are maintained and serviced in a separate departmem. 
or at a central location, the salaries of employees engaged in this 
activity may be allocated to expense groups on the basis of a time 
estimate. That portion of time spent on policy files (daily reports, 
applications, endorsements, etc.) and that portion of time spent on 
general correspondence files may be allocated to General Expenses; 
that portion of time spent on active claim files may be allocated to 
Loss Adjustment Expenses; that portion of time on inactive claim 
files (dead files) may be allocated to General Expenses. 

e. When a central abstract department is maintained for the me­
chanical reproduction of premium abstracts and claim abstracts for 
use by other departments, the salaries of these employees may be 
charged on the basis of a time estimate. That portion of time spent 
on claim abstracts may be allocated to Loss Adjustment Expenses and 
that portion of time spent on premium abstracts to General Expenses. 

f. If a company maintains a general accounting unit and a cashier's 
unit (the duties of which include keeping the general ledger, general 
journal and general cash books) and no apportionment to Investment 
Expenses, to Loss Adjustment Expenses, or to Acquisition, Field 
Supervision and Collection Expenses is possible, except by using a 
rough estimation which is little better than a guess, the company may 
allocate the total expenses of these units to General Expenses in view 
of the impossibility of making reasonable accurate apportionments to 
expense groups. 

7. If the salary of a non-supervisory employee predominantly per­
tains to the activities of one expense group, the whole of such salary 
may be allocated to that expense group. 

(Note: By this Interpretation, many salaries may be allocated directly 
and without fractional apportionment. As examples: a branch office or 
home o:m ue employee w ho la prlrnu.rlly concern ed with t he co1;1ecllon ot 
PJ"em!ums may be a llo cated wholljy to Acqulsltlon, ll'leld Superv ision and 
Collec t ion · Expeuses, even thoug i u lesser part of h is ao.tlvltle.s m a y 
p r taln to Genel'0.1 lllxP nses; 11. 6rnn C:h office o r borne office underwriter 
.vho is pr!mo.rl.Jy concenied w.lth the acceptubi l lty of rleks_,, n et reten­
tion~ . quoting of rates , etc., m ay 'be a l\ocat d wholly to l.l nero.I Ex­
pe nses, allb o ug·J1 he :may .also e ngage, In a lessor xte1't. lt1 prod uction 
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work poi·to.lnlng to A cQuls lt:.lon, F le ld Superv is io n and Collection lllx­
pensea; o. specia l a.gent working on the (leveto pm ent and maintenance 
ot lhe aales floHI ma y be alloca ted wholly to Acquis ition, Field Supe r ­
v is ion and Coll ection lilxPensos , u l lbough he may also be concerned, to 
o. lesser ext nt1 In th A.dju .st rnenl of !oases : k ey punch and to. bulo.t. Ing 
mac h1ne opero.l;ors, w hose work le prlrn o, r l ly 8tatlsll oal, ma y be allo· 
co.tea w·hoJly to Gene ral Expe naes, o.1 lliough t he cards and labulatlona 
may be used to some xten t in co ll ect ion e.nd los.s adjust m ent a cttvttle u.) 

8. The following describes an acceptable method of allocating to 
expense groups and lines of business the sala1·ies of employees en­
gaged in administrative and/or supel'visory activities: 

a. Salaries of executive heads, such as the president of a company, 
the chairman of a c-0mpa11y's boaxd, and thajr secretaries, ordinarily 
should be dis tributed to expense groups and lines of business as an 
OverJ1ead on Salaries o:f super vised per sonnel, after an appo1·tionment 
to Investment Expenses. If any othe1· methods al'e used, the alloca­
tions must be suppo ·ted by detailed analyses of activities. 

b. Salaries of othe1· executive officers, depar tment heads and super­
visors ordinatily should be allocated on the basi.s of a study of t ime 
spent on the afl'afrs of each of the depal'tments OJ; units super vised 
and then these salaries should be allocated to e.."<pense groups and lines 
of business as Overhead on Sala ·ies of the employees in the respective 
departments or units. If any othe1· methods are used, the allocations 
must be supported by detailed analyses of activities. 

9. Includable in the opernting expense classification, Boards, Bu­
reaus and Associations, are the following: "Dues, assessments, fees 
and clmrges of : . . . underwriting syndicates, pools and a ssociations 
such as Factory InsuJ"ance Association, Oll Insur ance Association, 
assigned t isk plans (except Commis.sion and llr okernge ; Claim Ad­
justment Services ; and Truces, L icenses and Fees ); ... " 

The fo1·egoing instrnctio11 is applicable to all a ssigned risk plans 
and to the following syndicates, pools and associations : 

American Cargo War Risk Reinsurance Exchange 
American Foreign Insurance Association 
American Marine Hull Syndicate 
American Marine Insurance Syndicate of Insurance of Builders 

Risks 
American Negative Film Syndicate 
American. Reinsurance Exchange 
Associated Aviation Underwriters 
Burlap Reinsurance Exchange 
Coastwise, Great Lakes & Inland Hull Assn. 
The Cotton Insurance Association 
Cotton Marine Reinsurance Agreement 
Eastern Intercoastal Cargo Reinsurance Exchange 
Excess of Loss Association 
Excise Bond Underwriters 
Export Automobile Reinsurance Exchange 
Factory Insurance Association 
Furriers Customers' Reinsurance Syndicate 
General Cover Underwriters Assn. 
The Great Lakes Underwriting Syndicate 
Inland Marine Reinsurance Assn. 
Inland Marine Syndicate, Inc. 
Inland Waterways Insurance Assn. 
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Lake P. & I. Reinsurance Agreement 
Livestock Insurance Office 
Logging Underwriting & Inspection Association 
Multiple Location Service Office 
Mutual Corporation Inter-Reinsurance Fund 
Oil Insurance Association 
Railroad Insurance Association 
Railway Underwriters 
Registered Mail Central Bureau 
Reinsurance Clearing House 
Reinsurance Exchange 
Southern Reinsurance Exchange 
Stock Companies Association 
The Tugboat Underwriting Syndicate 
Underwriters Grain Association 
Underwriters Service Association 

10. Dues or assessments of "Organizations includable in Boards, 
Bureaus and Associations, or in Surveys and Underwriting Reports, 
dfrectly telated to loss WOl'k are pJ·operly Chargeable to the expense 
group, Loss Adjustment I!h.'Penses. 

History: Cr. Register, July, 1959, No. 43, eff. 8-1-59. 
Ins. 6.40 Proxies, consents and authorizations of domestic stock in­

surers. (1) Ae.PLICA'l'ION OF RULE. This '.rule is at plkable to all do­
mestic stock i11surers having 100 or more stockl1olders; provided, how­
ever, that this ru le shall not apply to any insurer i1' 95 % Ol' moI"e of 
i ts stock is owne l or con l;1:olled by a parent o~· an. atllliated insurer 
and the remaining shaTes are held by 1ess than 500 stockholders. A 
domestic stock ilism•er which files with the Secwities and Exchange 
Commission forms o:f pmxies, consents and authol.'faations complying 
with the i'eC'[Ufrements of the Sectuities and Exchange Act of 1934 
and the Secm·ities and Exchang!il Acts amei1dn1ents of 19G4 and Regu­
lation X-14 of tba Securities and Exchange Commission JJrOmulgated 
theretmder shall be exempt from the _provisions of th.is rule. 

(2) PROXIES, CONSENTS AND AUTHORIZATIONS. No domestic stock 
insurer, or any director, officer or employee of such insurer subject 
to subsection (1), or any other person, shall solicit, or pel'mit the 
use of his name to solicit, by mail or otherwise, any proxy, consent 
or authorization in respect of any stock of such insurer in contraven­
tion of this rule. 

(3) DISCLOSURE OF EQUIVALENT INFORMATION. Unless proxies, con­
sents or authorizations in respect of a stock of a domestic insurer 
subject to subsection (1) are solicited by or on behalf of the man­
agement of such insurer from the holders of records of stock of such 
insurer in accordance with this rule prior to any annual or other 
meeting such insurer shall, in accordance with this rule and/or such 
further rules as the commissioner may adopt, file with the commis­
sioner and transmit to all stockholders of record information substan­
tially equivalent to the information which would be required to be 
transmitted if a solicitation were made. 

(4) DEFINITIONS. (a) The definitions and instructions set out in 
schedule SIS-Stockholder Information Supplement (Wis. Adm. Code 
section Ins 7.01 (24) (m)) shall be applicable for purposes of this 
rule. 
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(b) The terms "solicit" and "solicitation" for purposes of this rule 
shall include: 

1. Any request for ,a proxy, whether or not accompanied by or in­
cluded in a form of proxy; or 

2. Any request to execute or not to execute, or to revoke, a proxy; 
or 

3. The furnishing of a proxy or other communication to stockhold­
ers under circumstances reasonably calculated to result in the pro­
curement, withholding or revocation of a proxy. 

(c) The terms "solicit" and "solicitation" shall not include: 
1. Any solicitation by a person in respect of stock of which he is 

the beneficial owner; 
2. Action by a broker or other person in respect to stock carried 

in his name or in the name of his nominee in forwarding to the bene­
ficial owner of such stock soliciting material received from the com­
pany, or impartially instructing such beneficial owner to forward a 
proxy to the person, if any, to whom the beneficial owner desires to 
give a proxy, or impartially requesting instructions from the benefi­
cial owner with respect to the authority to be conferred by the proxy 
and stating that a proxy will be given if the instructions are received 
by a certain date; 

3. The furnishing of a form of proxy to a stockholder upon the 
unsolicited request of such stockholder, or the performance by any 
person of ministerial acts on behalf of a person soliciting a proxy. 

(5) INFORMATION TO BE FURNISHED TO ISTOCKHOLDERS. (a) No soli­
citation subject to this rule shall be made unless each person solicited 
is concurrently furnished or has previously been furnished with a 
written proxy statement containing the information specified in sub­
section (12). 

(b) If the solicitation is made on behalf of the management of the 
insurer and relates to an annual meeting of stockholders at which 
directors are to be elected, each proxy statement furnished pursuant 
to subsection (5) (a) shall be accompanied or preceded by an annual 
report (in preliminary or final form) to such stockholders containing 
such financial statements for the last fiscal year as are referred to 
in Schedule SIS-Stockholder Information Supplement (Wis. Adm. 
Code section Ins 7.01 (24) (m) ) under the heading "Financial Re­
porting to Stockholders." Subject to the foregoing requirements with 
respect to financial statements, the annual report to stockholders may 
be in any form deemed suitable by the management. 

( c) Two copies of each report sent to the stockholders pursuant to 
subsection (5) shall be mailed to the commissioner not later than 
the date on which such report is first sent or given to stockholders 
or the date on which preliminary copies of solicitation material are 
filed with the commissioner pursuant to subsection (7) (a), which­
ever date is later. 

(6) REQUIREMENTS AS TO PROXY. (a) The form of proxy 1. shall 
indicate in bold-face type whether or not the proxy is solicited on 
behalf of the management, 2. shall provide a specifically designated 
blank space for dating the proxy, and 3. shall identify clearly and 
impartially each matter or group of related matters intended to be 
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acted upon, whether proposed by the management, or stockholders. 
No reference need be made to proposals as to which discretionary 
authority is conferred pursuant to subsection (6) (c). 

(b) Means shall be provided in the pxo;xy :for the person solicited 
to specify by ballot a choice between approval or disapproval of each 
matte1; or group of l'elated matte1·s referred to therein, other than 
elections to office. A proxy may confer discretionary authol"ity with 
i•espect to mattets M to which a choice is not so specified if the form 
of :proxy states in lJold-face type how it ls intended to vote the shares 
or authorization represented by the proxy in each such case. 

(c) A proxy may confer discretionary authority with respect to 
other matters which may come before the meeting, provided the per­
,;ons on whose behalf the solicitation is made are not aware a reason­
able time prior to the time the solicitation is made that any other 
matters are to be presented for action at the meeting and provided 
further that a specific statement to that effect is made in the proxy 
statement or in the form of proxy. 

