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COMMISSIONER OF INSURANCE

Chapter Ins 6
GENERAL

Foreign company to operate 2
years bofore admission (p. I81)
Company to transact a kind of in.
surance 2 years before admission
{p. 182}

Filing of property and casualty
insurance forms (p. 182)
Insurance policy language simpli-
fication {p. 184}

Prohibited acts by captive agents
of lending institutions and others
(p. 184-3)

Insurance agents advisory coun-
cil (p. 187)

Insurance claim settfement prac-
tices (p. 187)
Gualification
189)

Public inspection of records and
reports {p. 190)

Regulation of sueplus lines insur-
ance {p. 191)

Reporting and payment of tax by
unauthorized insurers transact-
ing business in violation of law
(p. 195)

Reporting and taxation of di-
rectly placed unauthorized insur-
ance {p. 195)

Investments of insurance compa-
nies {p. 199)

Joint underwriting and joint re-
insurance associations (p, 204)
Instructions for uniform classifi-
cations of expenses of fire and
marine and casualty and surety
insurers {p, 205)
Interpretations of the instrue-
tions for uniform classifications
of expenses of fire and marine
and casually and surety insurers
{p. 246)

Proxies, consents and authoriza-
tions of domestic siock insurers
(p. 251)

Insider trading of equity securi-
ties of domestic stock insurers {p,
262)

Initial statement of beneficial
ownership of securities (p. 273)
Statement of changes in benefi-
cial ownership of securities (p.
276)

of actuaries {p.
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Kinds of individual intermedi-
ary-agent licenses (p, 278)
Group coverage discontinuance
and replacement {(p. 279)
Biographical data relating to
company officers and directors
(p. 282-3)

Prohibited classification of risks
for rating purposes (p. 286)
Discrimination based on sex; un-
fair trade practice (p. 287)
Listing of insurance agents by in-
surers {p. 289)

Licensing of corporations and
partnerships as insurance in-
tormediaries {p. 290)

Licensing of individuals as agents
{p. 295}

Intermediaty records (p. 298)
Regulation charge {p. 296-1)
Insurance marketing intermedi-
ary-hroker {p. 296-1)

Licensing and examination of in-
termediary-broker (p. 300)
Proper exchange of business (p.
301}

Unfair discrimination in life and
disability insurance based on
physical or mental impairment
(p. 304)

Unfair discrimination based on
geographic location or age of risk
(p. 304-1)

Cembinations of lines and classes
of insurance {p. 304-2)

Risk limitations (p. 304-2)
Reinsurance (p, 304-3)
Buretyship and risk limitationa of
surety obligations {p. 805)
Classifications of insurance (p.
306)

Grounds for disapproval of and
authorized clauses for fire, inland
marine and other property insur-
ance forms. (p. 307)

Exemption from midierm can-
cellation requirements (p. 311)
Exemption from filing of rates
{p. 311}

Advisory councils {p. 312)
Retention of records (p. 312-1)

Ins 6.01 Foreign company to operate 2 years bhefore admission.
Experience has demonstrated that until a company has engaged in the
business of insurance 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 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 business in Wisconsin will be considered until it has continu-
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ously transacted the business of insurance for at least 2 years immedi-
ately prior to the making of such appligation for license.

Ins 6.02 Company to transact a kind of insurance 2 years hefore
admission. (1) Experience has 'défrioil‘strated that until a company has
engaged in a kind of insurance or in another kind of insurance of the
same class for al least 2 years, there is not a sufficient basis upon which
to form a judgment as to whether its methods arid practices in ‘the con-
duect 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 policy-
holders and the people of this state. Therefore, no application of a for-
eign insurance company or mutual benefit society for a license to trans-
act a kind of insurance business in Wisconsin will be considered until it
has contmuously 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 1mmedlate!y prior to makmg such apph-
cation. For the purposes hereof, insurance 1s divided into kinds of insur-
ance according to the provisions of s, Ins 6.756 each subsection setting
forth a separate kind, and into classes of insurance upon the basis of and
including the said kinds as follows:

(2} Fire insurance includes the kinds in s. Ing 8. 75 (2} (a)

(b} Life insurance includes the kinds in s. Ins 6.76 (1) {a) and (b)
but excluding all insurance on the health of persons other than that au-
thorized in s. 627.06, Stats., and s. Tns 6.70,

(¢} Casualty insurance includes the kinds in s. Ins 6.75 (2) (¢}
through (n).

