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CHAPTER 632

INSURANCE CONTRACTS IN SPECIFIC LINES

632.05 Indemnity amounts. (1) REPLACEMENT
COST OF COVERAGE . . An insurer may agree in a
property insurance policyy to indemnify the in-
sured for- the amount it would cost to repair,
rebuild or replace the damaged or destroyed
insured property with new materials of'like size,
kind and quality.

(2) TOTAL Loss .. Whenever' any policy insures
real property which is owned and occupied by

632.08 Mortgage clause . A provision for
payment to a mortgagee or other owner of a
security interest in property may be contained
in or added by endorsement to any insurance
policy protecting against loss or destruction of

SUBCHAP'iERI
FIRE AND OTHER PROPERTY INSURANCE

63205 Indemnity amounts ..
63208 Mortgage clause.
63209 Choice of law

SUBCHAPTER II
SURETY INSURANCE

632 14 Bond s need not be under seal
632 .17 Validity of surety bonds .

SUBCHAPTER III
LIABILITY INSURANCE IN GENERAL

6: 2 , 22 Required pro visions of liability insurance po licies .
63223, Prohibited exclusions in aircraft insura nce pol icie s .
63224 Direct act i on a ga i nst insurer .
632 . 2 5 Limited effect of c ondi tion s in empl o yer's li ability

policies _
63226 Notice provi sions

SUBCHAPTER IV
AUTOMOBILE AND MOTOR VEHICLE

INSURANCE
632 32 Provision s of motor vehicle insurance p o licies
63234 Defen se of noncooperation
632 . 35 Prohi bited rejecti on, cancell at i on and nonrenewal
63236 Accident i n the cour se of business or employ ment ;

rate increase prohibited . .
SUBCHAPTER V

LIFE INSURANCE AND ANNUITIES
63241 Prohibited pr ovisi on s in life in s u ra nce
63242 T rus tee and depos it agreements in life insurance .
63243 Standa rd nonforf8iture law for life insurance . .
632435 Standard nonforfeitu re law for individual deferred

annuitie s .
63244 Requi red provi s ions in l i fe in surance
63245 Contracts prov iding variable benefit s ..
63246 Incontesta bility and misstated age .
632 .47 Assignment of life i nsur ance rights..
632475 Li fe insu rance policy loan s
632 .48 Des ignat i on of beneficiary.
632485 Requirement that beneficiary not have intention-

ally killed the insured .
63249 Death presumed from abs ence. .
63250 Estoppel from medical examination ..
632 .55 Limitations on group life insurance
63256 Required group life insurance p rovisions

NOTE: Ch apter' 375, laws of 1975, w hich crea ted s ub chap-
ters I to V III of Chapter 632 o f the sta tutes, conta ins notes
explaining the revisi on. .

SUBCHAPTERI

FIRE AND OTHER PROPERTY
INSURANCE

632 57 Conversion opti o n in group a nd f ran c hi se life
insurance

632,60 Lim i tation on credit l i fe in s urance.
632 62 Participating and nonparticipating polic ies
63264 Certification o f di sabilit y .

SUBCHAPTER V I
DISABILITY INSURANCE

632 71 Estoppel from medica l examina tion , assi gnability
a nd change of beneficia ry

632 72 Medical a ss is tance; assi gnment. .
632 '73_ Right to r e turn poli cy . .
63274 Reinstatement of i ndividual or franch ise disabil i ty

insurance pol icie s,
632 .75 Prohibitedprovisions fo r disability insurance .
63276 Incontestability for disability in surance
632 '77 Permitted ' provis ion s fo r disabili ty in s urance

policies .
632 78 Required grace period for disability i n s urance

policies .
632 785 Notice of mandatory ri sk sharing plan.
632 79 Noti ce of termination of gro up h ospital , s u rgic al

or medica l expens e in s urance c over age due to
ce ssati on of bu siness o r default in payment of
premium s .

632 .80 Restriction s on med i cal pa ym e nt s insura nc e.
63281 Minimum standard s for medicate supp l ement

policies ,
632 ..8' 7 Res trictions on health c are serv ices ..
6 3 2 88 Policy exten sion for handi capp ed children ,
632 . 89 Required coverage of alcoholi sm and othe r

diseases .
632 895 Mandatory cove rage
632897 Hospital and medical coverage for persons ins ured

under i ndividual and gro up poli ci e s,
SUBCHAPTER VII

FRATERNALINSURANCE
63293 The fraternal contract..
63295 Fraud in obtaining membersh ip..
63296 Beneficiaries in fr a tern al contracts .

SUBCHAPTER Vill
MISCELLANEOUS

63297 Application of proceed s of credit insurance p o licy .
63298 Worker' s compensation in s urance ,
63299 Certifications of disability .

the insured as a dwelling and the property is
wholly destroyed, without criminal fault on the
part of ' the insured of the insured ' s assigns, the
amount of the loss shall be taken conclusively to
be the policy limits of the policy insuring the
pr ' ope1tY .

History : 1975 c 3 75 ; ]9 '79 c 73, 177
Where spouses owned and insured property jointly, arson

by husband did not bar wife from recovering fire insurance
proceeds Hedtcke v . Sentry Ins . Co 109 W (2d) 461, 326
NW (2d) 727 (1982) .

Insured's past rental of property did not preclude recov-
ery under (2) . Kohnen v . Wisconsin Mut Ins . Co . Ill W
(2d) 584, 331 NW (2d) 598 (Ct . App. . 1983) . .
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I NSURANCE CONTRACTS IN SPECIFIC LINES 632 .264647

632.24 Direct action against insurer. Any
bond or policy of'insurance covering liability to
others for negligence makes the insurer liable,
up to the amounts stated in the bond or policy,
to the persons entitled to recover against the
insured for the death of any person or for injury
to persons or property, irrespective of whether
the liability is presently established or is contin-
gent and to become fixed or certain by final
judgment against the insured .

Hi story: 1975 c 375
Excess-of'-policy coverage clause in reinsurance agreement

constituted a liability insurance contract insuring against tor-
tious failure to settle claim . Ott v. All-Star Ins Corp . 99 W
(2d) 635, 299 NW (2d) 839 (1981)

Federal compulsory counterclaim rule precluded action
against insurer understate direct action statute where action
directly against insured was barred by rule Fagnan v, Great
Central Ins . . Co 577 F (2d) 418 (1978) .

Breach of fiduciary duty was negligence for purposes of
Wisconsin's direct action and direct liability statutes . . Fed-
eral Deposit Ins . . Co v . MGICIndem Corp .: 462 F Supp 759
(1978) . .

Insurer's failure to join in insured motorist's petition to
remove to federal court necessitated remand to state court .
Padden v Galiaher, 513 F Supp, 770 (1981),

632 . 25 Limited effect of conditions in em -
ployer's liability policies. Any condition in an
employer's liability policy requiring compliance
by the insured with rules concerning the safety
of persons shall be limited in its effect in such a
way that in the event of breach by the insured
the insurer shall nevertheless be responsible to
the injured person under s . 632 24 as if' the
condition has not been breached, but shall be
subrogated to the injured person's claim against
the insured and be entitled to reimbursement by
the latter

Histo ry: 1975 c.. 375
"Condition" as used in this section does not refer to exclu-

sion, Bortz v Merrimac Mutual Ins . Co . 92W(2d)865,286
NW (2d) 16 (Ct App . 1979)

632.26 Notice provisions. ( 1 ) REQUIRED PRO-
VISIONS, Every liability insurance policy shall
provide :

(a) That notice given by or on behalf of the
insured to any authorized agent of the insurer
within this state, with particulars suMcient to
identify the insured, is notice to the insurer .

632 .14 Bonds need not be under seal . No
suretyship obligation need be under seal unless
a seal is required by the applicable federal law
or law of another jurisdiction .
Histo ry: 1975 c. 375 .

632 .17 Validity of surety bonds . (1) FAILURE
7 'O F ILE CERTIFICATE No instrument executed by
an insurer authorized to do a surety business is
ineffective because of failure to file the certifi-
cate of its authority to do business in this state
or a certified copy thereof; but the officer with
whom any instrument so executed has been filed
or any person who might claim the benefit
thereof may by written notice require the person
filing : the instrument to have a certified copy of
the certificate of authority filed with the officer,
and unless the copy is filed within 8 days after
receiptt of the notice the instrument does not
satisfy the requirement that thee instrument be
supplied. .

( 2) SATISFACTION OF OBLIGATIONS 10 PROVIDE
SURETY. An undertaking in appropriate terms
issued by an insurer authorized to do a surety
business : satisfies and is complete compliance
with any, authorization or requirement in the
law of"this state respecting surety bonds, under-
takings or other similarr obligations, and shall
be accepted as such by any official authorized to
receive or empowered to require such an under-
taking, subject to sub . . (1) .
Histo ry: 1975 c 375 .

SUBCHAPTER III

LIABILITY INSURANCE IN GENERAL

632.22 Required provisions of liability insur -
ance policies. Every liability insurance policy
shall provide that the bankruptcy or insolvency
of the insured shallnot diminish any liability of
the insurer to 3rd parties and that if' execution
against the insured is returned unsatisfied, an

or damage to property . If the insurance covers
real property, any loss not exceeding $500 shall
be paid to the insured mortgagor despite the
provision , unless the mortgagee is a named
insured .

History : 19 '75 c .375 ; 1979 c 102

632 .09 Choice of law. Every insurance
against loss or destruction of or damage to
property in this state or in the use of or income
from property in this state is governed by the
law of this state,

` H istory: 1975 c 375

SUBCHAPTER II

SURETY INSURANCE

action may be maintained against the insurer to
the extent that the liability is covered by the
policy.,

History: 1975 c 375

632.23 . Prohibited exclusions in aircraft in-
surance policies. No policy covering any liabil-
ity arising out of the ownership,, maintenance or
use of an aircraft, may exclude or deny coverage
because the aircraft is operated in violation of
air regulation, whether derived from federal or
state law or local ordinance
History : . 1975 c 375
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632.26 INSURANCE CONTRACTS IN SPECIFIC LINES 4648

(2) DEFINITIONS . In this section :
(a) "Motor vehicle" means a self'-propelled

land motor vehicle designed for travel on public
roads and subject to motor vehicle registration
under ch. .341 . . It includes trailers and semitrail-
ersdesigned for use with such vehicles : I t does
not include farm tractors, well drillers, road
machinery or snowmobiles

(b) "Motor vehicle handler" means a motor
vehicle sales agency, repair shop, service sta-
tion, storage garage or public parking place

(c) "Using" includes driving, operating,
manipulating, riding in and any other use . .

( 3) REQUIRED PROVISIONS, Except as pt ovided
in sub . (5), every policy subject to this section
issued to an owner shall provide that :

(a) Coverage provided to the named insured
applies in the same manner and under the same
provisions to any person using any motor vehi-
cle described in thee policy when the use is for
purposes and in the manner described im'the
policy.

(b) Coverage extends to any person legally
responsible for the use of the motor vehicle .