(d) No proxy sl1all 01rl'er authority 1. to vote for the election of 
any person to any ofllce fo1· which a bona fide nominee is not named 
in the proxy statement, or 2. to vote at any annual meeting other 
than the next annual meeting (or any adjournment thereof) to be 
held after the date on which the proxy statement and form of proxy 
are first sent or given to stockholders. 

(e) The proxy statement or form of proxy shall provide, subject 
to reasonable specified conditions, that the proxy will be voted and 
that where the person solicited specifies by means of ballot provided 
pursuant to subsection (6) (b) a choice with respect to any matter 
to be acted upon, the vote will be in accordance with the specifica­
tions so made. 

(f) The information included in the pl"OJ\.J' statement shall be 
clearly presented and the statements made shall be divided into 
groups according to subject matter, with app ·opriate headings. All 
printed proxy statements shall be clearly and legibly presented. 

(7) MATERIAL REQUIRED TO BE FILED. (a) Two preliminary copies 
of the proxy statement and form of proxy and any other soliciting 
material to be furnished to stockholders concurrently therewith shall 
be filed with the commissioner at least 10 days prior to the date de­
finitive copies of such material are first sent or given to·, stockholders, 
or such shorter period prior to that date as the commissioner may 
authorize upon a showing of good cause therefor. 

(b) Two preliminary copies of any additional soliciting material 
relating to the same meeting or subject matter to be furnished to 
stockholders subsequent to the proxy statements shall be filed with 
the commissioner at least 2 days (exclusive of Saturdays, Sundays or 
holidays) prior to the date copies of this material are first sent or 
given to stockholders or a shorter peri6d prior to such date as the 
commissioner may authorize upon a showing of good cause therefor. 

(c) Two definitive copies of the proxy statement, form of proxy 
and all other soliciting material, in the form in which this material 
is furnished to stockholders, shall be filed with, or mailed for filing 
to, the commissioner not later than the date such material is first 
sent or given to the stockholders. 
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(d) Where any proxy statement, form of proxy or other material 
filed pursuant to these rules is amended or revised, 2 of the copies 
shall be marked to clearly show such changes. 

(e) Copies of replies to inquiries from stockholders requesting fur­
ther information and copies of communications which do no more than 
request that forms of proxy theretofore solicited be signed and re­
turned need not be filed pursuant to subsection (7). 

(f) Notwithstanding the provisions of subsections (7) (a) and (b) 
and (11) (e), copies of soliciting material in the form of speeches, 
press releases and radio or television scripts may, but need not, be 
filed with the commissioner prior to use or publication. Definitive 
copies, however, shall be filed with or mailed for filing to the com­
missioner as required by subsection (7) (c) not later than the date 
such material is used or published. The provisions of subsection (7) 
(a) and (b) and subsection (11) (e) shall apply, however, to any 
reprints or reproductions of all or any part of such material. 

(9) FALSE OR MISLEADING STATEMENTS. No solicitation subject to 
this rule shall be made by means of any proxy statement, form of 
proxy, notice of meeting, or other communication, written or oral, 
containing any statement which at ·the time and in the light of the 
circumstances under which it is made, is false or misleading with 
respect to any material fact, or which omits to state any material 
fact necessary in order to make the statements therein not false or 
misleading or necessary to correct any statement in any earlier com­
munication with respect to the solicitation of a proxy for the same 
meeting or subject matter which has become false or misleading. 

(10) PROHIBITION OF CERTAIN SOLICITATIONS. No person making a 
solicitation which is subject to this rule shall solicit any undated or 
postdated proxy or any proxy which provides that it shall be deemed 
to be dated as of any date subsequent to the date on which it is signed 
by the stockholder. 

(11.) SPECIAL PnOVISJONS A.PPLICA.BJ;E TO ELECTION CONTES1'S. (a) 
Applicability. Subsection (11) shall apply to any solicitation subject 
to this rule by m1y person or group for the pm-pose of opposing a. 
solicitat~on subject to this ~'U.le by any other person or group with 
respect to the election or removal of dir ctorn at any an11ua·1 01· special 
meeting of stockholders. 

(b} Pwrticipant 01· participant in a solicitation. 1. For purposes of 
subsection (11) the terms "participant" and "participant in a solicita­
tion" include: 

a. The insurer; b. Any director of the insurer, and any nominee for 
whose election as a director proxies are solicited; or c. Any other per­
son, acting alone or with one or more other persons, committees or 
groups, in organizing, directing or financing the solicitation. 

2. For the purposes of subsection (11) the terms "participant" and 
"participant in a solicitation" do not include: 

a. A bank, broker or dealer who, in the ordinary course of business, 
lends money or executes orders for the purchase or sale of stock and 
who is not otherwise a participant; 

b. Any person or organization retained or employed by a partici­
pant to solicit stockholders or any person who merely transmits proxy 
solicitating material or performs ministerial or clerical duties; 
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c. Any person employed in the capacity of attorney, accountant, or 
advertising, public relations or financial adviser, and whose activities 
are limited to the performance of his duties in the course of such 
employment; 

d. Any person regularly employed as an officer or employee of the 
insurer or any of its subsidiaries or affiliates who is not otherwise a 
participant; or 

e. Any officer or director of, or any person regularly employed by 
any other participant, if such officer, director or employee is not 
otherwise a participant. 

(c) Filing of information required by subsection (18). 1. No solici­
tation subject to subsection (11) shall be made by any person other 
than the management of an insurer unless at least 5 business days 
prior thereto, or such shorter period as the commissioner may author­
ize upon a showing of good cause therefor, there has been filed, with 
the commissioner by or on behalf of each participant in such solicita­
tion, a statement in duplicate containing the information specified by 
subsection (13) and a copy of any material proposed to be distributed 
to stockholders in furtherance of such solicitation. Where preliminary 
copies of any materials are filed, distribution to stockholders should 
be deferred until the commissioner's comments have been received 
and complied with. 

2. Within 5 business days after a solicitation subject to subsection 
(11) is made by the management of an insurer, or such longer period 
as the commissioner may authorize upon a showing of good cause 
therefor, there shall be filed with the commissioner by or on behalf 
of each participant in such solicitation, other than the insurer, and 
by or on behalf of each management nominee for director, a state­
ment in duplicate containing the information specified by subsec­
tion (13). 

3. If any solicitation on behalf of management or any other person 
has been made, or if proxy material is ready for distribution, prior to 
a solicitation subject to subsection (11) in opposition thereto, a state­
ment in duplicate containing the information specified in subsection 
(13) shall be filed with the commissioner, by or on behalf of each 
participant in such prior solicitation, other than the insurer, as soon 
as reasonably practicable after the commencement of the solicitation 
in opposition thereto. 

4. If, subsequent to the filing of the statements required by sub­
section (11) (c) 1, 2, and 3, additional persons become participants 
in a solicitation subject to this rule, there shall be filed with the com­
missioner, by or on behalf of each such person, a statement in dupli­
cate containing the information specified by subsection (13) within 3 
business days after such person becomes a participant, or such longer 
period as the commissioner may authorize upon a showing of good 
cause therefor. 

5. If any material change occurs in the facts reported in any state­
ment filed by or on behalf of any participant, an appropriate amend­
ment to such statement shall be filed promptly with the commissioner. 

6. Each statement and amendment thereto filed pursuant to sub­
section (11) (c) shall be part of the public files of the commissioner. 

(d) Solicitations prior to furnishing required written p;roxy state­
ment. Notwithstanding the provisions of subsection (5) (a), a solici-

Reg·isler, November, 1965, No. 119 



DEP AR'fMENT OF INSURANCE 193 

tation subject to subsection (11) may be made prior to furnishing 
stockholders a written proxy statement containing the information 
specified in subsection (12) with respect to such solicitation, provided 
that: 

1. The statements required by subsection (11) (c) are filed by or 
on behalf of each participant in such solicitation. 

2. No form of proxy is furnished to stockholders prior to the time 
the written proxy statement required by subsection (5) (a) is fur­
nished to such persons; provided, however, that subsection (11) (d) 
2 shall not apply where a proxy statement then meeting the require­
ments of subsection (12) has been furnished to stockholders. 

3. At least the information specified in subparagraphs 2 and 3 of 
the statements required by subsection (11) (c) to be filed by each 
participant, or an appropriate summary thereof, are included in each 
communication sent or given to stockholders in connection with the 
solicitation. 

4. A written proxy statement containing the information specified 
in subsection (12) with respect to a solicitation is sent or given stock­
holders at the earliest practicable date. 

( e) Solicitations prior to furnishing required written proxy state­
ment-filing requirements. Two copies of any soliciting- material pro­
posed to be sent or given to stockholders prior to the furnishing of 
the written proxy statement required by subsection (5) (a) shall be 
filed with the commissioner in preliminary form at least 5 business 
days prior to the date definitive copies of such material are first sent 
or given to such persons, or shorter period as the commissioner may 
authorize upon a showing of good cause therefor. 

(f) Application of section Ins 6.40 (1i1.) to report. Notwithstanding 
the provisions of subsection (5) (b) and (c), 2 copies of any portion 
of the report referred to in subsection (5) (b) which comments upon 
or refers to any solicitation subject to subsection (11) or to any par­
ticipant in any such solicitation, other than the solicitation by the 
management, shall be filed with the commissioner as proxy material 
subject to this regulation. Such portion of the report shall be filed 
with the commissioner in preliminary form at least 5 business days 
prior to the date copies of the report are first sent or given to 
stockholders. 

(12) INFORMATION REQUIRED IN PROXY STATEMENT. (a) Revocabil­
ity of proxy. State whether or not the person giving the proxy has 
the power to revoke it. If the right of revocation before the proxy is 
exercised is limited or is subject to compliance with any formal pro­
cedure, briefly describe such limitation or procedure. 

(b) Dissenters' rights of appraisal. Outline briefly the rights of 
appraisal or similar rights of dissenting stockholders with respect to 
any matter to be acted upon and indicate any statutory procedure re­
quired to be followed by such stockholders in order to perfect their 
rights. Where such rights may be exercised only within a limited time 
after the date of the adoption of a proposal, the filing of a charter 
amendment, or other similar act, state whether the person solicited 
will be notified of such date. 

(c) Persons making solicitations not subject to section Ins 6.40 
(1,1). 1. If the solicitation is made by the management of the insurer, 
so state. Give the name of any director of the insurer who has in-
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formed the management in writing that he intends to oppose any ac·­
tion intended to be taken by the management and indicate the action 
which he intends to oppose. 

2. If the solicitation is made otherwise than by the management of 
the insurer, state the names and addresses of the persons by whom 
and on whose behalf it is made and the names and addresses of the 
persons by whom the cost of solicitation has been or will be borne, 
directly or indirectly. 

3. If the solicitation is to be made by specially engaged employees 
or paid solicitors, state: 

a. The material features of any contract or arrangement for such 
solicitation and identify the parties, and 

b. The cost or anticipated cost thereof. 
(d) Interest of certain 11ersons in matters to be acted upon. De­

scribe briefly any substantial interest, direct or indirect, by stock­
holdings or otherwise, of any director, nominee for election for direc­
tor, officer and, if the solicitation is made otherwise than on behalf of 
management, each person on whose behalf the solicitation is made, in 
any matter to be acted upon other than elections to office. 

(e) Stoclcs and principal stoclcholders. 1. State, as to each class of 
voting stock of the insurer entitled to be voted at the meeting, the 
number of shares outstanding and the number of votes to which each 
class is entitled. 

2. Give the date as of which the record list of stockholders entitled 
to vote at the meeting will be determined. If the right to vote is not 
limited to stockholders of record on that date, indicate the conditions 
under which other stockholders may be entitled to vote. 