(2) Provided, however, that nothing herein shall preclude considera-
tion of an apphcatlon to transact the kind of insurance in Ins 6.75 (1)
(e} or (2) (c) if the applicant company has transacted any of the kinds
of insurance in Ins 6.75 (1} {a) and (b} or (2) (d), (&), {k) and (n)
continuously for 2 years immediately prior to the making of application
i&m)' !lcense to transact the kind of insurance in Ins 8,75 (1) (e} or (2)

¢

History: 1-2-58; emerg. am. eff. 6-22-76; am. Registar, September, 1976, No. 249, elf. 10.1-
76; am. Register, March, 1979, Ne, 279, eff. 4-1-79.

Ins 6.05 Filing of property and casually insurance forms. (1)
Purpose. This rule is intended to implement and interpret s. 631,20,
Stats., for the purpose of establishing filing procedures for certain prop-
erty and casualty insurance policy forms.

(2) Score. The requirements of this rule shall apply to insurance
forms as defined in s. 600.03 {21), Stats., to be used to provide any of the
lines or classes of insurance listed in Ins 6.75 (2) (), (d), (), (), (&),
(h}, (i}, G), (O, (m) and (n).

(3) Derinertons, In this rule, unless the context otherwiée requires,
the following words and terms shall have the following meanings:

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

(b) “Basic policy forms” shall mean the basic insurance contracts
used by any insurer including coverage parts or forms necessary to com-
plete the contracts, amendatory endorsements needed to effect statu-
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{c) Property insurance—as deseribed ins. Ing 6.75 (2) (a) and (b);

( ld) Casualty insurance as 'described in s, Ins6.75 (2) (d) through
ny);

(e) Credit life and credit accident and sxelmess insurance as descrlbed
in ss. Ins 6.75 (1) (a) 1. and (1) {c) 1. or (2) (c) 1.;

(g) Automoblle insurance—as describecl ins. Ins 6,75 (2} {e);
(h) Tltle insurance—as descrlhed ins. Ins 6 75 (2) (h);

(i) Town mutual non- property insurance—as descnbed in 8. 612 31
(8), Stats. .

History: Cr, Reglst-er December, 1967, No. 144, eff, 1.1- 68 r. and recr. (3) ), Regleter.
November, 1971, No. 181, eff. 12-1-71: am. (2} {o}, Register, February, 1973, No. 208, off, 3-
1-78; am. (2) (h) Reg:ster, September, 1973, Neo. 213, eff, 10-1-73; cr. (2) (0}, Register, May,
1975, No. 233, off. 6-1-76; emerg. am. (1), (2), (3) (a) and {c}, eff. 6-22-76; ara. (1}, (2), ()
ta) and (c}, Reglstar. September, 1976, Neo. 249, eff. 10-1-76; r. and recr,, Registér, August,
1977, No., 260 off, 9-1-77; x. (2), (f) Regmter, October, 1981, No 310, aff 1.1 81

Ins 6.51 Group life and disability coverage termmatlon and re-
placement, (1} Purpose. This section is intended to promote the fair
and equitable treatment of grou po]lcyholders, insurers, employes and
dependents, and the general public by setting out procedures to be fol-
lowed when a group life or disability insurance policy is termmated or
replaced and to interpret ss. 632.79 and 632.897, Stats. Sepete

“(2) Scope. This séction shall apply to all group life and group disabil-
ity policies covering employes or employes and dependents; issued by
ingurers providing insurance as defined in 5. Ins 6.75 {1} (a) or (c) or
(2) (c}. It shall apply to blanket policies only if they provide 24-hour
coverage for both injury and sickness; any blanket policy; covering any
type of group, which provides for renewal shall be subject to subs. (4)
and (5); any blanket policy covering students of a college or university,

ardless of whether it provides for reriewal, shall be subject to subs.