(4) REQUIRED UNINSUR ED MOTORIST AND MED-
I CAL PAYMENTS COVERAGES. Every policy O f 1T1-
surance subject to this section that insures with
respect to any motor vehicle registered or prin-
cipally garaged in this state against loss result-
ing from liability imposed by law forr bodily
injury or death suffered by any person arising
out of the ownership, maintenance or use of a
motor vehicle shall contain therein or supple-
mental thereto provisions approved by the
commissioner :

(a) Uninsured motorist, 1 For the protection
of persons injured who are legally entitled to
recover damages from owners or operators of
uninsured motor' vehicles because of bodily
injury, sickness or disease, including death re-
sulting therefrom, in limits of at least $25,000
per person and $50,000 per accident .. The
insurer' may increase the coverage limits pro-
vided under this paragraph up to the bodily
injury liability limits provided in the policy
2: In this paragraph "uninsured motor vehi-

cle"' also includes :
a An insured motor vehicle if"before or after

the accident the liability insurer of the motor
vehicle is declared insolvent by a court of com-
petent jurisdictionn

b . . An unidentified motor vehicle involved in
a hit-and-run accident.

3 : :Insurers makingt payment under : the unin-
sured motorists' ' coverage shall, to the extent of
the payment, be subrogated to the rights of'their
insureds .

(b) Medical payments To indemnify for
medical payments or chiropractic payments or

AUTOMOBILE AND MOTOR VEHICLE
INSURANCE

632 .32 Provisions of motor vehicle insur -
ance pol icies : (1) SCOPE Except as otherwise
provided, this section applies to every policy of
insurance issued or delivered in thiss state
against the insured's.liability for loss or damage
resulting from accident caused by any motor
vehicle, whether the loss or damage is to prop-
erty or to a person .

(b) That failure to give any notice required by
the policy within the time specified does not
invalidate a claim made by the insured if the
in sured shows tha t it was not re asonably poss i-
ble to give the notice within the prescribed time
and that notice wass given as soon as reasonably
possible , .

( 2) EFFECT OF, FAILURE TO GIVE NOTICE, Fail-
ure to give notice as required by the policy as
modifi ed by sub (1 ) ( b) does not bar liab i lity
under the policy if the insurer was not
prejudiced by the failure , but the risk of nonper-
suasion is upon the person claiming there was
no prejudice .

History: 1979 c; 102 .
Legislative Council Note, 1979 : Subsection (I ) is former s .

632 .32 (1), altered in 2. ways : (1) to extend its coverage to all
liability policies; and (2) to change "may" to "shall" The
subsection is divided into 2 paragraphs for clarity .

The first changee would strengthen the law . It is entirely
new and seems a desirable extension . .

"The second change' cotrects an error the wood "shall"
was used in the fourth draft of the bill that ultimately became
ch 375, laws of 1975, and was not changed in the addendum
to the fourth draft; dated July 14, 1975, Those documents
went to the insurance laws revision committee and then to the
legislative council for action . . Nothing appears in the minutes
of the committee's meeting of July 14, 1975 to indicate that a
change was made But in LRB-6218/1 of 1975, "may" ap-
pears instead of "shall" , That error, which was probably in-
advertent and the source of which we have not been able to
trace, was carried on into the final enactment

Sub . (2) continues the second sentence of ' for'mer' s: 632 . 34
(4). Shifting it to s 632 26, which is applicablee to all liability
insurance, broadens its application, but ,that seems desirable .
The term "burden of proof" is changed to "risk of nonpex-
suasion" to tighten up the meaning "Burden ' of proof" is a
broad term that comprehends 2 separate concepts : (1) the
burden of going forward with the evidence and (2) the burden
of persuading the trier of fact, better termed the "risk of non-
persuasion" . See McCormick, Evidence, (2nd ed ), at 784 n . .
4(t972) The statute is concerned with determining who wins
when the totality of evidence is .inconclusive, not with the
burden of going forward, which ought to be settled on the
basis bf 'general principles . Indeed, since the insurer will have
best (or the only) access to information about prejudice, it
may be quite unfair to put the burden of going forward on
the claimant

Subs . (1) (b) and` (2) are related The first is a requited
provision in the policy. The 2nd is a rnie of7aw It is prefera-
ble not to go too far in inserting excuses into the policy . Sub .
(1) (b) encourages the insured not to give up automatically if
notice is not timely given, but insertion of sub (2) into the
policy would arguably encourage an unduly long delay that
might prejudice both parties .. . [Bill 146-5]

Trial court erred in finding that plaintiff insured failed to
prove nonprejudicial effect- of' 12 month delay in notifying
defendant insurer . Ehlers v . Colonial Penn Ins . Co . 81 W
(2d) 64; 259 NW (2d) 718 -

SUBCHAPTER IV
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INSURANCE CONTRACTS IN SPECIFIC LINES 632.324649

2 . a. Any person who is a named in sured o r
passenger in or on the insured vehicle, with
respect to bodily injury, sickness or disease ,
includingg death resulting therefrom, to that
person .

b . This subdivision, as it relates to pas s en-
gers, does not apply to a policy of insurance for
a motorcycle as defined in s . 340,01 (32) or a
moped as defined in s 340,01 (29m) if' the
motorcycle or moped is designed to carry only
one person and does not have a seat for an y
passenger .

3 Any person while using the motor vehicle ,
solely for reasons of age, if the person is ofan
age authorized to dr ive a motor vehicle.

4. : Any use of the motor vehicle for unlawful
purposes, or for tran sportation of liquor in
violation of law, or while the driver is under the
influence of an intoxicant or a controlled sub-
stance under ch . 161 or a combination thereof,
under the influencee of any other drug to a
degree which renders him or her incapable of
safely driving, or under the comb i ned influence
of an intoxicant and any other drug to a degree
which renders him or her incapable of safel y
driving, or any use of the motor vehicle in a
reckless manner' . In this subdivision, "drug"
has the meaning specified in s . 450,06

(c) No policy may limit the time f 'or, giving
notice of any accident or casualty covered by
the policyy to less than 20 days . .

History: 1915 c. 3 '75, 421 ; 19 '79 c. 102, 104 ; 1979 c . 177 ss ,.
6 7, 68 ; . 19 ' Z9 c . 221 ; 1981 c. 284 ; 1983 a . 243, 459 ,

Legislative Council Note, 1979 : Sub . (1) retains the scope
portion of former sub . (1), but the notice provision of former
sub : (1 ) is transferred to news 63226 and broadened to ap-
ply to all liability insurance ..

Sub (2) (b) continues former sub : (2) (a) ; pans , (a) and (c)
are new definitions in this place, though par . (a) tracks the
language of s .. 3,44 Al (2) (b) It would be possible to sharpen
up the definition of motor vehicle, though that can only be
done on thee basis of a policy determination of what policies
should be subject to this section . The exact delimitation of
the affected class of policies is of less importance than if the
section were mandating insurance or purported to change
rules of law

Sub _ (4) conti nues former sub , (3) and former s . 632.. .34 (5)
with major editorial changes but without intended change of
meaning except to add an unidentified hit-run vehicle as an
uninsured vehicle. A precise definition of hit-and-run is not
necessary for in the rare case where a question arises the
court can draw the line ,

Sub . (5) continues the permitted provisions of former sub .
(2) (b) . Par.. (d) continues a sentence of former s 632,32 (2)
(b), relocated in relation to other provisions to make its ap-
plication clearer

Sub, (5) (e) deals with a latent ambiguity in former s .
20434', carried forward into s .. 632 34, which was picked up
andd noticed by the Wisconsin Supreme Court in Davison v .
Wilson (1975), 71 Wis.. 2d 6 .3.0 . . The court suggested (at p .
641) that the section should be the subject of a clarifying
amendment . The same ambiguity was dealt with by the court
in Dahm v . Employers Mutual Liability Insurance Company
of' Wisconsin (1976), 74 Wis.. 2d 123 The resolution of the
ambiguity in par . (e) is believed to represent the probable in-
tention ofthe legislature in the original enactment and, in any
event, to represent the sound position in public policy . .

- Sub , (6) deals with prohibited provisions. Par . (a) picks
up the last sentence of'f 'o t mer sub . . (2) (b) which was a prohib-
ited rather than a required provision . Par . (b) incorporates
what was formerly s . 632 .34 (3) in sub . (6) (b) 1, former subs .
(5) and (6) in sub . . (6) (b) 2, former sub . (2) (a) in sub . (6) (b) 3

both in the amount of at least $1 -, 000 per person
for protection of all persons using the insured
motor vehicle from losses resulting from bodily
injury or death, The named insured may reject
the coverage, If the named insured rejects the
coverage, it need not be provided in a subse-
quent r'enewal policy issued by the same insurer'
unless the insured requests it in writing . . Under
the medical or chiropractic payments coverage,
the insurer shall be subrogated to the rights of
its insured to the extent of its payments .. Cover--
age written under this paragraph may be excess
coverage over any other source of reimburse-
ment to which the insured person has a . legal
right .. _

(5) PERMISSIBLE PROVISIONS, (a) A policyy may
limit coverage to use that is with the permission
of the named insured or, if the insured is an
individual ; to usee that is with the permission of'
the named insured or an adultt member of that
insured's household other than a chauffeur or
domestic servant .. The permission is effective
even if; it violates s . 343,45 (2) and even if the use
is not authorized by law ..

(b) ,If ' the policy is issued to anyone other than
a motor vehicle handler, it may limit the cover-
age afforded to a motor vehicle handler or its
officers, agents or employes to the limits under
s : `344 . . 01 (2) (d) and to instances when there is
no other- valid and collectible insu rance with at
least those limits whether the other insurance is
primary, excess or contingent.

(c) If the policy is issued to a motor vehicle
handler; it may restrict coverage afforded to
anyone other than the motor vehicle handler or
its officers, agents or employes to the limits
under : s . : ,344.01 (2) (d) and to instances:when
there is no other valid and collectible insurance
with at least those lim its whether the other
insurance is primary, excess or contingent ..

(d) If a motor- vehicle covered by the policy is
sold or transferred, the purchaser or transferee
is not an additional insured unless the consent
of the insurer is endorsed on the policy , .

(e) A policy may provide fo r exclusions not
prohibited by sub (6) or other applicable law
Such exclusions are effective even if incidentally
to their main purpose they exclude : persons, uses
or'

.
overages that could not be directly excluded

under sub.. (6) (b) :
(6) PROHIBITED PROVISIONS . - (a) No policy

issued to a motor vehicle handler may exclude
coverage upon any of its officers, agentss or
employes when any of them are using motor-
vehicles ' owned by customers doing business
with the motor vehicle handler .

(b) No policy may exclude from the coverage
afforded of benefits provided :

1 :. Persons related by blood or marriage to
the insured.
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632 ..32 INSURANCE CONTRACTS I N SPECIFIC, LI NES 4650

and former s ub (2) (b) and (c) in s ub . (6) (b) 4 . Pa r (c) con-
tinues the firs t sentence of f ormer s 632 34 (4), without
cha nge

It esc aped the a ttention of eve r yone inv o lved in the revi -
s i on, and not least the principal dra fters , that former s .
632 .34 (1) narrowed the co verage of old s . 20434. That has
led , in thi s amendment , to combining most of ss, 6.3232 and
632 34 in a s i ngle . section , numbered 6.3 2.. .32 . All parts of s
632.34' which need to be preserved are t ransferred to s .
632.32, with the mino r exception contained in new s 63 2 ...34
[ Bill 146-S]
"F ami l y exclus ion cla use" valid in state of policy is s uance

will be giv e n effec t in Wisconsin. Knight v , Heritage Mut , .
Ins . . Co . 71 W (2d) 821, 239 NW (2d) 348

See note to 344 . 3 3 ., cit i ng Gros s v Joecks , 72 W (2d) 583 ,
'241 NW (2d) 727

Fell ow empl oye exclusi o n cla u se is only valid where tort-
feas or and injured par ty are employe s of the n amed insured
and employer is required to p r ovide worker 's compensation
cove ra ge . Dahm v. Employers Mat Liability Ins .. Cc 74 W
(2d) 1 23, 246 NW (2d) 131

Spouse wh o was not p ar ty t o contract, reasonably bel i ev-
in g that coverage existed aft er insu red spou s e 's death , must
begiven grace perio d before having to compl y with technica l ,
not commonly known pr o vi sions of policy Handal v. Amer-
ican Farmers Mut Cas Co 79 W (2d) 67 , 255 NW (2d) 903

Implied permission of named insured discu ssed . Amet i -
can Family Mut Ins . Co v. Osusky, 90 W (2d) 142,279 NW
(2d) 719 (Ct. App . .. 1979) .