(f) Nominee8 and 1l ill'ectorrs. If action is to be taken with respect to 
the election of directoi,·s furnish the fol lowing info~·mation, in tabutm: 
form to the extent practicable, with respect to each person 1iom:inated 
for election as n dhecto1• ru1d each oth r pe1·son whose tel'm of office 
as a director will continue after the meeting: 

1. Name each such person, state when his term of office or the term 
of office for which he is a nominee will expire, and all other positions 
and offices with the insurer presently held by him, and indicate which 
persons are nominees for election as directors at the meeting. 

2. State his present principal occupation or employment and give 
the name and principal business of any corporation or other organiza­
tion in which such employment is carried on. Furnish similar infor­
mation as to all of his principal occupations or employments during 
the last 5 years, unless he is now a director and was elected to his 
present term of office by a vote of stockholders at a meeting for which 
proxies were solicited under this regulation. 

3. If he is or has previously been a director of the insurer, state the 
period or periods during which he has served as such. 

4. State, as of the most recent practicable date, the approximate 
amount of each class of stock of the insurer or any of its parents, 
subsidiaries or affiliates other than directors' qualifying shares, bene­
ficially owned directly or indirectly by him. If he is not the beneficial 
owner of any such stocks make a statement to that effect. 

(g) Remuneration and othM· transact·ions with management and 
others. Furnish the information reported or required in item 1. of 
Schedule SIS-Stockholder Information Supplement (Wis. Adm. Code 
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sect~on_ Iru! 7.01 (24) (m) ) under the heading "Informatioll Regard­
ing Management and Directo:i:s" if action is to be taket1 wlth i·espect 
to L the election of db.·e tors, 2. ::tny remuneration plan, contract Ol' 
arrangement in whiah auy directo1-, nominee for election as a director, 
01' officer of the illi!Ul'el" will participate, 3. any pension Ol: :retirement 
plan 111 whi h any such p i·soJ1 will participate, o:i: 4. Lhe granting ot· 
extension to any such person of any options, wal'rants or r ights to 
:purchase any stocks, othe1: than wal'1'ants 01· rights issuec.1 to sLock­
holders, as ·such, on u, pro l'ata basis. n the solicitation is made on 
behalf of persons other than the management information shall be 
furnished only as to item 1. A. of the afo1•esaid heading of Schedule 
SIS. 

(h) Bonus, profit shwring an_d oth<Yr remuneration plans. If action 
is to be taken with i·espect to any bonus, profit slia:ring, or other re­
muneration plan of t.he insm·er, fuurish the following information: 

t. A brief description of tl1e material i'.eatu.res of the plan, each 
class of pel·so11s who wijl Ilal•tieipate therem, the approximat numhe1· 
of pe1·smls in each such class, and the basis of such lKtrticipation. 

2. The amounts which would have been distributable undm· the plan 
during the last calendar year to a, each pei:so11 named in subsection 
(12) (g), b. dh·ectors and officers as a group, and c. to au othe1· em­
ployees as a group, jf the })Ian had been in effect. 

3. 1f the plan to be acted upon may be amended (other than by a 
vote of stockholders) in a mnn1101· which would materially increase 
the cost thereof to t he insm·er or t o mat«.>.i·ially alte1: the allocation of 
the benefits M between the groups specified in subsection (12) (h) 2 
the natme of such amendments should he s,pec.ified. 

(i) Pension and retirement plan. If action is to be taken with re­
spect to any pension or retirement plan of the insurer, furnish the 
foliowing information: 

1. A brief description of the material features of the plan, each 
class of persons who will participate therein, the approximate num­
ber of persons in each such class, and the basis of such participation. 

2. State: 
a. The approximate total amount necessary to fund the plan with 

respect to past services, the period over which such amount is to be 
paid, and the estimated annual payments necessary to pay the total 
amount over such period; 

b. The estimated annual payment to be made with respect to cur­
rent services; and 

c. The amount o:C such rumual pa.y;ments to be made for th - benefit 
of each pe.r. on named in subsection (12) (g), directors and officers as 
a group1 and employees as 11 group. 

3. r tl~e plan to be acted U}]on may be amended (other than by a 
vote of stockholders) in a manner which would nmterially increas 
the- cost thereof to the in.surer or to materially alte1· the allocation of 
the ben fi ts as between the gi·oups sp ciftecl in subsection (12) (h) 2. 
c., th naturn of such a.meudments should be specified. 

(j) Opt'iota1, wa;1·rants, O?' ri{lhts. If action is to be taken 'vi th re­
spect to the gi·anting or extension of a:ny options, warra11ts or Yights 
(nil refen•ed to hereht as "warra11,ts'i) to purchase stock of tho in­
Slll'el' or any subsid imy or affiliate, other than warrants illsu d to all 
stockholders on a pto rata basis, furnish the .followi'ng· in:fo1•malion: 
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1. The title and amount of stock called for or to be called for, the 
prices, expiration dates and other material conditions upon which the 
warrants may be exercised, the consideration received or to be re­
ceived by the insurer, subsidiary or affiliate for the granting or ex­
tension of the warrants and the market value of the stock called for 
or to be called for by the warrants, as of the latest practicable date. 

2. If known, state separately the amount of stock called for or to 
be called for by warrants received or to be received by the following 
persons, naming each such person: 

a. Each person named in subsection (12) (g), and 
b. Each other person who will be entitled to acquire 5% or more of 

the stock called for or to be called for by such warrants. 
3. If known, state also the total amount of stock called for or to 

be called for hy such wal'l'ants, received or to be received by all direc­
tors and officers of the company as a group and all employees, with­
out naming them; 

(k) Authorization oi· issuance of stock. 1. If action is to be taken 
with respect to the authorization or issuance of any stock of the in­
surer furnish the title, amount and description of the stock to be 
authorized or issued. 

2. If the shares of stock are other than additional shares of com­
mon stock of a class outstanding, fu1·ttisb a brief summary of the fol­
lowing, if applicable: dividend, voting, liquidation, preemptive, and 
conversion r ights, redemption and sinking fund provisions, interest 
rate and date of maturity. 

3. If the shares of stock to be authorized or issued are other than 
additional shares of common stock of a class outstanding, the com­
missioner may require financial statements comparable to those con­
tained in the annual report. 

(1) Mergers, consolidationa, ai;quisitions and similar matters. 1. If 
action is to be taken with l'esp ct to a merger, consolidation, acquisi­
tion, or similar matter, frunish in brief outline the following 
information: 

a. The rights of appraisal or similar Tights of dissenters with re­
spect to any matters to be acted upon . Indicate any procedure re­
quired to be followed by dissenting stockholders in order to perfect 
such rights. 

b. The material features of the plan or agreement. 
c. The business done by the company to be acquired or whose assets 

are being acquired. 
d. If available, the high and low sales prices for each quarterly 

period within 2 years. 
e. The percentage of outstanding shares which must approve the 

transaction before it is consummated. 
2. For each company involved in a merger, consolidation or acquisi­

tion, the following financial statements should be furnished: 
a. A comparative balance sheet as of the close of the last 2 fiscal 

years. 
b. A comparative statement of operating income and expenses for 

each of the last 2 fiscal years and, as a continuation of each state­
ment, a statement of earning per share after related taxes and cash 
dividends paid per share. 

c. A pro forma combined balance sheet and income and expenses 
statement for the last fiscal year giving effect to the necessary 
adjustments with respect to the resulting company. 
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(m) Restatement of accounts. If action is to be taken with respect 
to the restatement of any asset, capital, or surplus of the insurer, 
furnish the following information: 

1. State the nature of the restatement and the date as of which it 
is to be effective. 

2. Outline briefly the reasons for the restatement and for the selec­
tion of the particular effective date. 

3. State the name and amount of each account affected by the re­
statement and the effect of the restatement thereon. 

(n) Matters not required to be submitted. If action is to be taken 
with respect to any matter which is not required to be submitted to 
a vote of stockholders, state the nature of such matter, the reason for 
submitting it to a vote of stockholders and what action is intended to 
be taken by the management in the event of a negative vote on the 
matter by the stockholders. 

(o) Amendment of charter, by-laws, or other documents. If action 
is to be taken with respect to any amendment of the insurer's charter, 
by-laws or other documents as to which information is not required 
above, state briefly the reasons for and general effect of such amend­
ment and the vote needed for its approval. 

(13) INFORMATION TO BE INCLUDED IN STATEMENTS FILED BY OR ON 
BEHALF OF A PARTICIPANT (OTHER THAN THE INSURER) IN A PROXY 
SOLICITATION IN AN ELECTION CONTEST. (a) lnsuver. State the name 
and address of the insurer. 

(b) Identity and background. 1. State the following: 
a. Your name and business address. 
b. Your present principal occupation or employment and the name, 

principal business and address of any corporation or other organiza­
tion in which such employment is carried on. 

2. State the following: 

a. Your residence address. 
b. Information as to all material occupations, positions, offices or 

employments during the last 10 years, giving starting and ending 
dates of each and the name, principal business and address of any 
business corporation or other business organization in which each 
such occupation, position, office or employment was carried on. 

3. State whether or not you are or have been a participant in any 
other proxy contest involving this company or other companies within 
the past 10 years. If so, identify the principals, the subject matter and 
your relationship to the parties and the outcome. 

4. State whether or not, during the past 10 years, you have been 
convicted in a criminal proceeding (excluding traffic violations or 
similar misdemeanors) and, if so, give dates, nature of conviction, 
name and location of court, and penalty imposed or other disposition 
of the case. A negative answer to this subparagraph need not be in­
cluded in the proxy statement or other proxy soliciting material. 

(c) Interest in stock of the insurer. 1. State the amount of each 
class of stock of the insurer which you own beneficially, directly or 
indirectly. 

2. State the amount of each class of stock of the insurer which you 
own of record but not beneficially. 
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3. State with respect to the stock specified in subsection (13) (c) 
1. and 2. the amounts acquired within the past 2 years and the dates 
of acquisition and the amounts acquired on each date. 

4. Ii any pa1:~ of the purchase price or market value of any of the 
stock specified in subsection (13)(c) 3. is rep ·esented by funds bor­
row d 01· otherv11se obtained for the purpose of acquiring or holding 
suc11 stock, so state and indicate the amount of the indebtedness as of 
the latest practicable date. If such funds were borrowed or obtained 
otherwise than pursuant to a margin account or bank loan in the reg­
ular course of business of a bank, broker or dealer, briefly describe 
the transaction, and state the names of the parties. 

5. Slate whether 01· :not you are a party to any contracts, anange­
mcnt8 or understandhigs with any pe:rson with respect to any stock of 
the insurer, including but not Jin1)ted to joint ventures, loan or option 
a '.rrangements, in1ts or calls, guarantees against loss o.r gua1·antees of 
profits, division of losses or profits, 01· t11e giving or withholding of 
proxies. I! so, name the persons wl.th whom such contracts, arrang·e­
inents, or underst1111clings exist and give the details thereof. 

6. State the amount of stock of the insurer owned beneficially, di­
rectly or indirectly, by each of your associates and the name . and 
address of each such associate. 

7. State the amount of each class of stock of any parent, subsidiary 
or affiliate of the insurer which you own beneficially, directly or 
indirectly. 

(d) Further matte1·s. 1. Describe the tin1e and circumstances under 
which you became a participant in the. solicitation and state the nature 
and extent of your activities or proposed activities ns a participant. 

2. Describe briefly, und where p~·acticable state t11e approximate 
amount of, a11y mate;rial interest, dil'ect or indirect, of yourself and 
of each of your associn.tes in a11y material tra11sactions since the be­
ginning of the company's last fiscal yea],', or Jn any material proposed 
transactions, to which the company or any of its subsicUaries or affili­
ates was or is to be a party. 

3. State whether or not you or any of your associates have any 
arrangement or understanding with any person. 

a. With respect to any future employment by the insurer or itil 
subsidiaries or affiliates; or 

b. With respect to any future transactions to which the insurer or 
any of its subsidiaries or affiliates will or may be a party. If so, 
describe such arrangement or understanding and state the names of 
the parties thereto. 

(e) Signature. The statement shall be dated and signed in the fol­
lowing manner: 

I certify that the statements made in this statement are true, com­
plete, and correct, to the best of my knowledge and belief. 

