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Ins 2.01 Estoppel by report of medical examiner. No company or frater-
nal benefit society shall 1ssue in this state a contract, based on a medical
examination, providing for disability benefits, the provisions of which
are in conflict with ss. 632.50 and 632.71, Stats., or shall indulge in any
practice which is at variance with said section.

History: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No. 249, eff. 10-1-
76.

Ins 2.02 Stock life insurance corporations writing participating policies.
(1) Purprosg. The repeal of the rule previously in effect and the adoption
of this rule is for the purpose of revising the formal interpretation of cer-
tain statutes consistent with statutes and business methods now in exis-
tence. This rule implements and interprets applicable statutes including
ss. 601.04, 601.42, 601.43, 628.34, 632.62, Stats., and chs. 611 and 618,
Stats.

(2) ScoPE. This rule shall apply to stock insurance corporations when
transacting the kinds of insurance authorized by s. Ins 6.75 (1) (a) in the
form of participating policies.

(3) LIMITATION OF PROFITS INURING TO THE BENEFIT OF STOCKHOLD-
ERS. The protection of the interest of the public purchasing participating
policies and contracts issued by stock life insurance corporations requires
a reasonable limitation of the profits on participating business that shall
be made available to stockholders. In consideration of the amount of life
insurance customarily transacted in relation to the capital contribution
of stockholders and to safeguard the interest of policyholders in this
state, no profits on participating policies and contracts in excess of the
larger of a) 10% of such profits or b) 50¢ per year per $1,000 of participat-
ing life insurance in force at the end of the year shall inure to the benefit
of stockholders. )

(4) LICENSE REQUIREMENTS. No stock life insurance corporation doing
business in this state in which policyholders are entitled to share in the
surplus shall be licensed or relicensed to transact business in this state
unless the corporation shall file an agreement (evidenced by a resolution
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of its board of directors or other appropriate body having the power to
bind such corporation and its stockholders) to the effect that:

(a) No profits on participating policies and contracts in excess of the
larger of 10% of such profits or 50¢ per year per $1,000 of participating
life insurance in force at the end of the year shall inure to the benefit of
stockholders.

(b) The profits on its participating policies and contracts shall be as-
certained annually by allocating to such policies and contracts specific
items of gain, expense, or loss attributable to such policies and contracts
and an equitable proportion of the general gains or outlays of the com-
pany.

() Such profits as shall inure to the benefit of stockholders shall be
determined and apportioned annually.

(d) The accounts of the participating and nonparticipating classes will
be kept separate.

(e) No part of the funds accumulated or belonging to the participating
class shall be transferred to the nonpartic_ipating class.

(f) The agreement shall remain in effect so long as any outstanding
participating policies or contracts of such company are held by persons
resident in Wisconsin except as the applicable requirements of statute or
administrative rule may be modified or superseded by subsequent enact-
ments.

(5) EXCEPTIONS. In accordance with s. 632.62, Stats., the agreement
required by sub. (4) (e¢) may be modified to the extent necessary to be
consistent with the existing charter of the stock life insurance corpora-
tion.

(6) ANNUAL FILING. No stock life insurance corporation doing business
in this state in which policyholders are entitled to share in the surplus
shall be licensed or relicensed to transact business in this state unless the
corporation shall annually file the information required by s. 601.42,
Stats.

Note: Before issuing a new or renewal license to transact insurance in this state, the commis-
sioner of insurance is required by ss. 201.045 and 201.34, Stats., to be satisfied that the meth-
ods and practices of the insurer adequately safeguard the interests of its policyholders and the
people of this state. Section 206.13, Stats., provides for the issuance of participating life insur-
ance policies by stock companies.

The nature of participating policies is that the premium charge includes an additional load-
ing which acts as the safety factor to provide for various contingencies that may develop dur-
ing the term of the policy. The additional premium thus collected is then returned to the poli-
cyholder in the formm of dividends. Section 201.36, Stats., provides for the annual
%plportionment and return of such sums after making provision for required reserves and lia-

1lities.