% and (7). Subsection (4) {(a) shall apply only to group pollcles as
def:ned in sub. (3) {(c) 2.

(3 DEF]NITIONS A{a), “Blanket pohcy” lxas the meanmg m 8., 600 03
(35} (0), Stats. .. . g

(b) “Employe means an emp]oye of an employer or & member of a
union or assoclatlon or a student of a college oruniversity. = . -

{c} “Group polacy 1. Means a policy or contract covering employes
issued by an insurer to an employer, labor union, assoeciation or trust
fund or, in the case of a blanket pollcy, a college or unlver31ty, or a group
type plan, except: that B

i s .
L

2 In sub, 4) (a) means only a pohcy or contriel issued by an instirer
or a s, 185.981, Stats co-operative or a group type plan issued by a ch.
613, Stats., corporatmn providing hospital, surgical or medical expense
coverage to or on behalf of an employer.

d) A "group pohcy prov:dmg medlcal expense coverage does not
include a policy providing coverage for dental, vision. care, hearlng care
or prescription drug expense coverage only.
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{e) “Group policyholder” means an employer, labor union, associa-
tion, trust fund or other entity respnsible for making group policy pre-
mium payments to an insurer.

{f) “Group type plan” means an insurance plan usmg mdmdual pol:-
cies which meets the following conditions:

1. Coverage is provided to classes of employes defined in terms of con-
ditions pertaining to employment or membership. -

2, The coverage is not available to the general public and can be ob-
tained and maintained only because of the covered person 's connectlon
with a particular organization or. group, :

3. Premiums are paid by the group pohcyholder to the insurer on be-
half of covered employes, and .

~4, An employer, union, assocxatton or frust fund sponsors or autho-
rizes the plan. . .

%} “Indmdual policy” means an mdmdual or famnly poltey or sub-
seriber. .contract issued by an insyrer, .. . - _ .

) (h) “Insurer means an ‘ingurgnce company subject to chs 631 and
'632 Stats , OF a servnce msurance corporation subject to ch 613 Stats

(1) “Premmm means a polley premium ora subscrlber contract sub-
seription fee, 7 b . Lol oo

(j) “Pre-existing condition’ means a disease or, physical condition in-
'clucfmg pregnancy which.manifested itself prior to. the effective date of
coverage through medical diagnosis-or treatment or the existence of
symptoms which would cause an ordmarliy prudent person 10, seek dlag-
nosis or treatment. ;- Soon : .

(k) "Vahdlty covered” means’ ‘that the mdmdual mvolved was ‘cov-
‘ered and ‘met. all policy requirements regarding eligibility for coverage,
as opposed to an individual who ‘was covered wnthout havmg met all such
requirements. ‘ .

{4) EFFECTIVE DATE OF TERMINATION FOR NON-PAYMENT OF PREMIUM;
NOTICE OF TERMINATION; LIABILITY OF INSURKE. (a) A group policy subject
tos. 632,79, Stats., as defined in sub. (3) (b) 2. may not be terminated by
the insurer unless it has provided the termination notices required by s.
632.79 (2}, Stats,, except as provided in s. 632.79 (5), Stat. Thei insurer
szg?ilg)e liable for valid claims for covered losses as prowded ins, 632,79

tats,. .