(Date) (Signature of participant or 
authorized representative) 

History: Cr. Reg·ister, November, 1965, No. lf9, eff. 12-1-65. 
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Ins 6.41 Insider trading· of equity securities of domestic stock 
insurers. (1) DEFINITIONS. (a) Insurer means any domestic insur­
ance company with an equity security subject to the provisions of 
section 201.105, Wis. Stats., and not exempt thereunder. 

(b) Officer means a president, vice president, treasurer, actuary, 
secretary, contrnller and any other pe1·son who performs for the in­
surer functions corresponding to tho3e performed by the foregoing 
officers. 

(c) Equity security means any stock or similar security; or any 
voting trust certificate or certificate of deposit for such a security; 
or any security convertible, with or without consideration, into such 
a security, or carrying any warrant or right to subscribe to or pur­
chase such a security; or any such warrant or right. 

(d) Securities held of record. 1. For the purpose of determining 
whether the equity securities of an insurer are held of record by 
100 or more persons, securities shall be deemed to be "held of record" 
by each person who is identified as the owner of such securities on 
records of security holders maintained by or on behalf of the insurer, 
subject to the following: 

a. In any case where the records of security holders have not been 
maintained in accordance with accepted practice, any additional per­
son who would be identified as such an owner on such records if they 
had been maintained in accordance with accepted practice shall be 
included as a holder of record. 

b. Securities identified as held of record by a corporation, a part­
nership, a trust whether or not the trustees are named, or other 
organization shall be included as so held by one person. 

c. Securities identified as held of record by one or more persons 
as trustees, executors, guardians, custodians or in other fiduciary 
capacities with respect to a single trust, estate or account shall be 
included as held of record by one person. 

d. Securities held by 2 or more persons as co-owners shall be 
included as held by one person. 

e. Each outstanding unregistered or bearer certificate shall be in­
cluded as held of record by a separate person, except to the extent 
that the insurer can establish that,. if such securities were registered, 
they would be held of record, under the provisions of this rule, by 
a lesser number of persons. 

f. Securities registered in substantially similar names where the 
insurer has reason to believe because of the address or other indi­
cations that such names represent the same person, may be included 
as held of record by one person. 

2. Notwithstanding subsection (1) (e) 1: 
a. Securities held, to the knowledge of the insurer, subject to a 

voting trust, deposit agreement or similar arrangement shall be in­
cluded as held of record by the record holders of the voting trust 
certificates, certificates of deposit, receipts or similar evidences of 
interest in such securities; provided, however, that the insurer may 
rely in good faith on such information as is received in response to 
its request from a nonaffiliated insurer of the certificates or evidences 
of interest. 

b. If the insurer knows or has reason to know that the form of 
holding securities of record is used primarily to circumvent the pro-
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v1s1ons of section 201.105, Wis. Stats., the beneficial owners of such 
securities shall be deemed to be the record owners thereof. 

(e) Class means all securities of an insurer which are of substan­
tially similar character and the holders of which enjoy substantially 
similar rights and privileges. 

(2) TRANSACTIONS EXEMPTED FROM THE OPERATION OF SECTION 
~ 201.105 (2), Wis. STATS. Any acquisition or disposition of any equity 

security by a director or officer of an insurer within 6 months prior 
to the date on which section 201.105, Wis. Stats., became applicable 
with respect to the equity securities of such insurer shall not ·be sub­
ject to the operation of section 201.105, (2), Wis. Stats. 

(3) REGULATIONS UNDER SECTION 201.105 (1), WIS. STATS. 
(a) Firing of statements. Initial statements of beneficial ownership 

of equity securities required by section 201.105 (1), Wis. Stats., shall 
be filed on the form prescribed by Wis. Adm. Code section Ins 6.42. 
Statements of changes in such beneficial ownership required by sec­
tion 201.105 (1), Wis. Stats., shall be filed on the form prescribed 
by Wis. Adm. Code section Ins 6.43. All such statements shall be 
prepared and filed in accordance with the requirements of the appli­
cable form. 

(b) Ownership of more than 10% of an equity secwrity. In deter­
mining, for the purpose of section 201.105 (1), Wis. Stats., whether 
a person is the beneficial owner, directly or indirectly, of more than 
10% of any class of any equity security, such class shall be deemed 
to consist of the total amount of such class outstanding, exclusive of 
any securities of such class held by or for the account of the insurer 
or a subsidiary of the insurer; except that for the purpose of deter­
mining percentage ownership of voting trust certificates or certificates 
of deposit for equity securities, the class of voting trust certificates 
or certificates of deposit shall be deemed to consist of the amount of 
voting trust certificates or certificates of deposit issuable with respect 
to the total amount of outstanding equity securities of the class which 
may be deposited under the voting trust agreement or deposit agree­
ment in question, whether or not all of such outstanding securities 
have been so deposited. For the purpose of this subsection (3) (b) 
a person acting in good faith may rely on the information contained 
in the latest annual statement form, prescribed by Wis. Adm. Code 
section Ins 7.01 ( 5), filed with the commissioner with respect to the 
amount of securities of a class outstanding or in the case of voting 
trust certificates or certificates of deposit the amount thereof issuable. 

(c) Discladmer of beneficial ownership. Any person filing a state­
ment may expressly declare therein that the filing of such statement 
shall not be construed as an admission that such person is, for the 
purpose of section 201.105, Wis. Stats., the beneficial owner of any 
equity securities covered by the statement. 

(d) -Exemptions from section 201.105 (1) and (2), Wis. Stats. 1. 
During the period of 12 months following their appointment and 
qualification, securities held by the following persons shall be exempt 
from Section 201.105 (1) and (2), Wis. Stats.: 

a. Executors or administrators of the estate of a decedent; 
b. Guardians or committees for an incompetent; and 
c. Receivers, trustees in bankruptcy, assignees for the benefit of 

creditors, conservators, liquidating agents, and other similar persons 
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duly authorized by law to administer the estate or assets of other 
persons. 

2. After the 12-month period following their appointment or quali­
fication the foregoing persons shall be required to file reports with 
respect to the securities held by the estates which they administer 
under section 201.105 (1), Wis. Stats., and shall be liable for profits 
realized from trading in such securities pursuant to section 201.105 
(2), Wis. Stats., only when the estate being administered is a bene­
ficial owner of more than 10% of any class of equity security of an 
insurer subject to section 201.105, Wis. Stats. 

3. Securities reacquired by or for the account of an insurer and 
held by it for its account shall be exempt from section 201.105 (1) 
and (2), Wis. Stats., during the time they are held by the insurer. 

(e) Exemption fr0'1n 201.105, Wis. Stats., of securities purcha.qed 
or sold by odd-lot dealers. Securities purchased or sold by an odd-lot 
dealer in odd lots so far as reasonably necessary to carry on odd-lot 
transactions or in round lots to offset odd-lot transactions previously 
or simultaneously executed or reasonably anticipated in the usual 
course of business, shall be exempt from the provisions of section 
201.105, Wis. Stats., with respect to participation by such odd-lot 
dealer in such transactions. 

(f) Certain transactions subject to section 201.105 (1), Wis. Stafa. 
The acquisition or disposition of any transferable option, put, call, 
spread or straddle shall be deemed such a change in the beneficial 
ownership of the security to which such privilege relates as to require 
the filing of a statement reflecting the acquisition or disposition of 
such privilege. Nothing in this subsection (3) (f), however, shall 
exempt any person from filing the statements required upon the exer­
cise of such option, put, call, spread or straddle. 

(g) Ownership of securities held in trust. 1. Beneficial ownership 
of a security for the purpose of section 201.105 (1), Wis. Stats., 
shall include: 

a. The ownership of securities as a trustee where either the trustee 
or members of his immediate family have a vested interest in the 
income or corpus of the trust, 

b. The ownership of a vested beneficial interest in a trust, and 
c. The ownership of securities as a settlor of a trust in which the 

settlor has the power to revoke the trust without obtaining the con­
sent of all the beneficiaries. 

2. Except as provided in subsection (3) (g) 3, beneficial owner­
ship of securities solely as a settlor 01· beneficiary of a trust shall 
be exempt from the provisions of section 201.105 (1), Wis. Stats., 
where less than 20% in market value of the securities having a read­
ily ascertainable market value held by such trust, determined as of 
the end of the preceding fiscal year of the trust, consists of equity 
securities with respect to which reports would otherwise be required. 
Exemption is likewise accorded from section 201.105 (1), Wis. Stats., 
with respect to any obligation which would otherwise be imposed 
solely by reason of ownership as settlor or beneficiary of securities 
held in trust, where the ownership, acquisition, or disposition of such 
securities by the trust is made without prior approval by the settlor 
or beneficiary. No exemption pursuant to this subsection (3) (g) 2. 
shall, however, be acquired or lost solely as a result of changes in 
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the value of the trust assets during any fiscal year or during any 
time when there is no transaction by the trust in the securities other­
wise subject to the reporting requirements of section 201.105 (1), 
Wis. Stats. 

3. In the event that 10% of any class of any equity security of 
an insurer is held in a trust, that trust and the trustees thereof as 
such shall be deemed a person required to file the reports specified 
in section 201.105 (1), Wis. Stats. 

4. Not more than one report need be filed to report any holdings 
or with respect to any transaction in securities held by a trust, regard­
less of the number of officers, directors or 10% stockholders who are 
either trustees, settlors, or beneficiaries of a trust, provided that the 
report filed shall disclose the names of all trustees, settlors and bene­
ficiaries who are officers, directors or 10% stockholders. A person 
having an interest only as a beneficiary of a trust shall not be required 
to file any such report so long as he relies in good faith upon an 
understanding that the trustee of such trust will file whatever reports 
might otherwise be required of such beneficiary. 

5. As used in this subsection (3) (g) the "immediate family" of 
a trustee means : 

a. A son or daughter of the trustee, or a descendant of either, 
b. A stepson or stepdaughter of the trustees, 
c. The father or mother of the trustee, or an ancestor of either, 
d. A stepfather or stepmother of the trustee, 
e. A spouse of the trustee. 

For the purpose of determining whether any of the foregoing rela­
tions exists, a legally adopted child of a person shall be considered 
a child of such person by blood. 

6. In determining, for the purposes of section 201.105 (1), Wis. 
Stats., whether a person is the beneficial owner, directly or indirectly, 
of more than 10% of any class of any equity security, the interest 
of such person in the remainder of a trust shall be excluded from 
the computation. 

7. No report shall be required by any person, whether or not other­
wise subject to the requirement of filing reports under section 201.105 
(1), Wis. Stats., with respect to his indirect interest in portfolio 
securties held by: 

a. A pension or retirement plan holding securities of an insurer 
whose employees generally are the beneficiaries of the plan, 

b. A business trust with over 25 beneficiaries. 
8. Nothing in this subsection (3) (g) shall be deemed to impose 

any duties or liabilities with respect to reporting any transaction 
or holding prior to its effective date. 

(h) Exemption for small transactions. 1. Any acquisition of secu­
rities shall be exempt from section 201.105 ( 1), Wis. Stats., where: 

a. The person effecting the acquisition does not within 6 months 
thereafter effect any disposition, otherwise than by way of gift, of 
securities of the same class, and 

b. The person effecting such acquisition does not participate in 
acquisitions or in dispositions of securities of the same class having 
a total market value in excess of $3,000 for any 6 months' period 
during which the acquisition occurs. 
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2. Any acquisition or disposition of securities by way of gift, where 
the total amount of such gifts does not exceed $3,000 in market value 
for any 6 months' period, shall be exempt from section 201.105 (1), 
Wis. Stats., and may be excluded from the computations prescribed 
in subsection (3) (h) 1. b. 

3. Any person exempted by subsection (3) (h) 1. or 2. shall include 
in the first report filed by him after a transaction within the exemp­
tion a statement showing his acquisitions and dispositions for each 
6 months' period or portion thereof which has elapsed since his last 
filing. 