In respect to those policies in which the policyholder is entitled to share in the surplus, s.
206.36, Stats., provides for the payment of authorized dividends on capital stock from the
surplus accumulations of the participating business of the company. Section 201.54, Stats.,
authorizes distribution of savings, earnings, or surplus to any class of policyholder by filing a
schedule thereof with the commissioner in those cases where such a distribution was not speci-
fied in the policy. In such cases the commissioner has an obligation to be satisfied that the
methods and practices of the company are such as to safeguard the interest of the policyhold-
ers.

The principal portion of the earnings on participating policies is due to the additional load-
ing in the premium charged for the policy. It would be a misrepresentation of the participat-
ing provisions of any such policy or contract if a substantial portion of the profits aceruing
from such policies or contracts were not to be returned to the policyholders. SS. 206.51 (1) and
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628.34, Stats., and will improve the ability of prospective buyers of life
insurance to select appropriate coverage under s. 628.38, Stats.

(2) PURPOSE. (a) The purpose of this section is to require insurers to
include in advertisements for life insurance which show a rate of return
on cash values or premiums, information on the factors which affect the
calculation of the yield. This section also places restrictions on the use of
nonguaranteed amounts in life insurance advertisements.

(b) This section interprets and implements ss. 628.34 (12) and 628.38,
Stats.

(3) DEFINITIONS. In this section:

(a) “Guaranteed interest rate’” on a policy means the lowest rate of
interest which may be paid on cash values during the lifetime of the con-
tract.

(b) “Illustrated rate” means a rate shown in a solicitation, representa-
tion or advertisement, which may be guaranteed for a limited period of
time, but is not guaranteed for the lifetime of the contract.

(4) ScoPE. (a) Except as provided in par. (b), this section applies to
any solicitation, representation or advertisement in this state of any life
insurance specified in s. Ins 6.75 (1) (a) or (b), made directly or indirectly
by or on behalf of any insurer, fraternal benefit society, agent, or the
state life insurance fund.

(b) This section shall not apply to:
1. Annuities

2. Credit life insurance

3. Group life insurance

4. Life insurance policies issued in connection with pension and welfare
plans as defined by and which are subject to the federal employee retire-
ment income security act of 1974 (ERISA).

5. Life insurance policies registered as securities.

(5) DISCLOSURE. (a) All life insurance solicitations, representations,
and advertisements used in Wisconsin which show a specific rate of re-
turn on premiums or cash values shall also include:

1. A general statement describing the existence of first year and annual
expense charges, mortality charges and surrender charges which will be
deducted from the premium before the interest rate is applied;

2. The guaranteed rate of interest paid on the cash value;

3. The amounts of the cash value or premium to which the guaranteed
and the illustrated rates are applied; for example, if interest on the first
$1,000 of cash value is limited to the guaranteed rate this shall be dis-
closed; ,

4. An indication that the interest rate credited on cash value amounts
which have been borrowed is different from that for cash values which
have not been borrowed, if that is the case;
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5. An indication of any other significant factors which affect the man-
ner in which cash values are computed.

(b) All information required to be disclosed shall be set out in such a
manner as not to minimize or render any portion obscure.

(6) NONGUARANTEED AMOUNTS. Nonguaranteed features of a policy, if
illustrated in a life insurance solicitation, representation or advertise-
ment, may not be more favorable to the policyholder than those based on
the current interest rates, dividend scales, and other variable compo-
nents currently used by the insurer. For purposes of this paragraph, an
interest rate, dividend scale, or other variable component which has been
publicly declared by the insurer with an effective date not more than 3
months subsequent to the date of declaration shall be considered current.

Note: Section Ins 2.16 (5) (b) 1. and 2. and (6) (b) have been repealed to comply with the
decision in Dane eounty circuit court, Case No. 82-CV5425, Acacia National Lifeet al. vs. Ann
J. Haney, Commissioner of Insurance, and Office of the Commissioner of Insurance.

History: Cr. Register, October, 1982, No. 322, eff. 11-1-82; r. (5) (b) 1. and 2. and (6) (b),
Register, May, 1984, No. 341, eff. 6-1-84; r. (7) under s. 13.93 (2m) (b) 16, Stats., Register,
December, 1984, No. 348.