Inju ry to police officer who was s tabbed while unloading
beer ca ns from automobi le did n ot arise out o f us e o f auto -
mobil e Tomlimv , Stat e Farm Mut Auto.. Ins Co . 95 W (2d )
2 1 5, 290 NW (2d) 285 (1980) .
Mandatory c overage pr ovisions of un ins ured motorist

statute (204 30 (3 ) (a) , 1973 scats }weie not violated by policy
exclusion that denied coverage to insured inj ured by .un i n-
sured motori st while i nsured wa s occupying uninsured vehi
cle owned by named insur ed . Roe v . Larson, 99 W (2d) ' 332,
298 NW (2d) 580 (1980)

Exclusions from uninsured motorist coverag e dis cu ssed . .
Vidmar v. American Family Mar, In s.. Co 104 W (2d) 360 ,
3 1 2 NW (2d) 129 (1981).

Sub (4) (a ) 2 . b : does not mandate cove rage for acc ident
invo lving insured's vehicle and unidentif i ed motor vehicle
wh e n there wass no physical contact between the vehicles .
Hayne u: P rogressive N ., Ins. Co 115 W (2d) 68, 339 NW (2d)
588 (1983) .

Third parties may recover agai nst insurer even though in-
s ured 's fra udulent application voided polic y under 631 1 1 .
Rauch v . American Fam Ins Co 115 W (2d) 257, 340 NW
(2d) 478 (1983) ..

See note to 814 .025; citing Radlein v. Industrial F i re &
Cas, Ins : Co 117 W (2d) 605, 345 NW (2d) 874 (198 4) .

Uninsured motorist c overage : Wisc o nsin courts open up
additional avenuesof recovery Dunphy. WBB Nov , 1982

632 .34 Defense of noncooperation . If a po l-
icy of automobi le liability insurance provides a
defense to the insurer for- l ack of cooperation on
the part , of the insured, the defense is not
effective against a 3rd person making a claim
against the insurer unless there was collusion
between the 3rd, person and the, insured or
unless the c laimant was a passenger' in or on the
insured vehicle . I f the defense is not effective
against- the claimant, after payment the insurer
is subrogated to the injured person's claim
against the insured to the extent of the paymentt
and is entitled to reimbursement by the insured ..

History : 7975 c 375, 421 ; 19 79 c : 102, 104, 177
Legislative Council Note, 1979 : This provision is contin-

ued from fo rmer, s . 63 2. 34 (8) It is changed from a required
provision of the policy to a rule of law . It is not the kind of
rule' that need ss to be put in the policy to inform the policy-
holder Indeed, the policyholder should receive no' encou r-
agement to fail to cooperate This is a relaxation of present
law [Bill 146-S]

632.42 Trustee and deposit agreements. : in
life insurance. (1 ) TRUSTEE AND OTHER AGREE-
MENrs.: An insurer may hold as a part of its
general assets the proceeds of any policy subject
to this subchapter under a trust or other agree-
ment upon such terms and restrictions as to
revocation by tbe, policyholder and control by
the beneficiary and with such exemptions from
the claims of creditors of'the beneficiary as the
insurer and the policyholder agree to in writing .
An insurer may also receive funds in such
amounts and upon such conditions, including
the right of the policyholder to withdraw un-
used portions thereof, as thee insurer and the
policyholder agree to in writing :

632 . 35 Prohibited rejection , cancellation
and nonrenewal. No insurer may cancel or
refuse to issue or renew an automobile insur-
ance policy wholly or partially because of one
or more of the following characteristics of any
person : age, sex, residence, race, color, creed,
religion, national origin, ancestry, marital sta-
tus or occupation . .

History : 1975 c 375; 1979 c 102 :

632.36 Accident in the course of business or
employment ; rate increase prohibited . An in-
surer may increase or charge a higher rate for a
motor vehicle liability insurance policy issued
or renewed on or after April 16, 1982 on the
basis of an accident which occurs while the
insured is operating a motor vehicle in the
course of'the insured's business or employment
only if the policy covers the insured for liability
arising in the course of'the insured's business or
employment .

History: 1981 c . 118,

SUBCHAPTER V

LIFE INSURANCE AND ANNUITIES

632.41 . Prohibited provisions in life insur-
ance ._ (1 ) ASSESSABLE POLICIES .. No insurer- may
i ssue - asse s s able life insurance policie s unde r
wh ich as sessments or calls ma y be made upon
policyholder s or other s.

(2) BURIAL INSURANCE.. No contract in which
the insurer a grees to pay for any of the incidents
of burial or other disposition o f the body of a
deceased may provide that the benefits a re
payable to a funeral di rector or any other
per son doing business related to bur ial s . .

History: 1975 c 373, 3 ' 75, 422 ; 1979 c - 102 .
Sub . (2) does not prohibit naming funer al director as bene-

ficiary of life insurance policy in conjunction with separate
agreement between insured and funeral director that pro-
ceeds will be ' used for funeral and burial expenses. 71 Atty . .
Gen . 7 .
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after any policy anniversary, a cash surrender
value of such amount as may be hereinafter
specified .

(e) For policies which cause on a basis guar-
anteed in the policy unscheduled changes in
benefits or premiums, or which provide an
option for changes in benefits or premiums
other than a change to a new policy , a statement
ofthe mortality table, interest rate, and method
used in calculating cash surrender values and
the paid-up nonforfeiture benefits available
under the policy . For other policies, a state-
ment of the mortality table and interestt rate
used in calculating the cash surrender values
and the paid-up nonforfe iture benefits available
tinder the policy and a table showing any cash
surrender value or paid-up nonforfeiture bene-
fit available under the policy on each policy
anniversary during the shorter of the first 20
policy years or the term of the policy assuming
that there are no dividends or paid-up addit ions
credited to the policy and that there is no
indebtedness to the company on the policy . .

(f) A statement that the cash surrender values
and the paid-up nonforfeiture benefits available
under the policy are not less than the minimum
values and benefits required by or pursuant to
the insurance law of the state in which the policy
is delivered ; an explanation of the manner in
which the cash surrender values and the paid-up
nonforfeiture benefits are altered by the exis-
tence of any paid-up additions credited to the
policy or any indebtedness to the company on
the policy; if a detailed statement of the method
of computation of the values and benefits
shown in the policy is not stated therein , a
statement that such method of computation has
been filed with the insurance supervisory offi-
cial of the state in whi ch the policy is delivered ;
and a statement ofthe method to be used in
calculating the cash surrender value and paid-
up nonforfeiture benefit available under the
policy on any policy ann iversary beyond the
last anniversary for which such values and
benefits are consecutively shown in the policy .

(g) The company shall reserve the right to
defer the payment of any cash surrender value
for'a period of' 6 months after demand therefor
with surrender ofthe policy .

(h) Any of the foregoing provisions or por-
tions thereof ' not applicable by reason of the
plan of insurance may, to the extent inapplica-
ble, be omitted from the policy .

(2) (a) Any cash surrender value under the
policy on default of ' a premium payment due on
any policy anniversary shall be not less than any
excess of the then present value of any existing
paid-up additions and future guaranteed bere-
fits which would have been provided by the
policy, if there had been no default, over the

632 . 43 Standard nonforfeiture law for life
insurance. (1) On and after January 1, 1948, no
policy of life insurance, except as stated in sub ..
(8), shall be issued or delivered in this state
unless it shall contain in substance the following
provisions, or corresponding provisions which
in the opinion of the commissioner are at least
as favorable to the defaulting or surrendering
policyholder as the minimum requirements
under this section and are substantially in com-
pliance with sub : (7m) :

(a) In the event of default in any premium
payment, the company will grant, upon proper,
request not later than 60 days after the due date
of the premium in default, apaid-up nonforfeit-
ure benefit on a plan stipulated in the policy,
effective as of the due date, of an amount
specified in this section or an actuarially
equivalent paid-up nonforfeiture benefit which
provides a greater amount or longer period of
death benefits or a greater amount or earlier
payment of endowment benefits .

(b) Upon surrender of the policy within 60
days after the due date of any premium pay-
ment in default after premiums have been paid
for at least 3 full years in the case of ordinary
insurance or 5 full years in the case of'industiial
insurance, the company will pay, in lieu of any
paid-up nonforfeiture benefit, a cash surrender
value of such amount as may be hereinafter
specified .

(c) A specified paid-up nonforfeiture benefit
shall become effective as specified in the policy
unless the person entitled to make such election
elects another available option not later than 60
days after the due date of'' the premium in
default

(d) If the policy shall have become paid up by
completion: of all premium payments or ifit is
continued under' any paid-up noriforfeiture
benefit which became' effective on or after the
third policy anniversary in the case of ordinary
insurance or, the fifth policy anniversary in the
case of industrial' insurance, the company will
pay, upon surrender ofthe policy within 30 days

(a) Advance premiums.. As premiums in
advance upon policies or annuities subject to
this subchapter ; or

(b) New policies, To accumulate for the
purchase of future policies or annuities subject
to this subchapter,

( 2 ) ACCUMULATION OF FUNDS . . Any insurer
may, in connection with life insurance or annu-
ity contracts, accept funds remitted to it under
an agreement for an accumulation ofthe funds
for the purpose of providing annuities or other
benefits, under such reasonable rules as are
prescribed by the commissioner .

His tory :' 1975 c. 3'7.3, .3'15, . 422 .
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sum of the present value of the adjusted premi-
ums under subs , (4) to (6m) corresponding to
premiums which would have fallen due on and
after the anniversary and the amount of any
indebtedness to the company on the policy .

(b) For a policy issued on or after the opera-
tive date of sub . (6m) providing by rider or
supplemental provision supplemental life insur-
ance or annuity benefits at the option of the
insured on payment of an additional premium,
any cash surrender value under the policy on
default of a premiumm payment due on a policy
anniversary shall be not less than the sum of the
following:

1 . The cash surrender value under par . (a) for
the policy without the rider or supplemental
provision .

2. The cash surrender value under par . (a) for
a pol i cy providing only the benefits of' the rider
or supplemental provision

(c) For a family policy issued on or after the
operative ` date of sub .. (6m) providing term
insurancee on the life of ' the spouse of the pri-
mary insured expiring before the spouse attains
the age of 71, any cash surrender value under
the policy on default of a premium payment due
on a policy anniversary shall be not less than the
sum of the following :
1 ,. The cash surrender value under par , (a) for

the policy without the term insurance on the life
of the spouse .

2 The cash surrender value under par, (a) for -
a policy providing only the benefits of the term
insurance on the life of the spouse .

(d) Any cash surrender value available within
30 days after any policy anniversary under any
policy paid-up by complet ion of all premium
payments or anyy policyy continued under any
paid-up nonforfeiture benefit shall be not less
than the then present value of any . existing paid-
up additions and future guaranteed benefits
provided by the policy decreased by any indebt-
edness to the company on the policy .