(b) Under a froup pohcy other than one subject to s. 632 79, Stats
the insurer shall e liable for valid claims for covered losses mcurred
prior to the end of the grace period provided in the policy. This provision
does not prevent a group policyholder from giving written notice of ter-
mination of the group policy, prior to the termination date, in accord-

amée with the group policy terms, to reduce or ehmmate the grace pe-
rio

(¢) 1.Thei insurer shall also be llable for valid clalms for covered losses
beginning prior to the effective date of written notice of termination to
the group policyholder if, aftér the end of the grace perlod provnded in
the policy:
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-a. It continues to recognize claimg subsequently incurred for which
recognition is not requlred by an apphcable extension of ¢ coverage prow-
sion, or

b. 1t fails to request that the group po]lcyholder notxf_y covered em-
ployes of the terminatioh and, except for life and dlsablllty income cov-
erages, describe their rights, it any, upon termination.

2, The effective date of termination shall not be prior to midnight at
the end of the third scheduled work day after the date on whlch the
_notlce is delivered. .

3. This paragraph shal! not appIy lf a group poilcy is termmatcd and
lmmedlately replaced by another group policy prov1d1ng sumlar cover-
age.

(5} CONTENT OF NOTICE OF TERMINATION, (a) A notice of termination
given by an insurer to a group policyholder in accordance thh sub..(4)
(a) or {c} shall include:

1. The date as of which the group policy will be terminated,

2. A réquest to notify covered employes of the termination and, ex-
cépt for life and disability income coverages, the nghts, if any, avallable
to them under the group policy, ~

'3, A statement that, unless otherwise provided in the group policy, the
insurer will not be liable for claims for losses mcurred after the termina-
tion date, and

4. If the group poliey involves employe contributions, a stafement
that, if the group policyholder continues to colléct contributions for the
coverage beyond the date of termination, the group policyholder may be
held solely fiablé for the benefits with respect to whlch the contrlbutlons
have been collected.

(b) At the same time, the insurer shall furnish to the group policy-
holder for distribution’ to covered employes a supply of a notice form
indicating the termination, its effective date and the rights, if any, avail-
able to theém upon termmatxon, except that, for life and disability in-
come coverages, the notice need only urge the covered employes:to refer
to their certificate or individual policy to determme what rights, if any,
are available upon termination.’

{8} EXTENSION OF COVERAGE! (a) A group policy shall, if a covered
employe or'dependent is totally disabled at the date of termination of
the policy, provide an extension of coverage for the individual, begin-
ning at the date of termination of the group pohcy and continuing dur-
ing the perlod of total disability as prov1ded in this subsection. -

*(b) Under a group life policy which contams a disability benefit ex-
tension of any type, such as premium waiver extension, extended death
benefit in event of total disability, or payment of income for a specified
period during total disability, the termination of the group pol;cy shail
not operate to terminate the extension.

{c) Undera group policy providing benefits for loss of time from work
or a specific indemnity during hospital confinement, termination of the
group policy during a period of total disability or confinement shall have
no effect on benefits payable for the condition or conditions causing con-
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tinuing total disability or continuing confinement, The extension of cov-
erage provision for loss of time benefits may provide for the integration
of Soctal Security disability or retirement benefit increases which oceur
after the date of termination of the group policy only if integration of
these benefit increases is also applicable prior to termination of the

group policy.

(d) Under.a group policy providing hospital, surgical or medical ex-
pense coverages, the extension of coverage shall be at least 12 months
under major medical or comprehensive medical coverage and at least 90
days under other hospital, surgical or medieal expense coverage, subject

‘to the following: =~ -~ P AR LI S

1. Coﬁerage need not be extended béyohd the date on which:
a. Total disability terminates, L '

b, The benefit period specified in the policy ends,
c¢. The maximum benefit is paid or,

.d.. Coverage for the condition or conditions causing total disability is
provided under similar coverage, other than temporary coverage under
sub. (7) (b} 2., under the succeeding insurer’s group policy.” =~

-.2. Extended coverage need not cover dental or uncomplicated preg-
nancy expenses or a condition other than the eondition or conditions
causing total disability. . S

3. The extension of coverage is not required where the succeeding in-
surer agrees, or the prior and succeeding insurers agree, to provide cov-
-erage, for individuals who are totally disabled at the date of termination
of the group policy, which is not less faverable to them than would other-
wise be required by this paragraph. .. :

4. After the termination of extended basic hospital, surgical or medi-
cal expense coverage, extended major medical expense coverage shall
cover expenses eligible under the major medical expense coverage which
are normally covered under the hasic coverage, subject to subd. 1.