(i) Exemption fr<nn section 201.105 (2), Wis. Stats., of tmnsactions 
which need to be reported under section 201.105 (1), Wis. Stats. Any 
transaction which has been or shall be exempted from the require­
ments of section 201.105 (1), Wis. Stats., shall, insofar as it is other­
wise subject to the provisions of section 201.105 (2), Wis. Stats., be 
likewise exempted from section 201.105 (2), Wis. Stats. 

( 4) REGULATIONS UNDER SECTION 201.105 (2), WIS. STATS. 

(a) Exemption from section 201.105 (2), Wis. Stats., of certain 
transactions effected in connection with a distribution. 

1. Any transaction of purchase and sale, or sale and purchase, of 
a security which is effected in connection with the distribution of a 
substantial block of securities shall be exempt from the provisions 
of section 201.105 (2), Wis. Stats., to the extent specified in this 
subsection (4) (a) as not comprehended within the purpose of sec­
tion 201.105 (2), Wis. Stats., upon the following conditions: 

a. The person effecting the transaction is engaged in the business 
of distributing securities and in participating in good faith, in the 
ordinary course ,of such business, in the distribution of such block 
of securities; 

b. The security involved in the transaction is a part of such block 
of securities and is acquired by the person effecting the transaction, 
with a view to the distribution thereof, from the insurer or other 
person on whose behalf such securities are being distributed or from 
a person who is participating in good faith in the distribution of 
such bl~k of securities; or a security purchased in good faith by 
or for the account of the person effecting the transaction for the pur­
pose of stabilizing the market price of securities of the class being 
distributed or to cover an over-allotment or other short position cre­
ated in connection with such distribution; and 

c. Other persons not within the purview of section 201.105 (2), 
Wis. Stats., are participating in the distribution of such block of 
securities on terms at least as favorable as those on which such per­
son is participating and to an extent at least equal to the aggregate 
participation of all persons exempted from the provisions of section 
201.105 (2), Wis. Stats., by this subsection ( 4) (a). However, the 
performance of the functions of manager of a distributing group 
and the receipt of a bona fide payment for performing such functions 
shall not preclude an exemption which would otherwise be available 
under this subsection ( 4) (a). 

2. The exemption of a transaction pursuant to this subsection ( 4) 
(a) with respect to the participation therein of one party thereto 
shall not render such transaction exempt with respect to participa-
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tion of any other party therein unless such other party also meets 
the conditions of this subsection (4) (a). 

(b) Exemption from section 201.105 (2), Wis. Stats., of acquisi­
tions of shares of stock and stock options under certain sfock bonus, 
8tock option or similar plans. Any acquisition of shares of stock (other 
than stock acquired upon the exercise of an option, warrant or right) 
pursuant to a stock bonus, profit sharing, retirement, incentive, thrift, 
savings or similar plan, or any acquisition of a qualified or a restricted 
stock option pursuant to a qualified or a restricted stock option plan, 
or a stock option pursuant to an employee stock purchase plan, by a 
director or officer of an insurer issuing such stock or stock option 
shall be exempt from the operation of section 201.105 (2), Wis. Stats., 
if the plan meets the following conditions: 

1. The plan has been approved, directly or indil'ectly, 
a. By the affirmative votes of the holders of a majority of the secu­

rities of such insurer present, or represented, and entitled to vote at 
a meeting held in accordance with the applicable laws of the state of 
Wisconsin, or 

b. By the written consent of the holders of a majority of the secu­
rities of such insurer entitled to vote: provided, however, that if such 
vote or written consent was not solicited substantially in accordance 
with Wis. Adm. Code section Ins 6.40 in effect at the time of such 
vote or written consent, the insurer shall furnish in writing to the 
holders of record of the securities entitled to vote for the plan sub­
stantially the same information concerning the plan which would be 
required by any such rules and regulations so prescribed and in effect 
at the time such information is furnished, if proxies to be voted with 
respect to the approval or disapproval of the plan were then being 
solicited, on or prior to the date of the first annual meeting of secu­
rity holders held subsequent to the later of the date section 201.105, 
Wis. Stats., first applies to such insurer; or the acquisition of an 
equity security for which exemption is claimed. Such written infor­
mation may be furnished by mail to the last known address of the 
security holders of record within 30 days prior to the date of mail­
ing. Four copies of such written information shall be filed with, or 
mailed for filing to, the commissioner not later than the date on which 
it is first sent or given to security holders of the insurer. For the 
purposes of subsection ( 4) (b) 1. b., the term "insurer" includes a 
predecessor corporation if the plan or obligations to participate there­
under were assumed by the insurer in connection with the succession. 

2. If the selection of any director or officer of the insurer to whom 
stock may be allocated or to whom qualified, restricted or employee 
stock purchase plan stock options may be granted pursuant to the 
plan, or the determination of the number or maximum number of 
shares of stock which may be allocated to any such director or officer 
or which may be covered by qualified, restricted or employee stock 
purchase plan stock options granted to any such director or officer, is 
subject to the discretion of any person, then such discretion shall be 
exercised only as follows: 

a. With respect to the participation of directors 
I. By the board of directors of the insurer, a majority of which 

board and a majority of the directors acting in the matter are dis­
interested persons; 
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II. By, or only in accordance with the recommendations of, a com­
mittee of 3 or more persons having full authority to act in the matter, 
all of the members of which committee are disinterested persons; or 

III. Otherwise in accordance with the plan, if the plan specifies 
the number or maximum number of shares of stock which directors 
may acquire or which may be subject to qualified, restricted or em­
ployee stock purchase plan stock options granted to directors and 
the terms upon which, and the times at which, or the periods within 
which, such stock may be acquired or such options may be acquired 
and exercised; or sets forth, by formula or otherwise, effective and 
determinable limitations with respect to the foregoing based upon 
earnings of the insurer, dividends paid, compensation received by par­
ticipants, option prices, market value of shares, outstanding shares 
or percentages thereof outstanding from time to time, or similar 
factors. 

b. With respect to the participation of officers who are not directors 
I. By the board of directors of the insurer or a committee of 3 or 

more directors; or 
II. By, or only in accordance with the recommendations of, a com­

mittee of 3 or more persons having full authority to act in the matter, 
all of the members of which committee are disinterested persons. 
For the purpose of this subsection ( 4) (b) 2., a director or committee 
member shall be deemed to be a disinterested person only if such 
person is not at the time such discretion is exercised eligible and has 
not at any time within one year prior thereto been eligible for selec­
tion as a person to whom stock may be allocated or to whom quali­
fied, restricted or employee stock purchase plan stock options may be 
granted pursuant to the plan or any other plan of the insurer or 
any of its affiliates entitling the participants therein to acquire stock 
or qualified, restricted or employee stock purchase plan stock options 
of the insurer or any of its affiliates. 

c. The provisions of this subsection (4) (b) 2. shall not apply with 
respect to any option granted, or other equity security acquired, prior 
to the date that section 201.105 (1), (2), and (3), Wis. Stats., first 
become applicable with respect to any class of equity securities of 
any insurer. 

3. As to each participant or as to all participants the plan effec­
tively limits the aggregate dollar amount or the aggregate number 
of shares of stock which may be allocated, or which may be subject 
to qualified, restricted, or employee stock purchase plan stock options 
granted, pursuant to the plan. The limitations may be established on 
an annual basis, or for the duration of the plan, whether or not the 
plan has a fixed termination date; and may be determined either by 
fixed or maximum dollar amounts or fixed or maximum numbers of 
shares or by formulas based upon earnings of the insurer, dividends 
paid, compensation received by participants, option prices, market 
value of shares, outstanding shares or percentages thereof outstand­
ing from time to time, or similar factors which will result in an 
ffective and detenninable limitation. Such limitations may be sub­

ject to any p:covisio11s for adjustment of the plan or of stock allocable 
01· options outstanding thereunder to prevent d ilution or enlargement 
of i·ights. 

4. Unless the context otherwise requires, all terms used in this 
subsection (4) (b) shall have the same meaning as in section 201.105, 
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Wis. Stats., and in subsection (1). In addition, the following defini­
tions apply: 

a. The term "plan" includes any plan, whether or not set forth 
in any formal written document or documents and whether or not 
approved in its entirety at one time. 

b. The defintion of the terms "qualified stock option" and "employee 
stock purchase plan" that are set forth in sections 422 and 423 of 
the Internal Revenue Code of 1954, as amended, are to be applied 
to those terms where used in this subsection ( 4) (b). The term 
"testricted stock option" as defined in section 424 (b) of the Internal 
Revenue Code of 1954, as amended, shall be applied to that term as 
used in this subsection ( 4) (b), provided, however, that for the pur­
poses of this subsection (4) (b) an option which meets all of the con­
ditions of section 424 (b) of the Internal Revenue Code of 1954, as 
amended, other than the date of issuance shall be deemed to be a 
"restricted stock option." 

(c) Exemption from section 201.105 (2), Wis. Stats., of certain 
transactions in which secu1•ities (J//'e received by redeeming other secu­
rities. Ahy acquisition of an equity security (other than a convertible 
secutity or right to purchase a security) by a director or officer of 
the insured issuing such security shall be exempt from the operation 
of section 201.105 (2), Wis. Stats., upon condition that 

1. The equity security is acquired by way ef redemption of another 
security of an insurer substantially all of whose assets other than 
cash (or Government bonds) consist of securities of the insurer issu­
ing the equity security so acquired, and which 

a. Represented substantially and in practical effect a stated or read­
ily ascertainable amount of such equity security, 

b. Had a value which was substantially determined by the value 
of such equity security, and 

c. Conferred upon the holder the right to receive such equity secu­
rity without the payment of any consideration other than the secu­
rity redeemed ; 

2. No security of the same class as the security redeemed was 
acquired by the director or officer within 6 months prior to such re­
demption or is acquired within 6 months after such redemption; 

3. The insurer issuing the equity security acquired has recognized 
the applicability of subsection (4) (c) 1. by appropriate corporate 
action. 

(d) Exemption of long term profits incident to sales within 6 
months of the exercise of an option. 

1. To the extent specified in subsection (4) (d) 2., the commis­
sioner hereby exempts as not comprehended within the purposes of 
section 201.105 (2), Wis. Stats., any transaction or transactions in­
volving the purchase and sale, or sale and purchase, of any equity 
security where such purchase is pursuant to the exercise of an option 
or similar right either acquired more than 6 months before its exer­
cise; or acquired pursuant to the terms of an employment contract 
entered into more than 6 months before its exercise. 

2. In respect of transactions specified in subsection ( 4) ( d) 1. the 
profits inuring to the insurer shall not exceed the difference between 
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the pl'oceeds of sale and the lowest market price of any secul'ity of 
the same class within 6 months before or after the date of sale. Noth­
ing in this subsection ( 4) ( d) shall be deemed to enlarge the amount 
of profit which would inurn to such insurer in the absence of this sub­
section ( 4) ( d). 

3. The commissioner also hereby exempts, as not comprehended 
within the purposes of section 201.105 (2), Wis. Stats., the disposi­
tion of a seaurity, purchased in a transaction specified in subsection 
(4) (d) 1., pursuant to a plan or agreement for mei·ger 01· consoli­
dation, or reclassification of the insurer's securities, or for the ex­
change of its securities for the securities of another person which 
has acquired its assets, or which is in control, as defined in section 
368 ( c) of the Internal Revenue Code of 1954, of a person which has 
acquired its assets, where the terms of such plan or agreement are 
binding upon all stockholders of the insurer except to the extent that 
dissenting stockholders may be entitled, under statutory provisions or 
provisions contained in the certificate of incorporation, to receive the 
appraised or fair value of their holdings. 

4. The exemptions provided by this subsection (4) (d) shall not 
apply to any transaction made unlawful by section 201.105 (3), Wis. 
Stats., or by any rules and regulations thereunder. 

5. The burden of establishing market price of a security for the 
purpose of this subsection ( 4) (cl) shall rest upon the person claiming 
the exemption. 