Ins 2.20 Unisex nonforfeiture values in certain life insurance policies. (1)
PURPOSE. The purpose of this section is to allow insurers who have
elected an operative date under s. 632.43 (6m) (h), Stats., to provide for
cash surrender and paid-up nonforfeiture benefits which do not vary with
the sex of the life insured. Some life insurance policies are subject to the
decision of the United States Supreme Court in Arizona Governing Com-
mattee v. Norris, 103 Supreme Court Reporter 3492, which makes it illegal
for an employer to make contributions after August 1, 1983, to a defined
contribution pension plan if the benefits derived from those contribu-
tions differ by sex. Separate provisions are set forth in this section for
unisex policies that may be subject to that decision and for unisex poli-
cies in general. ’

(2) Scope. Except as provided for in sub. (4) (b), this section applies
only to those policies issued in this state for which the insurer or em-
ployer has determined that the implications of Norris would prohibit the
use of cash surrender and paid-up nonforfeiture benefits which vary with
the sex of the insured.

(3) DEFINITIONS. (a) “Ix” means the number of lives surviving to age
X.

(b) “1000 gx” means the yearly death rate per thousand at age x.

(c) “Table A” means the 1980 CSO Mortality Table and the 1980
CET Mortality Table for male lives, with or without 10-Year Select
Mortality Factors. The yearly death rate per thousand, 1000 gx, for
these tables is published in Appendix A and Appendix B, pages 618 and
619, Volume 33, Transactions of the Society of Actuaries.

(d) “Table G” means the 1980 CSO Mortality Table and the 1980
CET Mortality Table for female lives, with or without 10-Year Select
Mortality Factors. The yearly death rate per thousand, 1000 gx, from
these tables is published in Appendix A and Appendix B, pages 618 and

619, Volume 33, Transactions of the Society of Actuaries.

(e) “Tables B through F’’ means the blended 1980 CSO and 1980 CET
Mortality Tables for policies issued on an age nearest birthday basis with
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varying proportions of male lives to total lives. The ratio of male lives to
total lives is 80% for Table B, 60% for Table C, 50% for Table D, 40%
for Table E and 20% for Table F. These tables are published in the pro-
ceedings of the National Association of Insurance Commissioners for the
1983 December meeting, pages 396 to 400. For policies issued on an age

Next page is numbered 47
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last birthday basis, the tables shall be modified by interpolation between
values of Ix.

(4) CASH VALUE AND PAID-UP NONFORFEITURE BENEFITS. (a) For any
policy of life insurance which falls within subsection (2) of this section
and is delivered or issued for delivery in this state before January 1, 1989,
and after the operative date of s. 632.43 (6m) (h), Stats., applicable to
the policy, the cash surrender and paid-up nonforfeiture benefits pro-
vided under the policy may be calculated using one of the sets of tables
designated as Table A through Table G. Tables A and G may not be used
for policies issued on or after January 1, 1985 except where the propor-
tion of persons insured is anticipated to be 90% or more of one sex or the
other or except for certain policies converted from group insurance. Such
group conversions issued on or after January 1, 1986, shall use mortality
tables based on the blend of lives by sex expected for such policies if such
group conversions are considered extensions of the Norris decision.

(b) An insurer may elect one of the Tables B through F in lieu of the
1980 CSO and CET tables for all life insurance policies under which all
contractual requirements and guarantees are independent of the sex of
the life insured, without regard to any opinion as to the applicability of
Norris; provided that the Table so elected may not be changed prior to
January 1, 1989 unless the insurer can demonstrate to the satisfaction of
the Commissioner that a different Blend is more appropriate.

(5) RESERVES. The minimum reserve standards for life insurance poli-
cies are set forth in s. 623.06, Stats., and are not affected by this section.

History: Emnerg. cr. eff. 5-19-84; er. Register, August, 1984, No. 344, eff. 9-1-84; r. (6) under
s. 13,93 (2m) (b) 16, Stats., Register, December, 1984, No. 348.

Ins 2.30 Annuity mortality tables. (1) PURPOSE. The purpose of this sec-
tion is to adopt, pursuant to s. 623.06 (2a) (b) and (d), Stats., new mor-
tality tables designated as “1983 Table A” and 1983 GAM Table” for
use in determining the minimum standard of valuation for annuity and
pure endowment contracts.