5, A policy providing hospital, surgical or medical expense coverage
which covers only expenses in excess of those covered by basic hospital-
surgical-medical expense coverage and major niedical coverage or com-
prehensive medical coverage, issued to the same group policyholder,
need not provide extended coverage if the underlying coverage provides
extended coverage. : Cls

Note: The effect of sub. (6) (d), with respect to pregnancy expense coverage, is to require
that extended coverage provide benefits only for pregnancy complication expense, to be
conatatent with Ins 6.65 (4) (b) 5. However, employers and insurets may wish to consider the
provisions of federal publiclaw 95-6566 enacted Octaber 31, 1878, which requires that employ-
era subject to it provide benefils for pregnancy, including extended bonefits, under employe
benafit programs to the same extent that benefits are provided for injury and sickness. Also,
the equal rights division of the Wisconsin department of industry, labor and human relations
has taken the position, based on Wisconsin case law, that the Wisconsin fair employment act,
5. 111.31-,37, Stats,, applies to temporary disability resulting from pregnancy and requires
that employe benefit programs provide loss of time henefits for temporary disability result-
ing from pregnancy, including extended benefits, to the same extent that such benefits are

provided for injury and sickness.

(e) ‘A provision for extending coverage shall be contained in each
group policy as well as in corresponding certificates, -
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() The benefits payable during any period of extended coverage shall
be subject to the group policy’s regular coverage limits. The extended
coverage shall terminate at the end of a normal benefit penod or when
the maximum beneflt amount has been paid. .

(7) LIABlLlTY OF PRIOR INSURER AND OF SUCCEEDING INSURER, (a) Lia-
blhty of prior insurer. The prior insurer shall be liable only to the extent
of its extensions of coverage. Its lighility shall be the same whether the
group policyholder secures replacement coverage from another i insurer,
self-nsures or declines to provide the group with insurance.

(b} Liability of succeeding insurer. The succeeding insurer shall be
liable as provided in this paragraph whére its group policy replaces an-
other providing similar coverage: -

1. Regular cover age. Regular coverage shall be prowded under the
succeeding insurer's group policy to:

a. Each employe who is eligible for coverage in accordance Witll the
succeeding insurer 's group policy prowslons regardmg c]asses ellglble
and actively at work requlrements,

b. Fach dependent who is eligible for coverage in accordance with the
succeeding insurer’s group policy provisions regardmg c!asses eligible
and notr- hospital confinement requirements, -

e A dependent of a disabled employe if the dependent is ehglbie for
coverage in accordance with the succeeding insurer’s group policy | provi-
sions regarding classes eligible and non-hospital confinement require-
ments and if the disabled employe is covered under the succeeding in-
surer’s group policy, and . :

d. Each terminated insured who has elected to contlnue coverage
under s. 532.897 (3), Stats.

Temporary coverage. Each employe or dependent not covered
under the succeeding insurer’s group policy in accordance with subd, 1
shall be provided with temporary coverage by the succeeding insurer, for
losses occurring or beginning under the replacement policy, subject to

a, Temporary coverage need be provided only if the individual was
validly covered under the prior group policy or the date of its termina-
tion and meets the requirements necessary to be a member of an eligible
class under the succeeding insurer’s group policy, other than require-
ments for working full time, part time or a stated number of hours.

b. The coverage to be provided by the succeeding insurer shail be the
coverage of the prior group policy reduced by any benefzts payabie
under such policy. The benefits of the succeeding insurer’s group policy
shall be determined after the benefits of the prior group policy have
heen determined.

¢. Temporary coverage shall be provided by the succeedmg insurer
until the first of:.