(3) Any paid-up nonforfeituie benefit avail-
able under the policy in the event of default in a
premiumm payment due on any policy anniver-
sary shall be such that its present value as of
such anniversary shall be at least equal to the
cash surrender value then provided for by the
policy or, if none is provided for, that cash
surrender value which' would have .e been re-
quired by this section in the absence of the
condition that premiums shall have been paid
for at least a specified period.

(4) Except as provided in sub . . (5) (b),' th e
adjusted premiums for any policy shall be calcu-
lated on an annual basis and shall be such
uniform percentage of ' the respective premiums
specified in the policy for each, . policy year ,
excluding any extra premiums charged because

of impairments or special ha zards , that the
present value , at the date of issue of the policy ,
of all adjusted premiums shall be equal to the
sum of (a) the then present value of the future
guaranteed benefits provided for by the policy ;
(b) 2 per cent of the amount of insurance, if the
insurancee is uniform in amount, or of the
equivalent uniform amount, as defined in sub..
(5) , if the amount of insurance varies with
duration of the policy ; (c) 40 per cent of the
adjusted premium for the fir st policy year; (d)
25 per cent of either the adjusted premium for
the first policy year or the adjusted premium for
a whole life policy of the same uniform or
equivalent uniform amount with uniform pre-
miums for the whole of life issued .: at the same
age for the same amount of insurance , which-
ever' is less ; provided, that in applying the
percentages specified in (c) and (d), no adjusted
premium shall be deemed to exceed 4 per cent of
the amount of insurance or uniform amount
equivalent thereto The date of issue of a policy
for the purpose of" Yhis subsection and sub.. (5)
shall be the date as of which the rated age of the
insured is determined ,

(5) (a) In the case of a , policy providing an
amount of insurancee varying . with duration of
the policy , the equivalent uniform amount
th ereof for the purpo se of sub (4) and t hi s
subsection shall be deemedd to be the uniform
amount of insurance provided by an otherwise
similar policy, containing the same endowment
benefits, if any, issued at the same agee and for
the same term, the amount of which does not
vary with duration and the benefits under which
have the same present value at the date of issue
as the benefits under the policy ; provided, that
in the case of a policy providing a varying
amount of insurance issued on the life of a child
under' age 10, thee equivalent un iform amount
may be computed as `though the amountt of
insurance provided by the policy prior to the
attainment of age 10 were the amount provided
by such policy at age 10 .

(b) The adjustedd premiums for any policy
providing term insurance benefits by rider or
supplemental policy provision shall be equal to :
A) thee adjusted premiums for an otherwise
similar policy issued at the same age without
such term insurancee benefits , increased ; during
the period for which premiums for ' such term
insurance benefits ace payable , by B) the ad-
justed premiums for such term insurance , the
foregoing items A) and B) being calculated
separately and as specified in par . (a) and sub ..
(4) except that, for- the purposes of (b), (c) and
(d) in sub , (4), the amount of insurance or
equivalentuniformm amount of insurance used in
the calculation of the adjusted premiums re-
ferred to in B) shall be equal to the excess of' the
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corresponding amount determined for the en-
tire policy over the amount used in the calcula-
tion of the adjusted premiums in A) .

(6) (a) Except as otherwise provided in par ..
(b) or (c) , all adjusted premiums and present
values referred to in this section shall for all
policies of oidinaxy insurance be calculated on
the basis of the commissioners 1941 standard
ordinary mortality table, except that for any
category of 'ordinary insurance issued on female
risks adjusted premiums and present values
may be calculated according to an age not more
than 3 ' years younger than the actual age of the
insured, and such calculations for all policies of

`' industrial insurance shall be made on the basis
of the 1941 standard industrial mortality table .
All calculations shall be made on the basis of
the rate of interest, not exceeding 3 1 /2 per cent
per year, specified in the policy for calculating
cash surrender `values and paid-up nonfoxfeit-
uie benefits; provided; that in calculating the
present value of any paid-up term insurance
with accompanying pure endowment, if any,
offered as a nonforfei[ure benefit, the rates` of
mortality assumed may not be more than 130
pe g ce nt of the rates of mortality according to
such a pplicable table For insurance issued on a
substandard basis, the calculation of any such
adjusted premiums and present values may be
based on such other table of mortality as may be
specified by the company andd approved by the
commissioner ' . .

(b) In the case of ordinary policies issued on
or after the operative date of this paragraph ; all
adjusted premiums and present values referred
to in this section shall be calculated on the basis
of the commissioners 1958 standard ordinary
mortality table and the rate of interest, not
exceeding 3 5% per year, specified in the policy
for calculating cash surrender values and paid-
up nonforfeiture benefits, provided that for any
category of ordinary insurance issued on female
risks adjusted premiums and:d present valuess
may be calculated according to an age not more
than 6 years younger than the actuall age of the
insured .. In calculating the present value of any
paid-up term insurance with accompanying
pure endowment, if any, offered as a nonforfeit-
ure benefit, the rates of mortality assumed may

'. be not more than those shown in the commis-
sioners 1958 extended ` team insurance table .
For insurance issued on a substandard basis,
the calculation of any such adjusted premiums
and, present values may be based on such other
tabe of mortality as may be specified by the
company and approved by the commissioner .
After June 14, 1959, any company may file with
the commissioner aa written notice of its election
to comply with the provisions of this paragraph

after a specified date before January 1 , 1966..
After the filing of such notice, then upon such
specified date, which shall be the operative date
of this paragraph for such company, this para-
graph shall become operative with respect to the
ordinary policies thereafter issued by such com-
pany If a company makes no such election, the
operative date of ' this paragraph for such com-
pany shall be January 1, 1966

(c) In the case of industrial policies issued on
or ' after the operative date of' ths paragraph as
defined herein, all adjusted premiums and
present values referred to in this section shall be
calculated on the basis of the commissioners
1961 standard industrial mortali ty table and the
rate of interest, not exceeding 3 1 / 2 per cent per
year, specified in the policy forr calculating cash
surrender, values and paid-up nonforfeiture
benefits ; provided, that in calculating the
present value of" any paid-up term insurance
with accompanying pure endowment, if any,
offered as a nonforfeiture benefit, the rates of
mortality assumed may be not more than those
shown in the commissioners 1961 industrial
extended term insurance table, and for insur-
ance issued on a substandard basis , the calcula-
tions of any such adjusted' premiums and
present values may be based on such other- table
of mortality as is specified by the company and
approved by the commissioner . After May 19 ,
1963, any company may file with the commis-
sioner a written notice of its election to comply
with this paragraph after a specified date before
January 1, 1968 : After the filing of such notice,
then upon such specified date (which shall be
the operative date of this paragraph for such
company), this paragraph shall become opera-
tive with respect to the industrial policies there-
after- issued by such company ,. If a company
makes no such election, the operative date of
this paragraph for such company shall be Janu-
ary 1, 1968 .

(d) A rate of interest not exceeding 5 .5% per
year, may be used for ordinary policies or indus-
trial policies ; or both, issued on or after- June 19,
1974, in lieu of the rate referred to in pays (b)
and (c) .

(6m) (a) In this subsection :
1 "Additional expense allowance" means

the sum of the following:
a One percent of any positive excess of the

average amount of insurance at the beginning
of each " of the first 10 policy years after an
unscheduled - change in benefits or premiums,
over , the average amount of insurance before
the change at the beginning of each of the first
10 policy years after the next most recent
change or date of issue, if there was no previous
change..
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b One-hundred twenty-five percent of any
positive increase in the nonfoxfeituxe net level
premium . . . . .

2 . "Date of issue" means the date as of which
the rated age of the insured is determined .

3 . "Nonforfeiture interest rate" means 125%
of the applicable calendar year valuation inter-
est rate under , s . 623 06 rounded to the nearest
O.25% .

4 .. "Nonfor#eiture net level premium" means
the present value at the date of issue of the
guaranteed benefits provided by a policy di-
vided:by the present value at the date of issue of
an annuity of one per year payable on the date
of issue and each policy anniversary on which a
premium is due:.

5. "Premiums" do not include amounts pay-
able as extra premiums to cover impairments or
special hazards or a uniform annual contract
charge or policy fee specified in the policy in the
method to be used in calculating cash surrender
values and paid-up nonforf'eiture benefits .

(b) Except- as provided under par : (d), ad-
justed, premiums shall be calculated on an an-
nual basis and shall be such a uniform percent-
age of - the. future premiums specified in the
policy for', each policy year that the present
value at the date of issue of ' the adjusted premi-
ums is equal to the sum of the following :

I The present value at the date of' issue of the
future guaranteed benefits provided by , the
policy

2 One percent of any uniformm amountt of
insurance or one percent of the average amount
of insurance at the beginning of' each of the first
10 policy years .

3 : One-hundred twenty-five percent :of the
nonf'orfeiture net level premium For purposes
of this subdivision ; the nonforf 'eiture net level
premium shall not exceed ,4% of any uniform
amount - ofl insurance or 4% of the average
amount of insurance at the beginning of each of
the first 10 policy years, _

; (c) For policies which cause on a basis guar-
anteed in the policy unscheduled changes in
benefits or premiums or- which provide an op-
tion for changes in benefits or premiums other
than a change to a new policy:

1 . The adjusted premiums and present values
shall at the date of issue be calculated on the
assumption thatt future benefits and premiums
do not change and at the time of ' the change the
fuYuxe- : adjusted premiums , nonforfeiture net
level premiums and present value shall be recal-
culated on the assumption that future benefits
and premiums do not undergo, further change . .

2 : Except as provided under par . (d), the
recalculated future adjusted premiums for the
policy shall be such a uniform percentage , of' the
future premiums specified in the policy fox each

policy year that the present value at the time of
the change of the adjusted premiums is equal to
the excess of ' the sum of the present value at the
time of the change of: the , future guaranteed
benefits provided by the policy and any addi-
tional expense allowance over any cash surren-
der value at the time of the change or present
value at thee time of the change of any paid-up
nonforfeiture benefit.

3 . The recalculated nonforfeitute net level
premium is equal to the sum, of the nonforf'eit-
ure net level premium applicable before the
change.e multiplied by the present valuee of an
annuity of one., per year payable on each anni-
versary of the policy on or after the date of the
change on which a premium would have fallen
due had the change not occurred, and the
present value at ,the time of the change of the
increase in future 'guaranteed benefits provided
by the policy, divided by the present value at the
time of, the change of an annuity of one per year
payable on each anniversary of the policy on or
after the date of change on which a premium
falls due .

(d) For a policy issued on a substandard basis
which provides reduced graded amounts of
insurance so that,, in each policy year, the policy
has the same tabular mortality cost as an other-
wise similar policy issuedd on the standard basis
which provides higher uniform amountss of in-
surance ; adjusted premiums and present values
for the substandard policy may be calculated as
if ' it were issued to provide the higher uniform
amounts of insurance on the standard basis . .

(e) All adjusted premiums and present values
under this section shall be calculated on the
following bases :

1 For ` ordinary insurance policies , the com-
missioners' 1980 standard ordinary mortality
table or, at the election of the company for ' any
one or more specified plans of life insurance , the
commissioners 1980 standard ordinary mortal-
ity table with 10-year select mo rtality factors . .