(2) DEFINITIONS. (a) ‘1983 Table A” means that mortality table
adopted for the valuation of individual annuity and pure endowment
contracts in June of 1982 by the National Association of Insurance Com-
iriislsioners (NAIC) and published on page 454, NAIC Proceedings, Vol.

982.

(b) “1983 GAM Table” means that mortality table adopted for the
valuation of group annuity and pure endowment contracts in December
of 1983 by the National Association of Insurance Commissioners
gNéZIC) and published on pages 414-415, NAIC Proceedings, Vol. I,

984,

(3) INDIVIDUAL ANNUITY OR PURE ENDOWMENT CONTRACTS. (a) The
1983 Table A may, at the option of the insurer, be used to determine the
minimum standard of valuation for any individual annuity or pure en-
dowment contract issued on or after November 8, 1977.

(b) The 1983 Table A shall be used to determine the minimum stan-
dard of valuation for any individual annuity or pure endowment con-
tract issued on or after January 1, 1986.

(4) GROUP ANNUITY OR PURE ENDOWMENT CONTRACTS. (a) The 1983
GAM Table and the 1983 Table A may, at the option of the insurer, be
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used to vaiue any annuity or pure endowment purchased on or after No-
vember 8, 1877 under a group annuity or pure endowment contract.

(b) The 1983 GAM Table shall be used to determine the minimum
standard of valuation for any annuity or pure endowment contract
purchased on or after January 1, 1986 under a group annuity or pure
endowment contract.

History: Cr. Register, November, 1985, No. 359, eff. 12-1-85.
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(h) If a contract of insurance provides for a limitation of coverage re-
lated to the age of the debtor, such limitation shall be explained to the
debtor at the time the indebtedness is incurred and shall be acknowl-
edged in writing in an instrument separate from the individual policy or
group certificate. Alternatively, the individual policy or group certificate
shall include a brief description or separate statement referring to the age
limitation. The brief description or separate statement, shall be printed
on the first page of the individual policy or group certificate in type more
prominent than that used in the text of the policy or certificate and shall
indicate the limitation clearly.

(i) Conspicuous notice of the debtor’s right to return the policy, certifi-
cate of insurance or notice of proposed insurance within 10 days of incur-
ring the indebtedness and to receive a refund of any premium paid if the
debtor is not satisfied with the insurance for any reason, as required by s.
424.203 (4), Stats., shall be given with the policy, certificate or notice of
proposed insurance.

(j) Charges or premiums for credit life insurance or credit accident and
sickness insurance may only be collected from debtors if the disclosure
and authorization requirements of s. 422.202 (2s), Stats., are met. If two
debtors are to be insured for credit life insurance each must receive the
disclosure information and each one must request credit life insurance
coverage. However, the individual policy or group certificate may be de-
livered to only one debtor.

(8) FILING OF POLICY FORMS. (a) All policy forms, certificates of insur-
ance, notices of proposed insurance, applications for insurance, endorse-
ments and riders to be delivered or issued for delivery in this state and
the schedules of premium rates pertaining to them shall be filed with the
commissioner. In the case of credit transactions covered under a group
policy issued in another state or jurisdiction, the insurer shall file for ap-
proval only the group certificate, notice of proposed insurance and the
premium rates to be used in this state.

(b) The commissioner shall, within 30 days after the filing of any pol-
iey, certificate of insurance, notice of proposed insurance, application for
insurance, endorsement or rider, disapprove any form if the benefits pro-
vided in the form are not reasonable in relation to the premium charged,
or if the form contains provisions which are unjust, unfair, inequitable,
misleading, deceptive or which encourage misrepresentation of the cov-
erage or are contrary to any law or administrative rule.

(¢) If the commissioner notifies the insurer that the form is disap-
proved, the insurer shall not issue or use the form. The notice shall spec-
ify the reason for the disapproval and state that a hearing will be granted
within 20 days after a request in writing by the insurer.

(em) No policy, certificate of insurance, notice of proposed insurance,
nor any application, endorsement or rider, shall be issued or used until 30
days after it has been filed, unless the commissioner gives prior written
approval.