{i) The date of the individual becomes eligible under the coverage and
under the circumstances described in subd. 1, above,

{ii) For each type of coverage, the date the individual’s coverage
would terminate in accordance with the succeeding insurer’s group pol-
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icy provisions régarding individual termination of coverage, such as at
termination of employment or when ceasing to be an ellgxble dependent

(iii) For an individual who is totally disabled on the effective date of
the succeeding group policy, under a type of coverage for which sub. (6)
requires an ex{ension of coverage, the end of any penod of extended
-coverage required of the p prmr insurer or, if the prior insurer’s group pol-
lcy was not subject to sub. (8), would have heen reqmred of the prmr
insurer had its group policy been so subject. ' .

(8) Pre-existing conditions. If the succeeding insurer’s group pelicy
contams a pre-existing condition limitation, the coverage for these con-
ditions of persons becoming covered by the succeeding group policy
under subd. 1 or 2, during the pBl‘lOd the limitation appliés under that
group pohcy, shall be the lesser of: :

a. The coverage of the succeeding group pollcy determmed wnthout
apphcatlon of the Iumtatlon and ;

b. The coverage of the prior gro c? policy'determined after appli_ca-
_ tlon of any such l:mltatlon contained in the policy

T4, Deductfbles and waztmg periods. The succeedmg insurer, in appiy-
ing deductibles or waiting periods contained in its group pohcy, inelud-
ing pre-existing condition waiting periods, shall give credlt for the satis-
faction or partial satisfaction of the same or similar provisions under the
prior group policy, to the extent that the prior and succeeding’group
policies provide similar coverage. Deductible provision credit shall be
given for the same or overlapping benefit periods for expenses incurred
and applied against the deductible provisions of the prior group policy
during the 90 days preceding the effective date of the succeeding group
policy, but only to the extent that these expenses.are recognized under
the succeedmg group policy and are subject to a similar deductlbie pro-

: vmon : S

~ B, Determmmg of prwr insurer’s couemge Where a determmatmn of
the prior insurer’s coverage is requxred by . the succeeding insurer, the
prior insurer, at the succeeding insurer’s request, shall furnish a state-

“ment of the coverage available and a copy of pertinent group policy pro-

visions to permit the succeeding insurer to verify the coverage statement
or make its own coverage determination. Coverage of the prior group
policy shall be determined in accordance with the definitions, conditions
and covered expense provisions of that group policy rather than those of

_ the succeeding group policy. The coverage determination shall be made
as if coverage had not been replaced by the succeedmg insurer.

. (8) MORE FAVORABLE PROVISIONS PERMI'I"I‘ED.-T]US section sets out
minimum requirements. It does not prohibit a group policyholder and
an insurer from agreeing to policy prows;ons which are more favorable

to insured persons. . _

(9) EFreCTIVE DATE, Ag prov1ded ins. 227,028 (1) (mtro) thls section
shall take effect on the first day of the month follpwmg its p_ublt_catmn

History: Cr, Reg;stekr,. Qctober, 1972, No, 202, off. 11-1-72; emerg.’am. {1) and (2), eff. 6-
22-76; am. (1) and (2), Register, September, 1976, No. 249, eff. 10-1-76; am. (1}, {2} and (7}
{c), Reg:star. March, 1979, No 279 elf. 4 1i- 79 r. and recr., Regmter, March 1982. No. 315,
eff, 4-1-82,
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Ins 6.52 Biographical data relating to company officers and di-
rectors, (1} Purrose. This rule is intended to implement and interpret
ss, 811.13 (2), 611.54 (1) (a), 611.57, 618.11 (4} and 618.21 (1) (b},
Stats., for the purpose of setting standards for the reporting of biograph-
ical data relating to company officers, directors, promoters and incorpo-
rators, or other persons similarly situated.
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{2) In a mutual company organized for the insurance or guaranty of
depositors or deposits in banks or trust companies, the maximum single
risk may be fixed at a higher amount by the bylaws. Any such company
may effect reinsurance in any authorized or unauthorized company that
complies with s. 627.23, Stats. Insurance in any unauthorized company
shall be reported ﬂnnually and the same taxes paid upon the premlums
as are paid by authorized companies.