2 For , industrial insurance policies, the com-
missioners 1961 standard industrial mortality
table

3 Forr policiess issued in a calendar year , a
'' rate of interest not exceeding the nonfoxfeiture
interest rate for policies issued in that calendar
year, except that :

a At the option of the company, calculations
for all policies ' issued in a calendar year may be
made on the basis of a rate of interest not
exceeding the nonforfeiture interest rate for
policies issued in the immediately preceding
calendar year ,

b Under any paid-up nonforfeiture benefit
or any paid-up dividend addition, any cash
surrender value available shall be calculated on
the basis of the mortality table and rate of
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interest used in determining the amount of the
paid-up nonforfeiture benefit or paid-up divi-
dend additionss

c A companyy may calculate the amount of
any guaranteed paid-up nonforfeifute benefit
or anyy paid-up addition on the basis of an
interest rate no lower than that specified in the
policy for calculating cash surrender values .

d : In calculating the present value of any
paid-up term insurance with any accompanying
pure endowment offered as a nonfbrfeiture ben-
efit, the rates of ' mortality assumed may be not
more than those in the commissioners 1980
extended term insurance table for policies of
ordinary insurance and not more than those in
the commissioners 1961 industrial extended
term insurance table for ' policies of industrial
insurance ,

e . For insurance issued on a substandard
basis, the calculation of ' adjusted premiums and
present values may be based on appropriate
modifications of ' those fables .

f. Any ordinary mortality : tables adopted
after 1980 by the national association of insur-
ance commissioners, that are approved by rule
adopted by the commissioner for use in deter-
mining the minimum nonfoifeiture standard,
may be substituted for the commissioners 1980
standard ordinary mortality table with or with-
out 10-year select mortality factors or for the
commissioners 1980 extended term insurance
table
g Any . industrial mortalityy tables adopted

after 1980 by the national association of insur-
ance commissioners, that are approved by rule
adopted by the commissioner for use in deter-,
mining the minimum nonforfeiture standard,
may be substituted for- the commissioners 1961
standard industrial mortality table or the com-
missioners 1961 industrial extended term insur-
ance table .

(f) Any refiling of nonforfeiture values or
their:- methods of computation for any previ-
ously 'approved policy form which involves only
a change in the interest rate or mortality table
used to compute nonf "oifeituxe values does not
require refiling of any other provisions of that
policy form .

(g) This subsection applies to all policies
issued on or after the operative date under par . .
(h) and subs:. (4) to (6) do not apply to policies
issued on or after the operative date under par .
(h)

(h) After May 1, 1982, any company mayy file
with the commissioner a written notice of its
election to comply with this subsection after a
specified date before January 1, 1989, which
shall be the operative date of this subsection for
the company.. If a company makes no election ,

the operative date of this subsection for the
company is .January 1 , 1989 ..

(6t) (a) In this subsection, "plan" means a
plan o f life insurance :

1 . Providing for premiums based on recent
estimates of future experience available on or
near a premium due date ; or
2 For which the minimum nonforfeiture

values cannot be determined under this section ..
(b) No plan may be issued in this state unless

the commissioner determines that-
1 The benefits and pattern of premiums do

not mislead prospective policyholders or in-
sureds ; and
2. The benefits are substantially as favorable

to policyholders and insureds as the minimum
benefits required under this section . "

(c) The commissioner shall by rule adoptt a
method consistent withh the principles of this
section for determining the minimum cashh sur-
render values and paid-up nonforfeiture bene-
fits provided by a plan ,

(7) Any cash surrender value and any paid-
up nonforfeiture benefit, available under the
policyy in the event of default in a premium
payment due at any time other than on the
policy anniversary, shall be calculated with al-
lowance for the lapse of time and the payment
of fractional premiums beyond the last preced-
ing policy annivexsar,y . All values under subs ..
(2) to (6m) may be calculated upon the assump-
tion that any death benefit is payable at the end
of the policy year of death . The net value of any
paid-up additions, other than paid-up term
additions, shall be not less than the amounts
used to provide the additions.. Notwithstanding
sub .. . (2), additional benefits payable in the event
of death or `dismemberment by accident or
accidental means, in the event of total and
permanent disability, as reversionary annuity
or deferred reversionary annuity benefits, as
term insurance benefits provided by a rider or
supplemental policy provision to which, i f is-
sued as a separate policy, this section would not
apply,, as term insurance on the life of a child or
on the lives of children provided in a policy on
the life of a parent of the child, if the term
insurance expires before the child's age is 26, is
uniform in amount after the child's age is one,
and has not become paid up by reason of ' the
death of'` a parent of the child, and as other
policy benefits additional to life insurance and
endowment benefits, and premiums for all of
these additional benefits, shall be disregarded in
ascertaining cash surrender values and nonfor-
feituce benefits required by this section, and
none of these additional " benefits may be re-
quired to be included in any paid-up nonforfeit-
uxe benefits . .
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(f) Any cash surrender value available other
than in the event of default in a premium
payment due on a policy anniversary, and the
amount of any paid-up nonforfeilure benefit
available in the event of default in a premium
payment shall be determined by methods con-
sistent with the methods unde r subs.. (1) to (3),
(6m) and (7). The amounts of any cash surren-
der values and of anyy paid-up nonfocfeiture
benefits granted in connection with additional
benefits the same or similar to those under- sub
(7) shall conform to the principles of this
subsection .

(8) (a) This section does not apply to any :
1 . Reinsurance
2 . Group insurance .
3 . Pure endowment contract .
4. Annuity or reversionary annuity contract .
5 . . Term policy of uniform amount which

provides no guaranteed nonforfe iture or en-
dowment benefits of 20 years or l ess expiring
before age 71 , for which uniform premiums are
payable during the entire term of the policy , .

6 ' Term policy of decreasing amount, which
provides no guaranteed nonforfeiture or en-
dowment benefits, on which each adjusted pre-
mium, calculated under subs (4) to (6m) is less
than the adjusted premium calculated under
subs. (4) to (6m) on a term policy of uniform
amount providing no guaranteed nonforfeiture
ox endowment benefits, issued at the same age
and for the same initial amount of insurance
and for a term of 20 years or less expiring before
age ' 71, for which- uniform premiums are pay-
able during the entire term of ' the policy.

7 Policy providing no guaranteednonfor-
feiture or' endowment benefits, for which any
cash surrender value or present value of any
paid-up nonf'orfeiture benefit, at the beginning
of any policy year'; calculated under subs : (2) to
(6m), does not exceed 2 5% of " the amount of
insurance at the beginning of the same policy
year

8 .. Policy delivered outside this state through
an agent or other representative of' the company
issuing the policy

(b) For purposes of this subsection, the age at
expiry for a ,joint term life insurance policy is the
age at expiry of ' the oldest life.

(9) After ' May 22, 1943 , any company may
file with the commissioner a written notice of its
intention to comply with the provisions hereof
after a specified date before January 1, 1948 ..
After the filing of such notice, then upon such
specified date, this section shall become fully
effective with respect to policies thereafter is-
sued by such company and all previously ex-
isting provisions , of law inconsistent with this
section shall become inapplicable to such poli-
cies . Except as herein provided, this section

(7m) (a) This subsection applies to alll policies
issued on or after January 1 , 1984 . . Any cash
surrender value available under the policy in the
event of default in a premium payment due on
any policy anniversary shall be in an amount
which does not differ by more than 0 . 2% of any
uniform amount of insurance or 0 . 2% of the
average amount of insurance at the beginning
of each of the first 10 policy years, from the sum
of the following :

1 . The greater of zero and the basic cash
value under par. (b) on the policy anniversary

2 The present value of any existing pa id-up
additionsless the amount of any indebtedness
to the company under the policy . .

(b) The basic cash value is the present value
of the future guaranteed benefits which would
have been provided f'or' by the policy, excluding
any existing ' paid-up additions and before de-
duction of any indebtedness to the company , if
there had been no default, less the present value
on the policy anniversary of the nonfoxfeiture
factors under par . . (c) corresponding to premi-
ums which would have fallen due on and after
the policy anniversary : The effects on the basic
cash value of' supplemental life insurance or
annuity benefits or of family coverage under
subs . (2) or (4) to (6) shall be the same as the
effects under subs . (2) or (4) to (6) on the cash
surrender values under those subsections ..

(c) The nonforfeiture factor for each policy
year is an amount equal to a percentage of the
adjusted premium under subs .. (4) to (6m) for
the policy year . Except as provided under par .:
(d), the percentage:

1 Must be the same for each policy year
between the 2nd policy anniversary and the
later of the 5th policy anniversary and the first
policy anniversary at which there is available a
cash surrender value ; before including any paid-
up additions and before deducting any indebt =
edness, of at least 0 . 2% of any uniform amount
of insurance or 0:. 2% of the average amount of
insurance at the beginning of each of the first 10
policy years; and

2 Must apply to at least 5 consecutive policy
years after the latest of' the policy anniversaries
under` subd 1

(d) No basic cash value may be less than the
value which world be . obtained if the adjusted
premiums for the policy under- sub .. (6m) were
substituted for the nonforfeiture factors in the
calculation of the basic cash value , .

(e) All adjusted premiums and present values
under this subsection shall be calculated on the
mortality, and interest bases applicable to the
policy under this section . The cash surrender-
values undeithis subsection include any endow-
ment benefits provided by thee policy .
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portion of the paid-up annuity benefit ; calcu-
lated on the basi s of' the mortality tabl e, if any,
and interest rate specified in the contract for
determining the paid-up annuity benefit, and by
such payment shall be relieved of any further
obligation under ' such contract .

(4) The minimum values as specified in subs ..
(5) to (8) and (10) of any paid-up annuity, cash
surrender or death benefits available under an
annuity contract sh all be b ased upon m inimum
nonforfeiture amounts a s foll ows :

(a ) With respect to contr act s providing for
flexible considerations, the minimum nonfor-
feituce amount at any time at or prior to the
commencement of any . annuity payments shall
be equal to an accumulation up to such time at a
rate of interest of'3% per year of' percentages of
the net considerations paid prior to such time ,
decreased by the summ of any prior withdrawals
from or partial surrenders of' the contract accu-
mulated at a r ate of inter es t of 3% per year and
the amountt of' any indebtedness to the company
on the contract, including interest due and
accrued, and . increased by any existing addi-
tion al amounts credited by the company to the
contract.. The net considerations fox a given
contract year for purposes of this subsection
shall be an amount not less than zero and shall
be equal to the corresponding gross considera-
tions credited to the contract during the con-
tract year le ss an annual contr act charge of $30
and less a collection charge of ' $1 . 25 per consid-
eration credited to the contrac t during that
contract year The percentages of net consider-
ations shall be 65% of' the net consideration for
the first contract year and 87.5% of the net
considerations for the 2nd and later contr act
years, except that the percentage shall be 65%
of the portion of the tota l net consideration for
any renewal contract year which exceeds by not
more than 2 times the sum of those portions of
the net considerations in all prior contract years
for which the percentage was 65% .