(e) Exemption from section 201.105 (2), W·is. Stats., of certU;in 
acqu;isi'.tions and dfapositfons of securities pnrsu.wnt to merger or con­
solidation.~. 1. The following transactions shall be exempt from the 
provisions of section 201.105 (2), Wis. Stats., as not comprehended 
within its purpose: 

a. The acquisition of a security of an insurer, pursuant to a merger 
or consolidation, in exchange for a security of a company which, prior 
to said merger or consolidation, owned 85% or more of the equity 
securities of all other companies involved in the merger or consolida­
tion except, in the case of consolidation, the resulting company; 

b. The disposition of a security, pursuant to a merger or consoli­
dation of an insurer which, prior to said merger or consolidation, 
owned 85% or more of the equity securities of all other companies 
involved in the merger or consolidation except, in the case of con­
solidation, the resulting company; 

c. The acquisition of a security of an insurer, pursuant to a merger 
or consolidation, in exchange for a security of a company which, 
prior to said merger or consolidation, held over 85% of the combined 
assets of all the companies undergoing merger or consolidation, com­
puted according to their book values prior to the merger or consoli­
dation as determined by reference to their most recent available finan­
cial statements for a 12-month period prim· to the merger or consoli­
dation. 

d. The disposition of a security, pursuant to a merger or consoli­
dation, of an insurer which, prior to said merger or consolidation, 
held over 85 % of the combined assets of all the companies under­
going merg•er oi· consolidation, cornvutecl according to their book values 
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prior to merger or consolidation, as determined by reference to their 
most recent available financial statements for a 12-month period prior 
to the merger or consolidation. 

2. A merger within the meaning of this subsection (4) (e) shall 
include the sale or purchase of substantially all the assets of one 
insurer by another in exchange for stock which is then distributed 
to the security holders of the insurer which sold its assets. 

3. Notwithstanding the foregoing, if an officer, director or stock­
holder shall make any purchase (other than a purchase exempted 
by this subsection (4) (e)) of a security in any company involved 
in the merger or consolidation and any sale (other than a sale ex­
empted by this subsection (4) (e)) of a security in any other com­
pany involved in the merg·ei: or consolidation within any period of 
less than 6 months duii ng which the merger or consolidation took 
place, the exemption provided by this subsection ( 4) ( e) shall be 
unavailable to such officer, director, or stockholder. 

(f) Exemption fv()f/'/'/, section 201.105 (2), Wis. Stats., of certain 
securities received upon surrender of simillllr equity securities. Any 
l'eceipt by a person from an insurer of shares of stock of a class· 
having general voting power, upon the sunender by such pe1·son of 
an equal number of shares of stock of the insurer of a class whiah 
does not have general voting power, pursua,1t to p rovisions of t h 
insurer's certificate of incorporation, for the purpose of and accom­
panied simultaneously or followed immediately by the sale of the 
shares so received, shall be exempt from the operation of section 
201.105 (2), Wis. Stats., as a transaction not comprehended within 
its purpose, if the following conditions exist: 

1. The pe1·son so receiving such shares is not an officer or director, 
or the beneficial owner, directly or indirectly, immediately prior to 
such receipt, of more than 10% of an equity security of the insurer; 

2. The shares surrendered and the shares issued upon such sur­
render shall be of classes which are freely transferable and entitle 
the holders thereof to participate equally per share in all distributions 
of earnings and assets; 

3. The surrender and issuance are made pursuant to provisions of 
a certificate of incorporation which requires that the shares issued 
upon such surrender shall be registered upon issuance in the name 
of a person or persons other than the holder of the shares surrendered 
and may be required to be issued as the right only in connection 
with the public offering, sale and distribution of such shares and the 
immediate sale by such holder of such shares for that purpose, or in 
connection with a gift of such shares; 

4. Neither the shares. so surrendered nor any shares of the same 
class, nor other shares of the same class as those issued upo11 such 
surrender, have been or are purchased (otherwise than in a trans­
action exempted by this subsection ( 4) (f)), by the person surrender­
ing such shares, within 6 months before or after such surrender or 
issuance. 

(g) Ex.emption from section 201.105 (2), Wis. Stats., of c1Wtain 
transactions involving an exchange of similar securities. Any acqui­
sition or disposition of securities made in an exchange of shares of a 
class (or series thereof) of stock of an insurer for an equivalent num-
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her of shal'es of another class (or series thereof) of stock of the same 
insurer, pursuant to a right of convel'sion under the terms of the 
insurer's articles of incorporation or other governing instruments 
shall be exempt from the ope1·ation of section 201.105 (2), Wis. 
Stats., if 

l. 'l'he shares s~1neml red a11cl those acqni1·erl in exchange Lherefo1· 
evidence snbstanLia lly the same r ightR and pr ivileges except tl~t, 
pursuant to ihe p1•ovisions of the insu ror's articles of incorporation 
01· other governing· instruments, the board of dll:ecf:ors may declare 
and pay a less i· illvitlend per shar · on shar s of th cla~s sunen lerecl 
than on shares of the class acquired in exchange therefor, or may 
declare and pay no dividend on shares of the class surrendered; and 

2. The transaction was effected in contemplation of a public sale of 
the shares acquired in the exchange; provided that this subsection 
(4) (g) shall not be construed to exempt from the operation of sec­
tion 201.105 (2), Wis, Stats., any purchase or sale of shares of the 
class surrendered and any sale or purchase of shares of the class 
acquired in the exchange (otherwise than in the transaction of ex­
change exempted by this subsection (4) (g)) within a period of less 
than 6 months. 

(5) REGULATIONS UNDER SECTION 201.105 (3), WIS. STATS. 

(a) Eo;ernl)Hon of r'(Tfuin secwrilies fl'om, .~oct·ion 201.105 ( ), Wis. 
Stats. Any security s.hall be exempt from the opel·at1~µ of section 
201.10~ (3), Wis. Stal.a ., to the extent necessai:y to render lawful 
under such section tho execution by a hroker of an 01·der for an 
account in which he has no direct or indirect interest. 

(b) Eo;em.ption f?'O'rn se()tion 201.105 (9), Wis. Stats., of c.ertain 
t i·ci·nsaotions eD'cctt.Jct in cinni ('tion wil'h a dist;ribii,tion .. Any secUl'.ity 
shall be r..xempt from ~he operal;ion of sec1..io11 201,105 (3), Wli:. Stats., 
to the exjient 11ecesmiry to nmder lawful unde1· such section any sale 
made by or on bohalf of a dealer in connection with_ a clistribution of 
a substantial block of securities, upon the following conditions: 

1. The sale is r epresented by an over-allotment in which the dealer 
is participating as a member of an underwriting group, or the dealer 
or a person acting on his behalf intends in good faith to offset such 
sale with a security to be acquired by or on behalf of the dealer iis a 
participant in an underwriting, se1Tu1g or soliciting-dealer group of 
whicll l:he dealer is a memuei; a~ the time of the sale, whether or not 
the secu1·Lty to be so acqnired is subject to a prior offering to existing 
security holders or some other class of pens.ans; and 

2. Other persons not within the purview of section 201.105 (3), Wis. 
Stats., are participating in the distribution of such block of securities 
on terms at least as favora.ble as those on which such dealer is pa1·­
ticipating and to an extent at least qual to the aggregate participa­
tion of all persons cxemptec\ from the provisions of section 201.105 
(3), Wis. Stats., by this subsection (5) (h). However, the perform­
ance of the :fi.n1ctions of manager of a ilirit.ributing group and the 
receipt of a bona '(ide payment ;for pm:forming such functions shall 
not preclude an e~em]ltion which would otherwise be available under 
this subsection ( 5) (b). 

(c) Exemption frnm 8erNon !!01,105 (:J), W-is St(~ts., ·of sales of 
sec1witics t:o be acquired. 

Heg·istel', August, 19GG, No. 128 
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1. Whenever any person is entitled, as an incident to his owner­
ship of an issued security and without the payment of consideration, 
to receive another security "when issued" or "when distributed," the 
security to be acquired shall be exempt from the operation of section 

~ 201.105 ( 3), Wis. Stats., provided that: 

a. The sale is made subject to the same conditions as those attach­
ing to the right of acquisition, and 

b. Such person exercises reasonable diligence to deliver such secu­
rity to the purchaser promptly after his right of acquisition matures, 
and 

c. Such person reports the sale on the appropriate form for report­
ing transactions by persons subject to section 201.105 (1), Wis. Stats. 

2. This subsection (5) (c) shall not be construed as exempting 
transactions involving both a sale of a security "when issued" or 
"when distributed" and a sale of the security by virtue of which the 
selle.r ax.11ects to J:eceive the "when-issued" 01· "when-distributed" secu­
r ity, if the 2 tranAactions combined result in a sale of more units than 
the aggt·egate of those O\vn d by the selle · plus those to be received 
by Jrim pursmrnt to his i·ight of acquisition. 

(6) REGULATION UNDER SECTION 201.105 (5), WIS. STATS. 

(a) A?·bith·age f!ra·1t.~aot1'rms mid1w section 201 .105 (5), Wis. Stats. 
It shall be unlawful :fo1· any director 01· officer of an insurer to efl'ect 
any foreign 01· domestic arbitrage transact.ion in any equity security of 
su h insur r, irnless he shall include such transaction in the state­
ments required by section 201.105 (1), Wis. Stats., and shall account 
to such insurer for t.he profits a1·i sing from such transaction, as pro­
vided in sectjon 201.105 (2), Wis . Stats. The provisions of se<:tion 
201.105 (3), Wis. Stats., shall 110t apply to such arbitrage transac­
tions. 'l'he p1,ovisions of section 201.105, Wis. Stats., shall not apply 
to nny bona fide forejgn, or domestic ai:lJitl;age insofar as it is effected 
by any person other tban such director o:i: officer of the insure~·. 

Notes C-o.vlos of 1jJN[T'filD STATES CODE, title 26, Internal Revenue 
Code of 19G4 u.s amended to date of adoption of the above section, sec­
tions 3G8 (c ) , 422. '123 a ud 42•1,{b). are ava!lable for Inspection at the 
office of t he t nffw·ll.nce epa.rlmcnt, U1e Secretary of State, and the Re­
visor of Statutes, or the code ma.y be_procured for personal u 1.1 from 
the U. S. GQve·rnment Pr inting Ofl:lce, Wasllington, D. C. 

History1 Cr. Register, August, 1966, No. 128, eff. 9-1-66. 

Ins 6.'12 Initial statement of beneficial owuersh.ip of 11ecurities. (1) 
PJiJRSONS U.EQUU!ED 'l'O FILE STATEMEN'l'S, A statement on Form 3 
(shown at the end of this l:ule) of b.1itial statement of beneficial own­
ershlp of secu1·lties is .required to be filed by every person wJ10 is 
clirectly or i11diJ'ectly the beneficial owner of more than 10% of any 
class of any equit.-y security of a domestic stock insm·ance company, 
or who is a director or an officer of such a company. 

(2) WHEN STATEJMEN'l'S ARE 'l'O nEJ l!'LLEU. (a) Beginning September 
1, 1966, persons who 1told any of the nlationships specified in sub­
section (1) are r equil:ed to file a statement within 10 days after 
assuming such relationship. Statements are not deeDled to hClve been 
filed with the commissioner until they have actually been received 
by him. 

Register, Aug·ust, 1966, No. 128 
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(b) Persons who held any of the relationships specified in subsec­
tion (1) as of January 31, 1966, or who assumed such relationship(s) 
during the period of January 31, 1966, through August 31, 1966, are 
required to file such initial statement of beneficial ownership of secu­
rities by September 10, 1966. 

(3) WHERE STATEMENTS ARE TO BE FILED. One signed copy of each 
statement shall be filed with the commissioner of insurance, 4802 
Sheboygan A venue, Madison, Wisconsin 53702. 

(4) SEPARATE STATEMENT FOR EACH COMPANY. A separate statement 
shall be filed with respect to the securities of each company. 