History: Emerg. cr, eff, 6-22-76; cr. Register, September, 1976, No. 249, eff. 10-1 -'76', r. and
recr. Register, August, 1881, No. 308, eff. 9-1-81,

Ins 6.73 Reinsurance, (1) Purrose. The purpose of this section is to
establish requirements for determining an authorized reinsurer under s.
627,23 (1), Stats., and to define the criteria that must be met to permit
an insurer to include credit for reinSurance ceded in the annual state-
ment blank filed with the commissioner of i insurance. This rule does not
limit or change the requirements set forth in ss. 612,31 and 612.33,
Stats., for town mutuals.

(2) Scope. This section shall apply to all insurers authorized to trans-
act business in this state under chs. 611 through 618, Stats., including
the state life insurance fund.

(3) AurHORIZED REINSURER. (a) A single reinsurer is authorized to as-
sume reinsurance if it is in compliance with one of the following:

1. The reinsurer is authorized to transact business in Wisconsin under
chs. 611, 612, 614 or 618, Stats,

9. The reinsurer is licensed to transact business in another jurisdiction
of the United States and its capital and surplus meets or exceeds the
maximum capital and surplus required under s. 611.19, Stats.

3. The reinsurer is an underwriter at Lloyds, London, the United
States government, or any agency of the United States government.

{b) A group or pool of reinsurers is authorized to assume reinsurance
only to the extent of the aggregate of the Hability assumed by each indi-
vidual reinsurer member of the group or pool meeting the requirements
of sub. (3) (a).

{4} CRITERIA REQUIRED TO PERMIT CREDIT FOR RRINSURANCE. Credit_ for
reinsurance ceded may be reported in the annual statement blank filed
with the commissioner of insurance if the following criteria are met:

{a) The reinsurer is an authorized reinsurer under sub. (3}.

(b) The ceding insurer can substantiate eredit taken for reinsurance
through evidence of an executed copy of the reinsurance agreement and
reinsurance accounting docurnents.

(¢) Each reinsurance agreement shall contain an acceptable insol-
vency clause which guarantees payment of the lability of the reinsurer
under the reinsurance contract without diminution because of the insol-
vency of the ceding insurer.

(d) Each reinsurance agreement effected on or after Januvary 1, 1980
which by its terms required payments fo an intermediary shall contain a
provision whereby the reinsurer assumes all credit risks of the interme-
diary related to payments to the intermediary.
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(e) The ceding insurer has established adequate gross liabilities or
_ reserves,

{f) If the reinsurer is not considered an authorized reinsurer under
sub. (3), credit for reinsurance ceded may he taken to the extent that
the balances due from the reinsurer are absolutely secured by express
provision in the reinsurance contract by any or a combination of the
following:

1. Funds withheld from the same reinsurer and under exclusive con-
trol of the ceding insurer.

2, Securities on deposit with and under exclusive control of the ceding
insurer and valued in accordance with the valuation standards permit-
ted or prescribed by the commissioner,

3. Funds held in trust in a bank or trust company that is subject to
supervision by any state of the United States or by the Dominion of
Canada or a province thereof, or that is a member of the federal reserve
system, and subject to withdrawal by and under the control of the ceding
insurer. The funds may include letters of credit but they must be clean,
irrevocable, unconditional letters of credit, with a bank or trust com-
pany that is subject to supervision by any state of the United States or
by the Dominion of Canada or a province thereof or that is a member of
the federal reserve system, termed to be funds held subject to with-
drawal by and under the control of the ceding insurer. The letters of
credit should be for a period of not less than one year.

History: Emerg. cr, off, 6-22-76+cr. Register, September, 1876, No, 249, eff. 10-1-76; r. and
recr. Register, March, 1982, No. 315, eff, 4-1-82.
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