(b) With respect to contracts providing for
fixed scheduled considerations; minimum non-
forfeiture amounts shall be calculated on the
assumption that considerations are paid annu-
ally in advance and shall be defined as fo r
contracts with flexible considerations which are
paid annually except that :

1 The portion of the net consideration for
the first contract year to be accumulated shall
be the sum of 65% of ' the net conside ration for
the first contract ,year plus 22 . 5% of the excess
of the net consideration for the first contract
year over the lesser of ' the net con s iderations for
the 2ndand 3rd contract years,

2 . The annual contract ' charge shall be the
lesser of $30 or 10% of the gross annual
consideration .,

632 .435 - Standard : nonforfeiture law for indi -
vidual deferred annuities . (1) I n the case of
contracts issued' on or after the operative date of
this section as defined in sub . (12), no contract
of annuity shall be delivered or issued for deliv-
ecy in this state unless it contains in substance
the following provisions or corresponding pro-
visions which irr the opinion of the commis-
sioner are at least as favorable to the contract
holder :

(a) Upon cessation of payment of considera-
tions under a contract the company will grant a
paid-up annuity on a plan stipulated in the
contract of such value as is specified in subs .. (5)
to (8) and (10)

(b) If' a contract provides for a lump sum
settlement at maturity or at any other time,
upon surrender of the contract at or prior to the
commencement of "any . annuity payments, the
company will pay in lieu of'anypaid-up annuity
benefit a cash surrender benefit of such amount
as is specified in subs.. (5), (6), (8) and (10) The
company shall reserve the right to defer the
payment of such cash surrender benefit for a
period of 6months after demand therefor with
surrender of'the contract :.

(c) A statement of'themoctaliry table, if'any,
and interest rates used in calculating any mini-
mum-paid-up 'annuity, cash surrender or death
benefits that are guaranteed under the contract,
together with sufficient information to deter-
mine the amounts of such benefits .

(d) A statement that any paid-up annuity,
cash surrender, or death benefits that may be
available under the contract are not less than
the minimum benefits required by any statute of
the state in which the contract is delivered and
an explanation of the manner in which such
'benefits are altered by the existence of any
additional amounts credited by the company to
the contract, any indebtedness to the company
on the contract or any prior withdrawals from
or partial surrenders of the contract :

(e) Notwithstanding the requirements of this
subsection, any deferred annuity contract may
provide that if' no considerations have been
received under a contract for a period of'2 years
and the portion of the paid-up annuity benefit
at maturity on the plan stipulated in the con-
tract arising from considerations paid prior to
such period would be less than $20 monthly, the
company may terminate such contract by pay-
ment in cash of the then present value of such

shall become effective January 1, 1948, and
shall from and after said date supersede all
provisions of law inconsistent or in conflict
therewith,

History: 1973 c 303; 1977 c. 153 s . 1 ; 1977 c. 339 s . 1 5;
1979 c. 110 s 60 (13); 1981 c. .307; 1983 a 189, 538 ,
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pang to the contract. For contracts which do
not provide any death benefits prior to the
commencement of any annuity payments, such
present values shall be calculated on the basis of
such interest rate and the mortality table speci-
fied in the contractfor determining the maturity
value of the paid-up annuity benefit, but the
present value of apaid-up annuity benefit shall
be not less than the minimum nonforfeiture
amount at that time..

(8) For the purpose of determining the bene-
fits calculated under- subs (6) and (7), in the case
of annuity contracts under which an election
may be made to have annuity payments com-
mence at optional maturity dates, the maturity
date shall be deemed to be the latest date for
which election shall be permitted by the con-
tract, but shall not be deemed to be later than
the anniversary of the contract next following
the annuitant's 70th birthday or the 10th anni-
versary of the contract, whichever is later ..

(9) Any contract which does not provide cash
surrender benefits or does not provide death
benefits at least equal to the minimum nonfor-
feiture amount prior to the commencement of
any annuity payments shall include a statement
in a prominent place in the contract that such
benefits are not provided .

(10) Any. paid-up annuity,, cash surrender or
death benefits available at any time , other than
on the contract anniversary under any contract
with fixed scheduled considerations, shall be
calculated with allowance for t he lapse of time
and the payment of any scheduled considera-
tions beyond the beginning of the contract year
in which cessation of payment of considerations
under the contract occurs

(11) For any contract which provides within
the same contract, by rider or supplemental
contract provision, both annuity benefits and
life insurance benefits that are in excess of the
greater of ' cash surrender benefits or a return of
the gross considerations with interest, the mini-
mum nonfoifeiturebenefits shall be equal to the
sum of' the minimum nonforfeiture benefits for
the annuity portion andd the minimum nonf'or-
feituxe benefits,, if any , forr the life insurance
portion computed as if eachh portion were a
separate contract Notwithstanding subs . (5) to
(8) and (10), additional benefits , payable in the
event of total and permanent disability, as re-
versionaryannuty or deferred reversionary an-
nuity benefits or as other policy benefits addi-
tional'xo life insurance, endowment and annuity
benefits, and considerations for all such addi-
tional benefits, shall be disregarded in ascer-
taining the minimum nonforfeiture amounts,
paid=up annuity, cash surrender and death ben-
efits that may be required by this section . . The

(c) With respect to contracts providing for a
single consideration, minimum nonfocfeiture
amounts shall be defined as for contracts with
flexible considerations except that the percent-
age of net consideration used to determine the
minimum nonforfeiture amount shall be equal
to 90% and the net consideration shall be the
gross consideration less a contract charge of
$75 .

(5) Any paid-up annuity benefit available
under a contract shall be such that its present
value on the date annuity payments are to
commence is at least equal to the minimum
nonforf'eiture amount on that date . Such
present value shall be computed using the mor-
tality table if' any, and the interest rate specified
in the contract for determining the minimum
paid-up annuity benefits guaranteed in the

`contract ,
(6) For contracts which provide cash surren-

der benefits, such cash surrender ' benefits avail-
able prior to maturity shall not be less than the
present value as of the date of surrender of that
portion of the maturity value of the paid-up
annuity benefit which would be provided under
the contract at maturity arising from considera-
tions'paid prior to the time of cash surrender
reduced by the amount appropriate to reflect
any prior, withdrawals from or partial surren-
ders of the contract; such present value being
calculated on the basis of am interest rate not
more than one percent higher than the interest
rate specified in the contract for accumulating
the net considerations to determine such matur-
ity value, decreased by the amount of any
indebtedness to the company on the contract,
including , interest due and accrued, and in-
creased by any existing additional amounts
credited by the company to the contract No
cash sur render benefit shall be less than the
minimum nonforfeiture amount at that time .
The death benefit under ' such contracts shall be
at least equal to the cash surrender benefit .

(7) Fox contracts which do not provide cash
surrender benefits, the present value of any
paid-up annuity benefit available as a nonfor-
feitureoption at any time prior to maturity shall
not be less than the present value of that portion
of the maturity value of the paid-up annuity
benefit . provided under the contract arising
from considerations paid prior to the time the
contract is surrendered ' in exchange for, or
changed to, a ; deferred paid-up annuity, such
present value being calculated for the period
prior to the maturity date on the basis of the
interest rate specified in the contract for ac-
cumulating the net considerations to determine
such maturity value, and increased by any ex-
isting additional amounts credited by the coin-
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inclusion of such additional benefitsshall not be
required in any paid-up benefits, unless such
additionall benefits separately would require
minimum nonforfeituce, amounts, paid-up an-
nuity, cash surrender and death benefits ..

(12) After November 8, 1977, any company
may file with the commissioner a written notice
of' its election to comply with'this section after a
specified date before the 2nd anniversary of
November 8, 19'77 After the filing of such
notice, then upon such specified date, which
shall be the operative date of this sectionn for
such company, this section shall become opera-
tive with respect to annuity contracts thereafter
issued by such company. If a 'company makes
no such election, the operative date- of this
section for- such company shall be the. 2nd
anniversary of November 8, 1977 .

(13) This section does not apply to any rein-
surance, group annuity purchased under, a re-
tirementplan or plan of defeited compensation
established ox maintained by an employer (in-
cluding a partnership or sole 'proprietorship),
an employe organization or both (other than a
plan providing individual retirement accounts
or individual retirement annuities under section
408 of the U S : internal revenue code, as now ox
hereafter amended), premium deposit fund,
variable annuity, investment annuity, immedi-
ate annuity, deferred annui ty contract af'te r'
annuity payments have commenced, reversion-
ary annuity or any contract which is delivered
outside this state through an agent or other'
representative of the company issuing the
contract .

History : 1 977 d 153; 1979 c . 1 10 s 60 (13) ,

632 .44 Required provisions in life insur-
ance . (1) SEPARATE BENEFITS, Every life insur-
ance policy shall specify separately each benefit
promised in the'policy,

(2) GRACE PERIOD Every life insurance policy
other-than a group policy shall contain a provi-
sion entitling the policyholder to a grace'pei'iod
ofnot less than 31 days fot the payment ofany
premium due except the first, during which the
death benefit shall'continue in force

(3) CREDIT LIFE (a) Individual credit life
insurance policies shall be for nonrenewable,
nonconvertible, term insurance . This`restric-
tion does not apply when evidence of insurabil-
ity is required nor when the credit transaction is
for more than 5' years .

(b) When the insured debtor has paid or has
made an obligation to pay all or any part of'the
premium under an individual credit life insur-
ance policy, the total charge to the debtor shall
be shown.n in the policy issued .d to the insured
debtor : However, the rate of charge to the
debtor rather than -thee total charge may be

632 .45 Contractss providing variable bene .-
fits . (1) IDENTIFICATION,, Any contract issued
under s . 611 .25 or under any section of'chs . 600
to 646' incorporating s . 61125 5 by reference
which provides for payment of benefits in vari-
able amounts shall contain a statement of the
essential features of the procedure to be fol-
lowed by the insurer in determining the dollar
amount of the variable benefits . . It shall contain
appropriate nonforfeiture benefits in lieu of
those under s 632 .43 and a grace provision
appropriate to such a contract in lieu of the
provision required, by s 632 .44. Any such
individual contract and any such certificate
issued under a group contract shall state that
the dollar amount may decrease or increase and
shall conspicuously display on its first page a
statement that the benefits thereunder are on a
variable basis, with a statement where in the
contract the details of the variable provisions
may be found..

(2) AMENDMENTS Any contract under sub
(1) shall state whether it may be amended as to
investment policy, voting rights, and conduct of
the business andd affairs of any segregatedd ac-
count Subject to any preemptive provision of
federal law, any such amendment is subject to
filing and approval under s. 631 20 and ap-
proval by a majority of the policyholders in the
segregated account

(3) MnxY,hiirrG PLAN Contracts under sub ..
(1), if they are not forms, may be issued only
within the terms of a general marketing plan
approved by the commissioner The marketing
plan shalll be designed to protect the interests of
the policyholders in regard to any votingg rights
and operation of'the segregated account and
amendment of'the contract .

Hi story : ` 1975 c .375 ; 1977 c 153 s 6; 1977 c . 339 s 44;
1979 c, 89, . 102, 177,

632 .46 . Incontestability and misstated age .
( 1 ) INCONTESTABILITY OF INDIVIDUAL POLIC IES . .
Except under sub, (3) or (4) or for'nonpaymentt
of premiums, no individual life insurance policy
may be contested after it has been in force from

shown where the indebtedness is variable from
period to period and the premium is computed
periodically on the outstanding balance . . The
policy shall contain provision for cancellation
of insurance upon termination of indebtedness
through prepayment and shall provide for a
refund of any unearned charge to the debtor,
computed on a formula filed with thee
commissioner .

(c) The insurer shall fully control and be
responsible for the settlement or adjustment of
all claims

History : 1975 c . 375, 421 .
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632.475 Life insurance policy loans . (1)DEFi-
Nrnorrs In this section :

(a) "Policy" includes a life insurance policy, a
certificate issued by a fraternal benefit society
and an annuity contract .

(b) "Policy loan" means a loan by an insurer,
including a premium loan, secured by the cash
surrender value of`a policy issued by the insurer .

(c) "Policy year" means a year beginning on
the anniversary date of a policy .