(d) The commissioner may, at any time after a hearing held not less
than 20 days after written notice to the insurer, withdraw approval of
any form on any ground set forth in par. (b). The written notice of the
hearing shall state the reason for the proposed withdrawal of approval.
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The insurer shall not issue or use any form after the effective date of the
withdrawal of the approval.

(9) PREMIUMS AND REFUNDS. (a) Any insurer may revise its schedules
of premium rates from time to time, and shall file such revised schedules
with the commissioner. No insurer shall issue any credit life insurance
policy or credit accident and sickness insurance policy if the premium
rate exceeds that established by the filed rate schedules of the insurer.

(b) The amount charged to a debtor for any credit life or credit acci-
dent and sickness insurance shall not exceed the premiums charged by
the insurer, as computed at the time the charge to the debtor is deter-
mined.

(c) If a creditor requires a debtor to make any payment for credit life
insurance or credit accident and sickness insurance and an individual
policy or group certificate of insurance is not issued, the creditor shall
immediately give written notice to the debtor that coverage will not be
issued and shall promptly make an appropriate credit to the account of
the debtor.

(d) A creditor may not remit and an insurer may not collect on a
monthly outstanding balance basis if the insurance charge or premium is
included as part of the outstanding indebtedness. If the creditor adds
identifiable insurance charges or premiums for credit insurance to the -
total amount of indebtedness and a direct or indirect finance, carrying,
credit or service charge is made to the debtor in connection with the in-
surance charge, the creditor shall remit and the insurer shall collect on a
single premium basis only.

(e) Dividends on participating individual policies of credit insurance
shall be payable to the individual insureds. Payment of these dividends
may be deferred until the policy is terminated.

(f) Each individual policy or group certificate shall provide that in the
event of termination of the insurance prior to the scheduled maturity
date of the indebtedness any refund of an amount paid by the debtor for
insurance shall be paid or credited promptly to the person entitled to the
refund. The policy certificate may prescribe a minimum refund of $1 and
no refund of a lesser amount need be made. The sum of the refunds due
on all eredit life insurance or credit accident and sickness insurance being
terminated in connection with the indebtedness and all other credits due
to the customer under chs. 421 to 427, Stats., shall be used to determine if
a refund is due.

(g) Schedules for computing refunds in the event of cancellation of
credit life or credit accident and sickness insurance prior to the scheduled
maturity date of the indebtedness must meet the following minimum re-
quirements:

1. In the case of credit life or credit accident and sickness insurance for
which premiums are payable other than by a single premium, and in the
case of level term credit life insurance, the refund of premium shall be not
less than the pro rata unearned gross premium. In the case of credit life
or credit accident and sickness insurance paid by a single premium, the
refund shall be not less than the amount computed by the “sum of dig-
its” formula commonly known as the “Rule of 78.”
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rates if it can be reasonably expected that the use of these higher rates
will result in a ratio of claims incurred to premiums earned that is not less
than the applicable basic loss ratio.

(b) These higher rates may be:

1. Applied uniformly to all applicable credit insurance of the insurer;
or

2. Applied according to a case-rating procedure on file with and ap-
proved by the commissioner.

(¢) An insurer electing to file a case rating procedure may either file its
own plan for approval by the commissioner or may use the standard case
rating procedure specified in sub. (17).

(17) STANDARD CASE RATING PROCEDURE. (a) An insurer, by written
notice to the commissioner of its election to do so, may file and use rates
determined by the standard case rating procedure. If elected, the proce-
dure shall be used by the insurer to rate all of its credit insurance in this
state.

(b) The case rate shall be the prima facie premium rate if the life years
exposure is less than the minimum life years exposure shown below:

Plan of Benefits Minimum Life Years Exposure
Life - Single . 1,900
Life - Joint 1,200
Accident and Sickness:
14 Day Non Retroactive 100
14 Day Retroactive 100
30 Day Non Retroactive - 200
30 Day Retroactive 200

(e) If the life years exposure is not less than the minimum life years
exposure, the case rate for a plan of benefits shall be calculated as the
product of the deviation factor determined in par. (d) and the prima fa-
cie premium rate in effect at the end of the experience period. The case
rates shall be rounded to the nearest cent per $1000 indebtedness for sin-
gle premiums payable on the basis of monthly outstanding balances.