(5) RELATIONSHIP OF REPORTING PERSON TO COMPANY. Indicate 
clearly the relationship of the reporting person to the company; for 
example, "Director", "Director and Vice President", "Beneficial owner 
of· more than 10% of the company's common stock", etc. 

(6) DATE AS OF WHICH BENEFICIAL OWNERSHIP IS TO BE GIVEN. The 
information as to beneficial ownership of securities shall be given as 
of January 31, 1966, or, in the case of persons who subsequently 
assume any of the relationships specified in subsection (1), as of 
the date that relationship was assumed. 

(7) TITLE OF SECURITY. The statement of the title of a security 
shall be such as clearly to identify the security even though there 
may be only one class; for example, "Class A Common Stock". 

(8) NATURE OF OWNERSHIP. Under "Nature of ownership", state 
whether ownership of the securities is "direct" or "indirect". If the 
ownership is endirect, i.e., through a partnership, corporation, trust 
or other entity, indicate, in a footnote or other appropriate manner, 
the name or identity of the medium through which the" securities are 
indirectly owned. The fact that securities are held in the name of 
a broker or other nominee does not, of itself, constitute indirect owner­
ship. Securities owned indirectly shall be reported on separate lines 
from those owned directly and also from those owned through a dif­
ferent type of indirect ownership. 

(9) STATEMENT OF AMOUNT OWNED. In stating the amount of secu­
rities beneficially owned, give the face amount of debt securities or 
the number of shares or other units of other securities. In the case 
of securities owned indirectly, the entire amount of securities owned 
by the partnership, corporation, trust or other entity shall be stated. 
The person whose ownership is reported may, if he so desires, also 
indicate in a footnote, or other appropriate manner, the extent of his 
interest in the partnership, corporation, trust or other entity . 

(10) INCLUSION OF ADDITIONAL INFORMATION. A statement may 
include any additional information or explanation deemed relevant 
by the person filing the statement. 

(11) SIG~ATURE. If the statement is filed for a corporation, part­
nership, trust, etc., the name of the organization shall appear over 
the signature of the officer or other pe1·son autho1ized to sign the 
statement. If the statement is filed for an individ ual, it shall be signed 
by him or specifically on his behalf by a parso t1 authorized to sign for 
him, 

Rel;l"ister, August, l966, No, 128 
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State of Wisconsin 
Commissioner of Insurance 

Form 3 

INITIAL STATEMENT OF BENEFICIAL OWNERSHIP 
OF SECURITIES 

(Filed pursuant to Wisconsin Administrative Code section Ins 6.42) 

(Name of insurance company) 

(Name of person whose ownership is reported) 

(Business address of such person; street, city, state, zip code) 

Relationship of such person to company named above. (See Ins 6.42 ( 5) ) 

Date of event which requires the filing of this statement. (See Ins 6.42(6)) 

--- --------- -
Securities Beneficially Owned 

Title of Security 
(See Ins 6.42 (7)) 

Amount Owned 
Nature of Ownership Beneficially 
(See Ins 6.42(8)) (See Ins 6.42(9)) 

Remarks: (See Ins 6.42 ( 10) ) - ---

I affirm under penalty of perjury that 
the foregoing is full, true, and correct. 

Date of statement ______ _ _ 
Signature 

Register, August, 1966, No. 128 
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Ins 6.43 Statement of changes in beneficial ownership of securities. 
(1) PERSONS REQUIRED TO FILE STATEMENTS. Statements on Form 4 
(shown at the end of this rule) of changes in beneficial ownership 
of securities are required to be filed by every person who at any time 
during any calendar month was directly or indirectly the beneficial 
owner of more than 10% of any class of equity security of a domestic 
stock insurance company, or by a director or officer of the company 
which is the issuer of such securities, and who during such month 
had any change in his beneficial ownership of any class of equity 
security of such company. 

(2) WHEN STATEMENTS ARE TO BE FILED. (a) Beginning September 
1, 1966, statements are required to be filed on or before the 10th day 
after the end of each month in which any change in beneficial owner­
ship has occurred. Statements are not deemed to have been filed with 
the commissioner until they have actually been received by him. 

(b) Statements for each month for the period January 31, 1966, 
through August 31, 1966, in which any changes in beneficial owner­
ship have occurred shall be filed by September 10, 1966. 

(3) WHERE STATEMENTS ARE TO BE FILED. One signed copy of each 
statement shall be filed with the commissioner of insurance, 4802 She­
boygan Avenue, Madison, Wisconsin 53702. 

(4) SEPARATE STATEMENTS FOR EACH COMPANY. A separate state­
ment shall be filed with respect to the securities of each company. 

(5) RELATIONSHIP OF REPORTING PERSON TO COMPANY. Indicate 
clearly the relationship of the reporting person to the company; for 
example, "Director", "Director and Vice President'', "Beneficial owner 
of more than 10% of the company's common stock", etc. 

(6) TRANSACTIONS AND HOLDINGS TO BE REPORTED. Every transac­
tion shall be reported even though purchases and sales during the 
month are equal or the change involves only the nature of ownership; 
for example, from direct to indirect ownership. Beneficial ownership 
at the end of the month of all classes of securities required to be 
reported shall be shown even though there has been no change dur­
ing the month in the ownership of securities of one or more classes. 

(7) TITLE OF SECURITY. The statement of the title of the security 
shall be such as clearly to identify the security even though there 
may be only one class; for example, "Class A Common Stock". 

(8) DATE OF TRANSACTION. The exact date (month, day and year) 
of each transaction shall be stated opposite the amount involved in 
the transaction. 

(9) STATEMENT OF AMOUNTS OF SECURITIES. In stating the amount 
of the securities acquired, disposed of, or beneficially owned, give 
the face amount of debt securities or the number of shares or other 
units of other securities. In the case of securities owned indirectly, 
i.e., through a partnership, corporation, trust or other entity, the 
entire amount of securities involved in the transaction or owned by 
the partnership, corporation, trust or other entity shall be stated. The 
person whose ownership is reported may, if he so desires, also indi­
cate in a footnote, or other appropriate manner, the extent of his 
interest in the transaction or holdings of the partnership, corpora­
tion, trust or other entity. 

Register, August, 1966, No. 128 
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(10) NATURE OF OWNERSHIP. Under "Nature of ownership", state 
whether ownership of the securities is "direct" or "indirect". If the 
ownership is indirect, i.e., through a partnership, corporation, trust 
or other entity, indicate in a footnote, or other appropriate manner, 
the name or identity of the medium through which the securities are 
indirectly owned. The fact that securities are held in the name of a 
broker or other nominee does not, of itself, constitute indirect owner­
ship. Securities owned indirectly shall be reported on separate lines 
from those owned directly and from those owned through a different 
type of indirect ownership. 

(11) CHARACTER OF TRANSACTION. If the transaction was with the 
issuer of the securities, so state. If it involved the purchase of securi­
ties through the exercise of options, so state and give the exercise 
price per share. If any other purchase or sale was effected otherwise 
than in the open market, that fact shall be indicated. If the trans­
action was not a purchase or sale, indicate its character; for example, 
gift, 5% stock dividend, etc., as the case may be. The foregoing infor­
mation may be appropriately set forth in the table or under "Re­
marks" at the end of the table. 

(12) INCLUSION OF ADDITION AL INFORMATION. A statement may 
include any additional information or explanation deemed relevant 
by the person filing the statement. 

(13) SIGNATURE. If the statement is filed for a corporation, part­
nership, trust, etc., the name of the organization shall appear over 
the signature of the officer or other person authorized to sign the 
statement. If the statement is filed for an individual, it shall be signed 
by him or specifically on his behalf by a person authorized to sign 
for him. 

Register, August, 1966, Na. 128 
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State of Wisconsin 
Commissioner of Insurance 

Form 4 

198q 

STATEMENT OF CHANGES IN BENEFICIAL OWNERSHIP 
. OF SECURITIES 

(Filed pursuant to Wisconsin Administrative Code section Ins 6.43) 

(Name of insurance company) 

(Name of person whose ownership is reported) 

(Business address of such person; street, city, state, zip code) 

Relationship of such pers.on to company named above. (See Ins 6.43(5)) 

·----------

Statement of Calendar Month of ------------• 19 _____ _ 

Changes During Month and Month-End Ownership (See Ins 6.43(6)) 

Title ot 
Security 
Ins 6.43(7) 

Date of 
Transaction 
Ins 6.43 (8) 

Amount Bought 
or otherwise 
acquired 
Ins 6.43(9) 

Remarks: (See Ins 6.43 ( 11)) 

-----------~--------· 

Amount Sold 
or otherwise 
disposed of 
Ins 6.43(9) 

Nature of 
Ownership 
Ins 6.43 (10) 

Amount Owned 
beneficially 
at end ot 
month 
Ins 6.43 (9) 

I affirm under penalty of perjury that 
the foregoing is full, true, and correct. 

Date of statement ----
Signature · 

Hl•tol'J"I Cr. Register, August, 1966, No. 128, ett. 9-1-66. 

Register, December, 1967, No. 144 
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Ins 6.50 Exarll.aination and licensing of insurance agents. (1) PUR­
POSE. This rule sets forth the kinds of insurance agents' licenses to 
be issued as provided in section 209.04 (3) (d), Wis. Stats., and 
establishes the procedures to be followed in conducting examinations 
of applicants for agents' licenses as provided in sections 206.41 ( 4) 
(b) and 209.04 (2) (b), Wis. Stats. 

(2) KINDS OF LICENSES. The following insurance agents' licenses 
shall be issued, each authorizing the solicitation of the kind or kinds 
of insurance as classified in section 201.04, Wis. Stats., and indicated 
respectively: 

(a) Fire a'Y/Jd allied lines insurance-as described in section 201.04 
(1), (2), (12), and (14), Wis. Stats. (Includes the lines of insurance 
listed in subsection (2) (b) and (c) of this rule.) 

(b) Hail insurance-one of the insurances described in section 
201.04 (1), Wis. Stats. 

(c) Windstorm insurance-one of the insurances described in sec­
tion 201.04 (1), Wis. Stats. 

(d) Life insurance-as described in section 201.04 (3), (3a), (3b) 
an_d- (3c), Wis. Stats. 
- ( e) Credit life insurance-as described in section 201.04 ( 3c), 
Wis. Stats. 

(f) Disability insurance'-as described in section 201.04 ( 4) and 
(4a), Wis. Stats. 

(g) Credit accident and sickness insurance-as described in section 
201.04 ( 4a), Wis. Stats. 

(h) Casualty insuranoe-as described in section 201.04 (5) and 
(6), 201.04 (7), except bail bond insurance, and 201.04 (8), (9), 
(10), (11), (13), (15), (16), (17), (18) and (19), Wis. Stats. 
(Includes the lines of insurance listed in subsection (2) (i), (j), 
(I), (m), and (n) of this rule.) 

(i) Steam boiler insuranoe-as described in section 201.04 ( 6), 
Wis. Stats., and such insurance described in section 201.04 (18), 
Wis. Stats., as shall be written in connection therewith. 

(j) Fid!elity and surety insurance-as described in section 201.04 
(7), Wis. Stats., except bail bond insurance. 

(k) Bail bond insurance-one of the insurances described in sec­
tion 201.04 (7), Wis. Stats. 

(I) Title insurance-as described in section 201.04 (8), Wis. Stats. 
(m) Automobile insurance-as described in section 201.04 (15), 

Wis. Stats., and such insurance described in section 201.04 (18), 
Wis. Stats., as shall be written in connection therewith. 

(n) Mortgage guaranty insurance-as described in section 201.04 
(19), Wis. Stats. 

(3) EXAMINATION PROCEDURES. The following shall apply to the 
qualification examinations for insurance agents' licenses: 

(a) Kinds of examinations. A written examination shall ·be re­
quired for each kind of license listed in subsection (2), except that 
no examination shall be required for credit life insurance as provided 
in section 206.41 (4) (b) 3, Wis. Stats., or for windstorm insurance 
as provided in section 209.04 (2) (b), Wis. Stats. 