(2) INTEREST RATES, A'policy providing for
policy loans shall contain a provision for a
maximum interest rate on the loans in accord-
ance with one but`not both of the following :

(a) A provision permitting an adjustable
maximum rate established from time to time by
the insurer .

(b) A provision permitting a specified rate
not exceeding 12% per year .

ADJUSTABLE MAXIMUM RAZE. The rate of'
interest charged on a policy loan under sub, (2)
(a) shall not exceed the higher of the following :

(a) The rate used to compute the cash surren-
der values under the policy during the applica-
ble period plus 1%o per year

(b) Moody's corporate bond yield average .
(monthly average corporates), as published by
1Vloody's'investors service, inc . ., or its successor,
for the month ending 2 months before the rate is
applied : If such monthly average is no longer
published, a comparable average shall be sub-
stituted by the commissioner by rule

(4) FREQUENCY of exntvGES. If the maximum
rate of'interest is determined under sub . (2) (a)
the policy shall contain a provision setting forth
the frequency at which the rate is to be deter-

the date of issue fort years during the lifetime
of'the person whose life is at risk

j2) INCONTESTABILITY OF GROUP POLICIES.. EX -
cept'under sub,: (3) or (4) or for nonpayment of
premiums, no group life insurance policy may
be contested after it has been in force for 2 years
from its date of issue and no coverage of any
insured thereunder may be contested on the
basis of a statement made by the insured rela-
tive to his or her insurability after, the coverage
has been in force on the insured for 2 years
during the lifetime of" the insured. No such
statement may be used to contest coverage
unless contained in a written instrument signed
by the insuredd person'`

(3) MISSTATED AGE OR SEX, (a) Subject to par
(b) if'the age or sex of the person whose life is at
risk is misstated in an application for a policy of
life insurance and 'the error is not adjusted
during the person's lifetime the amount payable
under the policy is what the premium paid
would have purchased if'the age or sex had been
stated correctly

(b) If the person whose life is at risk was, at
the time the insurance was applied for, beyond
the maximum age limit designated by the in-
surer, the insurer shall refund at least the
amount of the premiums collected under the
policy,

( 4) DISABILITY COVERAGES A ND ADDITIONAL

ACCIDENT BENEFITS,, Despite subs (1) and (2),
disability cover ages and additional accident
benefits mayy be contested at any time on the
ground of fraudulent misrepresentation ..

History: 1975 c, .3'7 .3, 375, 422; 1 979 c, 1 022

osz.Ki - t+a tiognmem- v 1 IIIC IIlSWfii11{:C , fIC, fIlS.. 11L1AGU 1V1 111AL FJVllI.Y ,

(1) GENERAL. Except as provided in sub ( .3), the (5j I NTERVALS AND LIMITS ON CHANGES„ The
owner of anyy rights under a life insurance policy maximum t ate of interest f'or a policy subject to
or annuity contract may assign any of those sub . . (2) (a) shall be determined at regular inter-
rights, including any right to designate a benefi- vials at least : once every 12 months, : but not more
ciary and the rights secured under s .. 632,57 or frequently than once in any 3-month period . At
any other statute .: An assignment valid under the intervals specified in the policy :
general contract law vests the assigned rights in (a) The rate being charged may be changed as
the assignee subject, so far as reasonably neces- permitted under sub (3) but no, such change
sary for the protection of the insurer, to any shall be less than 0 ; :5% per year; and
provisions in the insurance` policy or annuity (b) The rate being charged must be reduced
contract inserted to protect the insurer against to oc below the maximum rate as determined
double payment or obligation under sub, (3) whenever the maximum is lower

( 2) RELATIVE RIGHTS OF ASSIGNEE AND BENEFI- than the rate being charged by 0 5% or more
cinRY The rights of a beneficiary under, a life: per ,year
insurance policy or annuity contract are (6) NoricE . The life insurer shall :
subordinate to those of an assignee, unless the, (a) Notify the policyholder of'the initial rate
beneficiary was effectively designated as an of interest on the loan at the time a policy loan is
irrevocable beneficiary priorr to the :assignment, made, if the loan is not a premium loan .

(3) GROUP ANNUITIES, Assignment may be ' (b) Notify the policyholder with respect to
expresslyy prohibited by a group contract pro- premium loans of the initial rate of interest on
viding annuities as retirement benefits, the loan as soon as it is reasonably practical to

History : 1975 c 37s, 375, 422: do so after making the initial loan Notice need
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632 . 48 Designation of beneficiary . (1) Pow-
ERS OF POL ICYHOLDERS . Subject to S . . E)32 .47 ( 2),
no life insurance policy or annuity contract may
restrict the right of a policyholder or certificate
holder :

(a) Irrevocable designation of beneficiary,
To make at any, time an irrevocable designation
of beneficiary effective .at once or at some
subsequent time ; or

(b) Change of beneficiary. If'the designation
of beneficiary is not explicitly irrevocable, to
change the beneficiary without the consent of
the, previously designated beneficiary . Subject
to s . 853 :. :17, as between the beneficiaries, any
act that unequivocally indicates an intention to
make the change is sufficient to effect it .

(2) PROTECTION OF rrrsuREx. An insurer may
prescribe formalities to be complied with for the
change of beneficiaries, but formalities pre-
scribed under this subsection shall be designed
only for- the protection of the insurer . The
insurer discharges its obligation under the in-
surance policy or certificate of insurance if it
pays a properly designated beneficiary unless it
has actual notice of either an assignment or a
change in beneficiary designation made under
sub. (1) (b) . It has actual notice if'the prescribed
formalities are complied with or if'the change in
beneficiary has been requested in the form
prescribed by the insurer` and delivered to an
intermediary representing the insurer
Histor y : 1975 c 373, 375 ; 422; 1979 c 93
Legislat ive Council Note, 1979: The amendment to sub. .

(2) adds a situation in which the insured has acted reasonably
in dealing with a representative of the insurer . As between
the insurer and the insured, the burden should fall upon the
insurer if the agent makes .s an error of this kind : The insurer,
of course, .may have a cause of action against its agent [Bill
20-sl

632.485 Requirement that beneficiary , not
have intentionally killed the insured . (1) A
beneficiary of a life insurance policy who inten-
tionally and feloniously kills the person on
whose life the policy is issued may not receive

632.55 Limitations on group life insurance .
No group life insurance policy may be issued on
any group unless the group is formed in good
faith for purposes other than to obtain
insurance.
Histo ry : 19'75 c. 3'71, 3'73, 375; 422; 1981 c 40.

632 .56 Required group life insurance provi-
sions. Every group' life insurance policy shall
contain the following :

(1) EVID ENCE OF INSURABILITY . A provision
setting forth any conditions under which the
insurer reserves the right to require a person
eligible for insurance to furnish evidence of
individual insurability satisfactory to the in-
surer as a condition to part or all of that
coverage :

(2) MISSTATEMENT OF AGE. A provision speci-
fying that an equitable adjustment of premiums
or of benefits or of both will be made if the age
of an insured person hass been misstatedd and
clearly stating the method of adjustment .

( 3) FACILI TY OF PAYMENT . A provision tha t
any sum becoming due by reason of'the death of
an insured person is payable to the beneficiary
designated by the insured person,, subject to
policy provisions if there is no designated bene-
ficiary, and to any right reserved by the insurer
in the policy and set forth in the certificate to
pay at its option a part of the sum not exceeding
$1,000 to any person appearing to the insurer to

not be given to the policyholder when a further
premium loan is added , except as provided in
par . (c) .

(c) Send to policyholders with loans 30 days'
advance notice of any increase in the interest
rate:

(7) COVERAGE CONIINUAIION No policy may
terminate in a policy year as the sole result of 'a
change - in the loan interest rate during that
policy ,year . The insurer shall maintain cover-
age until it would have terminated if there had
been no change ..

(8) POLICY PROVISIONS The pertinent provi-
sions of subs.. (2) and (4) shall be set forth in
substance in the policies to which they apply .

History:'. 1981 c. 51 ; 1983 a 215 .

any benefit under the policy . The policy is
payable as if' the killer had predeceased the
decedent .

(2) Section 852,01 (2m) (b) and (c) applies to
this section ..

History : 1981 c . 228.

632.49 Death presumed from absence . Sec-
tions 81 .3 . .22 to 81 .3.. .34 apply to all life insurance
policies

Histor y : 1979 c 102 s 174.

632 .50 ' Estoppel from medical examination .
If' under the rules of any insurer issuing life
insurance, its medical examiner has authority to
issue a certificate of health, or to declare the
proposed insured acceptable for insurance, and
so reports to the insurer or its agent, the insurer
is estopped to set up in defense of an action on
the policy issued thereon that the proposed
insured was not in the condition of health
required by thee policy at the time of issue or
delivery, or that there was a preexisting condi-
tion not noted in the certificate or report, unless
the certificate or report was procured through
the fraudulent misrepresentation or nondisclo-
sure by the applicant or proposed insured .

History:' 1975c 3'75 .
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be equitably entitled thereto by reason of hav-
ing incurred funeral or other expenses incident
to the last illness or death of the insured person .
T his subsection does not app ly to a policy
issued to a creditorr to insure his or her debtors

(4) NONFORFEIIURE . If it is not term insur-
ance, equitable nonforfeituce provisions, but
theyy need not be the samee provisions as ace in
individual policies . .

(5) GRACE PERIOD . . A provision that the poli-
cyholder is entitled to a grace period of'not less
than 31 days for the payment of any premium
due except the first . During the grace period the
deathh benefit coverage shall continue in force,
unless the policyholder gives the insurer ad-
vance written notice of discontinuance in ac-
cordance with the terms of the policy. The
policy may provide that the policyholder shall
be liable to the insurer for the payment of 'a
proportional premium for the time the policy
was in force during the grace period ..

History: 1975 c. 3'75, :42 1 ; 1979 c 1 10 s 60 (11),

632.57 Conversion option in group and
franchise life insurance . (1) SCOPE OF nrrL .icA-
ttoN. This section applies to all group life insur-
ance policies other than credit life insurance
policies and applies to franchise life insurance
policies providing term insurance renewable
only while ..e the insured is a member of thee
franchise unit..

(2) CONVERSION RIGHT UPON LOSS OF ELIGIBIL ;-

rrY. (a) I f'the insurance, or any portion of it, on
a person insured under a policy covered by this
section ceases because of termination of em-
ployment or of membership in the class or
franchise unit eligible for coverage, the insurer
shall, upon written application and payment of
the first premium within 31, days after the
termination, issue to the person, without evi-
dence of insurability, an individual policy pro-
viding bene fits reasonably simi lar- in ty p e ..e and
amount to those of the group or franchise
insurance, but which need not include disability
or other supplementary benefits,

(3 ) TERMS OF CONVERSION .. (a) Form ofpolicy
The individual policy shall, at the option of the
applicant,, be on any form then customarily
issued by the insurer, except term insurance ; at
thee age and for the amount applied for .,

(b) Amount of'coverage Thee individual pol-
icy shall, at the option of the applicant, be in an
amount as large as in the group or franchise life
insurance which ceases; less any amount of
insurance which has then matured as an endow-
ment payable to the insured person ; whether in
one sum of in instalments or in the form of an
annuity .

(c) Premium rates The premium on the indi-
vidual policy shall be at the customary rate then

632 .60 Limitation on credit life insurance .
Nothing in chs . 600 to 646 authorizes licensees
under s. 138.09 to require or accept insurance
not permitted under s . 138,09 (7) (h) .