(d) Deviation factor determination. The deviation factor shall be de-
termined using the following worksheet:
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Plan of Benefits Prima Facie Incidence Basic Loss Ratio
Life - Single 0.00369 50
Life - Joint 0.00554 .50
Accident and Sickness:
14 Day Non Retroactive 0.05980 .59
14 Day Retroactive 0.05200 .60
30 Day Non Retroactive 0.03543 52
30 Day Retroactive 0.03081 .57
Basic Data Entry:

Plan of Coverage

Actual Earned Premium

Prima Facie Earned Premium
Incurred Claims

Number of Years in Experience Period
Life Years Exposure

All calculations below shall be taken to five decimal places:
Line Number Description of Item Yalue

Prima Facie Incidence
Life Years Exposure
Prima Facie Loss Ratio
Basic Loss Ratio
Line 3 Divided by Line 4
Line 5 Timeg Line 1
Line 6 Minus Line 1
Line 2 Times Line 7
Line 8 Times Line 7
One Minus Line 1
Line 10 Times Line 1
Line 9 Minus Line 11
IF LINE 12 IS GREATER THAN ZERO, GO'ON TO LINE 13.
If LINE 12 IS LESS THAN OR EQUAL TO ZERO, THE DEVIATION

FACTOR IS ONE AND THE CASE RATE IS THE PRIMA FACIE
RATE BASIS CURRENTLY IN EFFECT.

=
N = O WwOoo -1 Utk G DN -

13 Line 2 Times Line 6

14 One Plus Two Times Line 13
15 One Plus Line 2

16 Line 13 Times Line 6

17 Line 14 Squared

18 Line 15 Times Line 16 Times Four
19 Line 17 Minus Line 18

20 Square Root of Line 19

21 Two Times Line 15

22 Line 14 Divided by Line 21
23 Line 20 Divided by Line 21
24 Line 22 Plus Line 23

25 Line 22 Minus Line 23

IF LINE 12 IS LESS THAN OR EQUAL TO ZERO, LINE 26 EQUALS
LINE 1; OTHERWISE, IF LINE 5 EXCEEDS ONE, LINE 26 EQUALS
LINE 25, AND IF LINE 5 IS LESS THAN ONE, THEN LINE 26

EQUALS LINE 24
26 Credibility Adjusted Incidence
27 Deviation Factor
The greater of 1 or Line 26 Divided
by Line 1
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(e) The period of time for which a case rate may be used by an insurer
may not exceed the length of the experience period on which the rate is
gased. However, the period may not be less than one year nor more than

years.

(18) CHANGE OF INSURERS. (a) If a creditor changes insurers, the case
rate applicable to that creditor’s coverage may be used by the replacing
insurer under the same terms and conditions that apply to the replaced
insurer;

(b) If the case rate is higher than the prima facie premium rate on the
date of change, the replacing insurer shall furnish notice of the change of
insurers to the commissioner within 30 days following the date of change.
The notice shall include the identity of the creditor and of the replaced
insurer, the approved case rate applicable to the creditor’s coverage and
the rate to be charged by the replacing insurer, and shall request that the
commissioner inform the replacing insurer of the termination date of the
case rate applicable to the creditor’s coverage. In no event shall the
replacing insurer charge a rate higher than that approved for use by the
replaced insurer for the remainder of the case rate period or, if sooner,
until a new case rate for that creditor’s coverage is approved by the
commissioner.

(19) FILING OF EXPERIENCE INFORMATION. Every insurer having credit
life insurance or credit accident and sickness insurance in force in this
state shall report Wisconsin experience data annually in the form of
Appendix B. The experience data for each calendar year shall be
submitted on or before June 30 of the next succeeding year and shall be
accompanied by the following:

(a) Written certification by an officer of the insurer that the report
fully complies with this reporting requirement and is prepared according
to the instructions in sub. (21) except as may be noted and explained in
such certification; and

(b) An actuarial description Specifying the basis of calculation of
unearned premium reserves and claim reserves and liabilities for each
caicegory of business, signed by a qualified actuary as defined in s. Ins
6.12.