ReglsteT, December, 1967, No. 144 

• 

• 



• 

DEPARTMENT OF INSURANCE 198s 

('b) Gra<:les. 'f'he passing grade on all examinations is 70. When 
an applicant passes an examination, a grade of "pass" is to be indi­
cated on the application. When an applicant fails an exam:ination, 
t he numerical grade is to be indicated on the application . Results 
will be mailed to the applicant. 

(c) Frequency. If the applicant fails the first examination, he 
must wait at least 5 days from the date of the first examination be­
fore taking a second examination of the same kind. For all lines ex­
cept life, upon failure to pass the same kind of examination a sec­
ond time, the applicant must wait at least 30 days from the date of 
the second examination before repeating the examination procedure. 
For life insurance, the applicant must wait at least 6 months from 
the date of the second examination, as required by section 206.41 
(4) (b) 2, Wis. Stats. 

( d) Time and place of examinations. 1. Examination for life in­
surance agents' licenses may be taken in the office of the commissioner 
of insurance any work day. Applicants must report between 7:45 
and 10: 30 a.m. or between 12 : 30 and 3 : 15 p.m. 

2. Examinations for all kinds of insurance agents' licenses will 
be administered at 9 :30 a.m. on the second Saturday of each month 
at the following examination centers: Eau Claire, Green Bay, Madi­
son, Milwaukee, Oshkosh, Platteville, Racine, Rhinelander, Superior. 

3. Examinations for all kinds of insurance agents' licenses will 
be adm:inistered at 9:30 a.m. on the fourth Saturday of each month 
at the following examination centers: La Crosse, Madison, Milwaukee, 
Rice Lake, Stevens Point. 

4. The center in each city shall be indicated on the "Notice to 
Report for Examination" (Form 11-4B) (Wis. Adm. Code section Ins 
7.01 ( 4) (m)) sent each applicant. 

5. Applicants who do not live in Wisconsin will be examined 
through arrangement with the insurance regulatory authority of 
their state of residence. 

History: Cr. Register, December, 1967, No. 144, eff. 1-1-68; r. and 
recr. (3) (d), Register, November, 1971, No. 191, eff. 12-1-71. 

Ins 6.51 Group coverage discontinuance and replacement. (1) PUR­
POSE. The purpose of this rule is to promote the fail' and equitable 
treatment of group policyholders, insurance companies, nonprofit serv­
ice plans, protected persons, claimants and the general public by set­
ting forth principles and procedures applicable in providing coverage 
when a group or group type insurance contract is discontinued or 
repfaced. This rule interprets and implements, including but not lim­
ited to ~e follo;wing W:\Pconsin statutes: Sections 200.26 (3) (c); / 
201.045; 204.32; 204.321; 206.60; 206.Gl; 206.64; and 601.01 (3) (b). 

(2) SCOPE. This rule shall apply to all insurance policies issued or 
provided by an insurance company under authority of sections 201.04 
(3)' or 201.04 (4), Wis. Stats., on a group or group type basis cover­
ing persons as employees of employers or as members of unions or 
associations and to subscriber contracts issued \)r prnvided by an 
organization under auth01·ity of section 200.26, Wis. Stats., on a 
group or group type basis cove1·ing persons as employees of employers 
or as members of unions 01· associations. 

(3) DEFINITION. The term "group type basis" means a benefit plan, 
other than "salary savings" or "salary budget" plans, utilizing indi-

Hegistcw, OclohPt', 1U7~, No. 202 
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vidual insurance policies or subscriber contracts, which meets the 
following conditions: 

(a) Coverage is provided through insurance policies or subscriber 
contracts to classes of employees or members defined in terms of con­
ditions pertaining to employment or membership. 

(b) The coverage is not available to the general public and can 
be obtained and maintained only because of the covered person's 
membership in or connection with the particular organization or 
group. 

(c) There are arrangements for bulk payment of premiums or 
subscription charges to the insurer or non-profit service organization. 

(d) There is sponsorship of the plan by the employer, union, or 
association. 

( 4) EFFECTIVE DATE OF DISCONTINUANCE FOR NON-PAYMENT OF 
PREMIUM OR SUBSCRIPTION CHARGES. (a) If a policy or contract sub­
ject to this rule provides for automatic discontinuance of the policy 
or contract after a premium or subscription charge has remained 
unpaid through the grace period allowed for such payment, the car­
rier shall be liable for valid claims for covered losses incurred prior 
to the end of the grace period. 

(b) If the actions of the carrier after the end of the grace period 
indicate that it considers the policy or contract as continuing in force 
beyond the end of the grace period (such as, by continuing to recog­
nize claims subsequently incurred), the carrier shall be liable for 
valid claims for losses beginning prior to the effective date of writ­
ten notice of discontinuance to the policyholder or other entity respon­
sible for making premium payments or submitting subscription 
charges to the carrier. The effective date of discontinuance shall not 
be prior to midnight at the end of the third scheduled work day after 
the date upon which the notice is delivered. 

(5) REQUIREMENTS FOR NOTICE OF DISCONTINUANCE. (a) Any notice 
of discontinuance so given by the carrier shall include a request to 
the group policyholder or other entity involved to notify employees 
covered under the policy or subscriber contract of the date as of 
which the group policy or contract will discontinue and to advise that, 
unless otherwise provided in the policy or contract, the carrier shall 
not be liable for claims for losses incurred after such date. Such no­
tice of discontinuance shall also advise, in any instance in which the 
plan involves employee contributions, that if the policyholder or other 
entity continues to collect contributions for the coverage beyond the 
date of discontinuance, the policyholder or other entity may be held 
solely liable for the benefits with respect to which the contributions 
have been collected. 

(b) The carrier will prepare and furnish to the policyholder or 
other entity at the same time a supply of a notice form to be dis­
tributed to the employees or members concerned indicating such dis­
continuance and the effective date thereof, and urging the employees 
or members to refer to their certificates or contracts in order to de­
termine what rights, if any, are available to them upon such dis­
continuance. 

(6) EXTENSION OF BENEFITS. (a) Every group policy or other con­
tract subject to this rule hereafter issued, or under which the level 
of benefits is hereafter altered, modified, or amended, must provide 

Register, October, 1972, No. 202 
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a reasonable pl'Ovision for extension of benefits in the event of total 
disabiHty at the date of discontinuance of the group policy or contract 
during the continuance of total disability as required by the follow­
ing paragraphs of this section. 

(b) In the case of a group or group type life plan which contains 
a disability benefit extension of any type (e.g., premium waiver ex­
tension, extended death benefit in event of total disability, or pay­
ment of income for a specified period during total disability), the 
discontinuance of the policy shall not operate to terminate such 
extension. 

( c) In the case of a group or group type plan providing benefits 
for loss of time from work or specific indemnity during hospita.l con­
finement, discontinuance of the policy during a disability shall have 
no effect on benefits payable for that disability or confinement. 

( d) In the case of hospital or medical expense coverages other 
than dental and maternity expense, a reasonable extension of bene­
fits or accrued liability provision is required. Such a provision will 
be considered reasonable if it provides an extension of at ,least 12 
months under major medical and comprehensive medical type cover­
ages, and under other types of hospital or medical expense coverages 
provides either an extension of at least 90 days or an accrued liability 
for expenses incurred during a period of disability or during a period 
of at least 90 days starting with a specific event which occurred 
while coverage was in force (e.g., an accident). 

(e) Any .applicable extension of benefits or accrued liability shaM 
be described in any policy or contract involved as well as in group 
insurance certificates. The benefits payable during any period of 
extension or accrued liability may be subject to the policy's or con­
tract's regular benefit limits (e.g., benefits ceasing at exhaustion of 
a benefit period or of maximum benefits). 

(7) CONTINUANCE OF COVERAGE IN SITUATIONS INVOLVING REPLACE­
MENT OF ONE CARRIER BY ANOTHER. (a) This section shaU indicate the 
carrier responsible for liability in those instances in which one car­
rier's contract replaces a plan of similar benefits of another. 

(b) Liability of prior carrier. The prior carrier remains liable 
only to the extent ·of its accrued liabilities and extensions of benefits. 
The position of the prior carrier sh.all be the same whether the group 
policyholder or other entity involved secures replacement coverage 
from a new carrier, self-insures, or foregoes the provision of coverage. 

( c) Liability of succeeding carrier: 
1. Each person who is eligible for coverage in accordance with 

the succeeding carrier's plan of benefits (in respect of classes eligible 
and actively at work and non-confinement rules) shall be covered by 
that carrier's plan of benefits. 

2. Each person not covered under the suc1'.eding carrier's plan 
of benefits in accordance with subparagraph 1. above must neverthe­
less be covered by the succeeding carrier in accordance with the fol­
lowing rules if such individual was validly covered (including bene­
fit extension) under the prior plan on the date of discontinuance and 
if such individual is a member of the class or classes of individuals 
eligible for coverage under the succeeding carrier's plan. Any refer­
ence in the fol.lowing rules to an individual who was or was not 
totally disabled is a reference to the individual's status immediately 
prior to the date the succeeding carrier's coverage becomes effective. 

Register, October, 1972, No. 202 
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a. The minimum level of benefits to be provided by the succeeding 
carrier shall be the applicable level of benefits of the prior carrier's 
plan reduced by any benefits payable by the prior pJan. 

b. Coverage must be provided by the succeeding carrier until at 
least the earliest of the following dates: 

i) The date the individual becomes eligible l}nder the succeeding 
carrier's plan as described in subparagraph 1. ' above. 

ii) For each type of coverage, the date the individual's coverage 
would terminate in accordance with the succeeding carrier's plan 
provisions applicable to individual termination of coverage (e.g., at 
termination of employment or ceasing to be an eligible dependent, as 
the case may be) . 

iii) In the case of an individual who was totally disabled, and in 
the case of a type of coverage for which subsection ( 6) requires an 
extension or accrued liability, the end of any period of extension 
or accrued )iability which is required of the prior carrier by sub­
section ( 6) 1 or, if the prior canier's policy or contract is not subject 
to that section, would have been required of that carrier had its 
policy or contract been subject to subsection ( 6) at the time the 
prior plan was discontinued and replaced by the succeeding carrier's 
plan. 

3. In the case of a pre-existing conditions limitation included in 
the succeeding carrier's plan, the level of benefits applicable to pre­
existing conditions of persons becoming covered by the succeeding 
carrier's plan in accordance with this subsection during the period 
of time this limitation applies under the new plan shall be the 
lesser of 

a. The benefits of the new plan determined without application 
of the pre-existing conditions limitation; and 

b. The benefits of the prior plan. 
4. The succeeding canier, in applying any deductibles or waiting 

periods in its plan, shall give credit for the satisfaction or partial 
satisfaction of the same 01· similar provisions under a prior plan 
providing similar benefits. In the case of deductible provisions, the 
credit shall apply for the same or ove1fapping benefit periods and 
shall be given for expenses actually incurred and applied against the 
deductible provisions of the prior carrier's plan during the 90 days 
preceding the effective date of the succeeding canier's plan but only 
to the extent these expenses are recognized under the terms of the 
succeeding carrier's plan and are subject to a similar deductible 
provision. 

5. In any situation where a dete1·mination of the prior carrier's 
benefit is required by the succeeding carrier, at the succeeding car­
rier's request the prior canier shail furnish a statement of the bene­
fits available or pertinent information, sufficient to permit verifica­
tion of the benefit determination or the determination itself by the 
succeeding carrier. For the purposes of this section, benefits of the 
prior plan will be determined in accordance with all of the defini­
tions, conditions, and covered expense provisions of the prior plan 
rather than those of the succeeding plan. The benefit determination 
will be made as if coverage had not been replaced by the succeeding 
carrier. 
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( 8) EFFECTIVE DATE. This rule sha11 apply to all insurance policies 
.and subscriber contracts subject to the rule which are issued or re­
newed on or after January 1, 1973. 

Htatory1 Cr. Register, October, 1972, No. 202, eff, 11-1-72. 
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