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Chapter Ins 14 

VALUATION OF ASSETS 

Ins 14 .01 Valuation of assets-salvage Ins 14.02 Capital , compulsory and secur-
and subroga tion ity surplus 

Ins 14.01 Valuation of assets - salvage and i;uhrngnlion . I 1) P RPOSE. 
This rule is intend d io implem nt and interprel ss. 601.41 , 601.42, a nd 
623.03, Stats .. for the purpose of sett ing minimum standa rds a nd le h
niques for account ing. valuing, reserving a nd r port ing of data rela ting 
to compa ny fina ncial transactions and other opera t ions and to rea ffir m 
the long-standing express posi t ion of lhe commissi(ln r of insurance. 

(2) SCOPE. This rule shall apply to all insurers other than town mutual 
insurers organized under ch. 612, Stats. 

(3) SALVAGE AND SUBROGATION. Beca us oft.he diffi cu lty in asc r la in
ing the value of items receiv d as salvag on pa id or unpa id losses a nd 
determining the amount which might b recovered by subrogaLi n on 
paid or unpaid losses, insurers doing a n in ·ura n e business in this stale 
shall not recognize as an asset or as a reduction of a liability in any an
nual statement or interim statement filed with the commissioner of in
surance any salvage or subrogation recoveries until such recoveries shall 
have been reduced to cash or its equivalent. Salvage or subrogation re
coveries reduced to cash or its equivalent shall be accounted for as an 
offset to losses paid . 

.,,olc: This rule is in consonance with the previous posit ion of lhc office of lhc comm issioner 
of insurance on this maller and thal espoused by t he national a'\socia t ion of insurance com
missioners a• evidenced in the instructions to the annual statement forms prrscribl'd bys. Ins 
7.01 15 1and 161. 

Hi"lori: Cr. Register, December, 1977, No. 264, elf. 1-1-78. 

Ins H .02 Capital, rom~ulsory and st•rurity surplus . I 11 PURPOSE. This 
section implements and mterprets ss. 600.03 I 45 ), 618.21 1l 1 1a 1, 623.11 
a nd 623.12, Stats ., for t he purpos of es ta blishing the a mount of capital 
and compulsory surplus an insurer is required to ma intain to provide 
reasonabl s curity aga inst conlingenci s a ffecting its financial position 
that a re not Cully covered by reserves or by reinsurance, and the amount 
of security surplus that an insurer should maintain in order to provide an 
ample margin of safety and clearly assure a sound operation. 

(2) SCOPE. This section shall apply to all lines of insurance except title 
insurance and mortgage guarantee insurance as defined ins. Ins 6.75 (2) 
(h) and (i ), and to each insurer subject toss. 623.11 and 645.41, Stats., 
except insurers licensed under chs. 612, 613, 615 or 616, Stats., and life 
insurers domiciled in foreign countries . 

( 3) COMPULSORY SURPLUS. Except for the adjustments to the circum
stances of individual insurers provided in s. 623.11 ( 1) ( b ), Stats., and 
sub. (6 ), the amount of compulsory surplus of an insurer shall be the 
greater of: 

(a) The sum of: 

1. 15% of premiums for individual life and disability insurance; 

2. 10% of premiums for group life and disability insurance; 
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3. The greater of 2'Y., of reserves or 7%% of premiums for annuities 
and deposit administration funds; 

4. 20 % of premiums for all other covered lines of insurance; or 

( b) $2 million for an insurer first authorized to do business in Wiscon
sin on or after January 1, 1982, or the amount required by statute or 
administrative order before that date for other insurers. 

( 4) SECURITY SURPLUS. The security surplus of an insurer shall be the 
compulsory surplus plus: 

(a ) 40% of compulsory surplus for insurers restricted under s. 620.04, 
Stats. 

(bl 40'Vo of compulsory surplus for other insurers with premiums of 
$10 mill ion or less reduced by B'i1 of compulsory surplus for each $33 
million of additional premiums in xcess of $10 million, but not less than 
109/. , of compulsory surp lus. 

(5 1 SEPARATE DETERMlNATION. Compulsory surplus and security sur
plus a r computed separately and are not added together for purposes of 
determining complianee wi th this rule. 

(6) PREMIUMS. For purposes of subs. (3) and (4), premiums are gross 
premiums and other considerations received for insurance and annuities 
in the 12-month period ending on or not more than 60 days before the 
date as of which the calculation is made with the following deductions 
and exclusions: 

(a ) Exclude annual and initial reinsurance premiums for contracts of 
modified coinsurance and premium deposits. 

(b ) D educt return premiums; premiums ceded to authorized reinsurers 
other than premiums of contracts of modifieid coinsurance; and retro
spective premium refunds and dividends paid or credited to 
policyholders. 