(20) FINANCIAL STATEMENT MINIMUM RESERVES. (a) Each insurer shall
show, as a liability in any financial statement or report required under s.
601.42, Stats., except for the report required to be filed under sub. (19),
its policy or unearned premium reserve in an amount not less than as
computed in pars. (b) through (f). If a credit insurance policy provides
any combination of life insurance benefits, disability benefits and
accident and sickness insurance benefits, a reserve must be established
separately for the life insurance benefits, for the disability benefits and
for the accident and sickness insurance benefits.

(b) The minimum mortality and interest standards for active life
reserves for individual credit life insurance policies shall be not less than
100% of the commissioners 1958 standard ordinary mortality table at
4%% annual interest.

(¢) The minimum mortality and interest standards for active life
reserves for group credit life insurance policies shall be not less than
100% of the commissioners 1960 standard group mortality table at 4%%
annual interest.

Register, November, 1987, No. 383



98-2 WISCONSIN ADMINISTRATIVE CODE
Ins 3

(d) In no event shall the active life reserves for credit life insurance be
less than the unearned premium.

(e) The minimum morbidity and interest standards for active life
reserves for credit accident and sickness insurance policies and for
disability benefits in credit life insurance policies shall be not less than
the greater of 130% of the commissioners 1964 disability table at 4%%
annual interest, or the unearned premium reserve.

(f) With the approval of the commissioner, a company may, for
valuation purposes, use any appropriate mortality or morbidity table, in
lieu of those specified in pars. (b), (¢) and (e), that is based on credible
credit life or disability experience.

(g) Unearned premium shall be computed according to the method
prescribed in sub. (21) for use in completing Appendix B.

(21) INSTRUCTIONS FOR COMPLETING APPENDIX B. (a) Data shall be
provided for all coverage in force at any time during the calendar year,
excluding eoverage for which no indentifiable charge is made to insured
debtors.

(b) Unearned premiums shall be reported consistently as of the
beginning and the end of each year, and shall be based on the premium
that would be charged for the remaining amount and term of coverage
using the premium rate or schedule of premium rates in effect at the time
the coverage became effective. The following calculation bases shall be
deemed to comply with this requirement in lieu of a precise calculation:

1. For single premium uniformly decreasing credit life insurance
coverage, the ‘‘sum of the digits’” method, commonly know as the “Rule
of 78”; )

2. For single premium credit accident and sickness coverage with
substantially equal monthly benefits and with coterminous coverage and
benefit periods, the arithmetic mean of the unearned premium calculated
according to the “sum of the digits” method and the pro rata unearned
premium calculated as the original premium multiplied by the ratio of
the remaining coverage term to the original coverage term;

3. For premiums payable on a monthly outstanding balance basis,
single premium level life coverage or any other coverage where the
benefit amount remains constant throughout the remaining coverage
period, the pro rata unearned premium calculated as the original
premium multiplied by the ratio of the remaining coverage term to the
original coverage term;

4. For decreasing credit life insurance coverge provided for the full
term of the indebtedness where the benefit is equal to the actual or
scheduled net amount necessary to liquidate the indebtedness, the
unearned premium calculated as the original premiums multiplied by the
ratio of the scheduled remaining dollar-months of coverage to the
scheduled initial dollar-months of coverage. Dollar-months of coverage
may be approximated using an assumed interest rate that is reasonably
representative of the interest rates applicable to all indebtedness with
respect to which coverage is provided on this basis;

5. For credit life insurance coverage providing a combination of level
and decreasing benefits, or providing a truncated coverage period or
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providing full-term coverage of an indebtedness that requires a balloon
payment, an appropriate combination of methods deseribed in this
paragraph; or

6. Any other reasonable approximation method approved by the
commissioner.

7. In this paragraph, a ‘“‘dollar-month of coverage’ means one dollar of
coverage for one month.

(¢) Unearned premium for partial months may be calculated on an
exact daily basis, on a basis assuming that the valuation date occurs in
the middle of each installment period or using the method commonly
known as the ““15 day 16 day rule’”’ in which the value at the beginning of
the month is used if less than 16 days have elapsed in the current month
and the value at the end of the month is used if more than 15 days have
elapsed in the current month. For the purpose of the “15 day-16 day
rule,” the current month shall be deemed to begin on the day following
the most recent payment due date of the indebtedness and end on the
next succeeding payment due date. The valuation date shall be counted
as a full day.

(d) Claim reserves and liabilities shall be reported on a consistent basis
from year to year. Any change in the basis of calculation shall be
disclosed, together with a recalculation of all items as of the end of the
preceding calendar year according to the revised basis.

(e) Prima facie earned premium shall be reported as the premium that
would have been earned if all coverage had been written at the prima
facie premium rates in effect as of the last day of the calendar year for
which the experience is submitted. Thus, an adjustment to actual
premium will be required for all coverage written at other than the prima
facie rate and for any business written at a prima facie rate that differs
from the corresponding prima facie rate in effect on the last day of the
calendar year for which the experience is submitted.

(22) PENALTY. Violations of this section shall subjeet the violator to ss.
601.64 and 601.65, Stats.

History: Cr. Register, August, 1972, No. 200, eff. 9-1-72; cr. (2) (c), (6) (h) and (8) (h); am.
(4) (b), (5), (8) (f), (12), (13) (a), (14) (e), andr. (17) (a), Register, February, 1973, No. 206,
eff. 3-1-73; am. (4), (5), (6) (a) 6, (6) (h), (8) (), (12) (g) 2, (13) (c)3 (14) (¢) and(d) and cr.
(6) (1) and (18) (e) 5, Reglster April, 1975, No. 232, eff. 5-1-75; am. (13) (b), Register, June,
975, No. 234, eff. 7-1-‘75 emerg. am. (1) and (2), eff. 6-22-‘76; am. (1) and (2), Register,
September, 1976, No. 249, ‘eff, 10-1 -76; am. (4) and (11) (d), er, (12) (h) and (13) (d), Register,
March, 1977, No. 255, eff, 4-1-77; am. (1), (2) and (14) (¢), Register, March, 1979, No. 279,
eff. 4-1-79; am. (12) (b) to (e), Register, September, 1981, No. 309, eff. 10-1-81; r. (19) unders.
13.93 (2m) (b) 16, Stats., Register, December, 1984, No. 348; reprmted to correct printing
errors in (13) (b), (14) (c) and (f), Register, June, 1986, No. 366; r. and recr. Register,
November, 1987, No. 383, eff. 1-1-88.
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Appendix A
GROUP CREDIT DISABILITY INSURANCE

SINGLE PREMIUM RATES PER $100 OF INITIAL
INSURED INDEBTEDNESS

BENEFITS PAYABLE AFTER:
the 14th day of the 30th day of
X disability disability
Original number
of equal monthly Retroactive to Non- Retroactive to Non-
install ts first day retroactive first day retroactive

6 1.74 1.39 1.10 .69

7 1.84 1.56 1.30 .80

8 1.94 1.66 1.40 .89

9 2.02 174 1.49 97

10 2.10 1.82 1.58 1.05

11 2.17 1.89 1.63 112

12 2.23 1.95 1.68 1.18

13 2.29 2.01 1.72 1.24

14 2.35 2.07 1.75 1.30

15 2.41 2.13 1.79 1.35

16 2.46 2.18 1.82 1.40

17 2.51 : 2.23 1.86 1.45

18 2.56 2.27 1.89 1.50

19 2.60 2.32 1.91 1.54

20 2.65 2.36 1.94 1.59

21 2.69 2.40 1.97 1.62

22 2.73 2.44 1.99 1.64

23 2.7 2.48 2.02 1.67

24 2.81 2.52 2.04 1.69

25 2.85 2.56 2.06 1.71

26 2.88 2.60 2.09 1.73

27 2.92 2.63 2.11 1.75

28 2.95 2.67 2.13 1.77

29 2.99 2.70 2.15 1.79

30 3.02 2.74 2.17 1.82

31 3.06 2.77 2.19 1.83

32 " 3.09 2.80 2.21 1.85

33 3.12 2.83 2.23 1.87

34 3.15 2.86 2.25 1.89
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