(7 ) INDIVIDUAL CIRCUMSTANCES. In the event of special circumstances 
of an individual insurer, the commissioner may by order: 

(a ) Adjust the factors in this section to calculate the compulsory or 
security surplus as a higher or lower amount than the amount deter
mined under sub. (3) or (4 ); 

(b ) Establish additional factors in relation to any relevant variables in 
determining the amount of compulsory surplus required for such insurer; 
and 

(c) Require minimum capital in an amount of less than $2 million . 

(8 ) COMBINING INSURERS. The commissioner may require the combi
nation of 2 or more insurers for a pplication of this section or may permit 
such combination upon requesl by such insurers. 

(9 ) REPORTING. Every insurer to which this sect ion applies shall com
pu te its compulsory surplus a nd s curity surpl us, as of the preceding De
cember 31, and i1rnlude a coµy of such computation as a part of its annual 
statement filed with Lhe commissioner under s. 601.42, tats., ands. Ins 
7.02. 
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I 10 J EXISTING ORDERS. This section shall not affect orders of the com
missioner requiring a different level of surplus existing on August 1, 1982. 

( 11 I DATE OF FIRST REPORT. The first report required by sub. I 9 i shall 
be computed as of December 31, 1982 and filed with the insurer's annual 
statement due March 1, 1983 . 

\011·: Compulsory ~u rp l u~ i~ lhc a mou nl or ; urplu. 1hat an insurer is required lo have in 
order not lo be fin nncia lh· ha ~.!lrdu11 ~ und~r ~ . IJ.1 5.-11 ••I 1, :-i tut•. An insurer must comply wilh 
investment restrictions and pcrrr11 Llcd <'ia.'l.Ws or in\'C•slnwnl.• In meeting required reserves and 
compulsory ands urily surp lus. 81'Cu rl ty surplu., ;_, nol rl'quir d beyond its use a.' a standard 
in investment reg:u lnl ion. 

The rul > is not intended lo detenmn the optimum level or surplus an insurer should have. 
Thal level should b~ u1..:id d by th e ollicin ls of ·a ·h msurer to rrnrct the individual circum
stances and goal~ or the Insurer. Th ru lt• I~ in\cndt•d inslead to eslahlish a ba.,ie minimum 
level with whkh most insurer~ can ca.•i ly com r1ly. 

The commissioner may see fit lo require a higher level of surplus, or permit a lower level , 
based on special circumstances. 

l•'or ~~amp l e , a spccifi1· ord er m11thl c.•tnblish u h11thcr surpl us requirement lor a small in
.•ur~r writing pr imarily ~Urnly h1Jsinl'SS or U lower requin•rn ' nl ror certain kinds o( annuity 
bus1 n~s.• ur ror co11 Lr. C l~ prov iding benefi t:i pay:d1 le In varh1 l1l~ dollar amounts within the 
meaning of ~- Gl l .25. Stats., and s. I n~ 2.13. Ollwr con ting •nrlr:i. I actors and variables which 
may be considered are sN forth ins. 623. I J. Stats. 

Since the rule docs not apply lo some Jines of insurance and certain types of insurers, olher 
requirements may be necessary [or those companies. This might entail separale rules or spe
cific orders. However, the proposed rule will apply lo a high percentage or Lhr insurance busi
ness written in Wisconsin. 

T he treatmMt of n•insurance premium. In lhe ru l may nut bt' clear. l 11 l h case nf a ll 
remsurnnco other than modified coinsurance. it is in tend~>/! that premiums on cllrl'Cl bu~ln & 
be iniLin lly inch1drd by Lhe ori1ti naling company under sub. 1 ' • inlro. 1 and llrnt ri•iMtiranc 
prem i um~ ·cded to .a reinsu r •r llc dQducted under suh. 16 1 1h 1, Tho r i11sura.ncc premiums 
c<.>dt'd would 111• lndudcd a.• premiums or the rc lnsurcr undrr ~ub . 10 1 d ntro.•. In lh« ca:;l' or 
modified coinllurancc. the ~irccl r1remium.s are lnrludcd liy i he or lgi nilllng n1mpa ny und r 
sub. I ()1 I ntro.1 rind lh~ r<)lnsurance prcm1umS are CXciUdl.'(i for \JUr[JOlll.'l\' or ihe rulr by UOlh 
the oriRinati r1 g r•impany and t he rcinsurer. 

-.;011•: Copies of forms OCI 22-008 and OCI 22-009. for use under sub. '9" may he obtained 
from the Office ol the Commissioner of Insurance, P.O. Box 7873, :"vladison, WI 53707-7873. 

llistori: Cr. Register, July, 1982, '.'io. 319, rff. 8-1-82; am' l •and 171, l{egister. Januarv 
1989, '.'io. 397, eff. 2-1-89; reprinted lo rnrrccl error in • 3' •a' :l, Rep;ister. ~larch, I 989 , '.'< o. 
399; am. 191, Rep;ister, .January, 1992, '.'io. ·133, el!. 2-1-92 . 
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