History: 1975 c . 375 ; 1979 c, 89 :

632 .62 Participating and nonparticipating
policies. (1) AUTHORIZATION ., (a) Stock II1SUl '-
ers, A stock insurer may issue both participat-
ing and nonparticipating life insurance policies
and annuity contracts, subject to this section .

(b)'Fraternals and mutual insurers . A frater-
nal or mutual insurer issuing life insurance
policies may issue only participating policies,
except for the following situations in which it
may issue nonparticipating'policies:

1 . Paid-up, temporary, pure endowment in-
surance and annuity settlements provided in

applied generally by the insurer to policies in the
form and amount of the individual policy, to
the class of risk to which the person then
belongs without applying individual underwrit-
ing considerations, except as to occupation or
avocation, and to the person's age on the effec-
tive date of the individual policy .

( 4) CONVERSION UPON TERMINATION OF GROUP
OR FRANCHISE INSURANCE ... If' the group or
franchise policy terminates or is amended so as
to terminate the insurance of any class of in-
sured persons,, the insurer shall, on written
application and paymentt of the first premium
within 31 days after the termination, issue to
any person whose insurance is thus terminated
or amended, after having been in effect for at
least 5 years, an individual policy on the same
conditions as in subs . (2) and (3), less the
amount of any other group or franchise insur-
ance made available to thee person within 31
days thereafter as a consequence of the termina-
tion or amendment.. The group policy mayy
provide that the maximum amount of'insurance
available under this subsection is an amount
not less than $2,000 without a conversion
charge and an additional amount not less than
$3,000 by paying the insurer's usual conversion
charge on the additional amount . .

(5) - EXTENSION OF CLAIMS UNDER GROUP OR

FRANCHISE POLICY, If' a person insured under
the group or franchise policy dies during the
conversion period under sub .. (2) to (4) and
before an individual policy is effective, the
amount of life insurance whichh the person
would have been entitled to have issued as an
individual policy shall be payable as . a claim
under the group or franchise policy, whether or
not the person has applied for the individual
policy or paid the first premium .

History : 1 9'75 e, 3'75, 421,
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exchange for lapsed, surrendered or matured
policies ;

2. Annuities beginning within one year of'the
making of the contract ; and

3 . Such term insurance policies as the com-
missioner may exempt by .rule, .

(2) PARTICIPATION Every participating pol-
icy shall by its terms give its holder full right to
participate annually in the part of the surplus
accumulations from the participating business
of the insurer that are to be distributed .

(3) ACCOUNTING, Every insurer issuing both
participating and nonparticipating policies
shall separately account for the 2 classes of
business and no part of the amounts accumu-
lated or credited to the participating class may
be voluntarily transferred to the nonparticipat-
ing class .

(4) DIVIDEND PAYMENTS. (a) Deferred divi-
dends No life insurance policy or certificate
may be issued in which the accounting, appor-
tionmentand distribution of surplus is deferred
for a period longer than one year .,
(b) Payment Every insurer doing a partici-

pating business shall annually ascertain the
surplus over required reserves and other liabili-
ties . After setting aside such contingency
reserves as may be considered necessary and be
lawful, such reasonable nondistributable sur-
plus as is needed to permit orderly growth,
making provision for the payment of reason-
able dividends upon capital stock and such
sums as are required by prior contracts to be
held- on account of deferred dividend policies,
the remaining surplus shall be equitably appor-
tioned and returned as a dividend to the partici-
pating policyholders or certificate holders enti-
tled to share therein. A dividend may be
conditioned on the payment of the succeeding
year's premium only on the first and second
anniversaries of the policy .
History: !975c 373,375,422 ; 1979c . 102. .

632.64 Certification of disability . Insurers do-
ing a life insurance business in thiss state shall
afford equal weight to a certification of disabil-
ity signed by a physician with respect to matters
within the scope of the physician's professional
license and to a certification of'disability signed
by a chiropractor with respect to matters within
the scope of the chiropractor's professional
license for the purpose of insurance policies
they issue _ This section does not require an
insurer to >treat a certificate, of disabilityy as
conclusive, evidence of disability
History: 1981 c 55

632 . 73 Right to return policy. (1) RIGHT OF
RETURN. A policyholder may return any indi-
vidual or franchise disability policy within 10
days after receipt .. If the policyholder does so,
the contract is void, and all payments made
under it shall be refunded,. This subsection does
not apply to medicare supplement policies sub-
ject to s 632 73 (2m) .

(2) NOTIFICATION. Subsection (1) shall in
substance be conspicuously printed on the first
page of each suchh policyy or conspicuously at-
tached thereto,

(2m) MEDICARE SUPPLEMENT POL ICIES, Medi-
care supplement policies, other than those is-
sued pursuant to direct response solicitation,
shall have a notice prominently printed on the
first page of the policyy or attached thereto
stating in substance that the applicant shall
have the right to return the policy within 10
days of its delivery and to have the premium
refunded if, after examination of thee policy or
certificate, the applicant is not satisfied for any
reason . . Medicare supplement policies issued
pursuant to a direct response solicitation shall
have a notice prominently printed on the first
page or attached thereto stating in substance
that the applicant shall have the right to return
the policy or certificate within 30 days of its
delivery and to have the premium refunded if,
after examination, the applicant is not satisfied
for any.reason. Thee commissioner may by rule
exempt from this subsection certain classes of
medicare supplement policies, if the commis-
sioner finds the exemption is not adverse to the
interest of applicants :

SUBCHAPTER VI

DISABILITY INSURANCE

632 .71 Estoppel from medical examination,
assignability and change of beneficiary . Sec-
tions 632 .47 to 632 50 apply to disability insur-
ance policies .

Histo ry: 19'75 c . 3'73, 375, 422 .

632.72 Medical assistance ; assignment.
The providing of medical benefits under s .
49 . .02, 49 .03 or 49,046 or of medical assistance
under s 49 . .45, 49 46 or 49 .47 constitutes an
assignment to the department of health and
social services or, the county or municipality
providing the medical benefits or assistance ..
The assignment shall be, to the extent of the
medical benefits or assistance provided, for
benefits to which the recipient would be entitled
under any policy of health and disability
insurance:
Histo ry : 1917 c 29
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(3) PROHIBITION OF EXCLUSION FROM COVER-
AGE OF C ERTAIN DEPENDENT CHILDREN . . No disa-
bility insurance policy issued or renewed on or
after April 30, 1980 may exclude or terminate
from coverage any dependent child of an in-
sured person or' group member solely because
the child does not reside with the insured person
or group member

(4 ) GUI-OF-SiA7E SERVICE PROVIDERS. Except
as provided in s . 628:36, no disability insurance
policy may exclude 'or limit coverage of health
care services provided : outside this state, ifthe
services are provided within 75 miless of the
insured's residence in a facility, licensed or ap-
proved by the state where the, facility is located.

(5) PAYMENT'S FOR HOSPITAL SERVICES. No
insurer may reimburse a hospital for . patient
health care costs at a rate exceeding the rate
established under ch . 54 or s . 146 . .60 ..

History: 1975 c 375; 1979 c 22 1 ; 1 98 1 c . .304; 1983 a 27 .

632 . 76 Incontestability for disability insur-
ance . ( 1 ) AVOIDANCE ]FOR MISREPRESENTATIONS,
No statement made by an applicant in the
application for individual disability insurance
coverage and no statement made respecting the
person's insurability by a person insured under
a group policy, except fraudulent misrepresen-
tation, is a basis for avoidance of the policy or
denial of a claim for' loss incurred or disability
commencing.g after- the coverage has been in
effect for 2 years. The policy may provide for
incontestability even with respect to fraudulent
misstatements.

(2) PREEXISTING DISEASES (a) No claim for -
loss . incurred or disability commencing after 2
years from the date of issue of the policy may be
reduced or denied on the ground thatt a disease
or physical condition existed prior, to the effec-
tive date of coverage, unless the condition was
excluded from coverage by name or specific
description by a provision effective on the date
of loss .

(b) No claim for loss incurred or disability
commencing after' 6 months fiom the datee of
issue of a medicare supplement policy may be
reduced or,denied on the ground that a disease
or, physical condition existed prior to the effec-
tive date of coverage . A medicare'supplement
policy may not define a preexisting conditionx~
more restrictively than a condition for which :::
medical advice was given or treatment wasp,
recommended by or, received from a physician
within 6` months before the effective date' of
coverage.. The commissioner- may by rule ex- ,
empt from this paragraph certain classes of
medicare supplement policies, ifthe commis-
sioner, finds the exemption is not adverse to the
interest of policyholders .

History : 19 '75 c. . .3'15, 4 2 1 ; 1 98 1 c 82

632 .74 Reinstatement of individual or
franchise , disability.y insurance policies . (1)
CONDITIONS OF REINSTATEMENT ., I f Sri insurer-,
after having canceled an individual or ;franchise
disability insurance policy for nonpayment of
premium, within one year after the cancellation
accepts withoutt reservation a premium pay-
ment covering more than the period of time for
which premiums remained unpaid prior to the
effective date of the cancellation, the policy is
reinstated as of the .e date of the acceptance . .
There is no acceptance without reservation if
the insurer delivers .or mails a written statement
of reservations within 30, days after receipt of
the payment

(2) CONSEQUENCES OF REINSTATEMENT . If a
policy is reinstated under sub . (1) or if' the
insurer -within one ; year after the termination
issues to the policyholder a reinstatement pol-
icy, any losses resulting from accidents occur-
ring or sickness beginning between the termina-
tion and the effective date of the reinstatement
or thee new policy are not covered, and no
premium is payable for that period, except to
the extent thatt the ,premium is applied to a
reserve for future losses . The insurer may also
charge a reinstatement fee in accordance with a
schedule that has been filed with and expressly
approved by the commissioner as not excessive
and not unreasonably discriminatory .. In all
other respects, the reinstated or renewed con-
tract shall be treated as an uninterrupted
contract..

History : 1975 .c 37s .

632 .75 Prohibited : . provisionss for disability
insurance . (1) DEATH PRESUMED FROM EX-
TENDED ABSENCE, Section 813„22 .(1) applies to
any disability insurance policy providing a
death benefit

(2 ) DIVIDENDS CONDITIONED ON CONTINUA-

T ION OF POLICY OR' PAYMENT OF PREMIUMS :, Ex-

cept on the first of second anniversary, no
dividend payable on a disability insurance pol-
icy may be made contingent on the continuation
of the policy or on premium payments .

(3) EXEMPTIONS, (a) Specified.. This section
does not apply to single premium nonrenewable
policies issued for terms not greater than 6
months or covering accidents only or accidental
bodily injuries only ,, .

(b) By rule. . The commissioner may ;by rule
permit exemptions from subs . (1) and (2) for
additional classes or parts of classes of insur-
ance where the right to return the policy would
be impracticable or is not necessary to protect
the policyholder's interests .

History: 1975 c. 375, 421 ; 1981 c .. 82.
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persons affected of the existence of the manda-
tory health insurance risk sharing plan under
subch. II of ch 619, as well as the eligibility
requirements and method of applying for cover-
age under, the plan :

(a) A notice of rejection or cancellation of
coverage.

(b) A notice of . reduction or limitation of
coverage, including restrictive riders, if the ef-
fect of the reduction or limitation is to substan-
tiallyxeducecoverage compared to the coverage
available to a person considered a standard risk
for the type of coverage provided by the plan ..

(c) A notice of'increase in premium exceeding
the,premium thenn in effect for the insured
person, by SO%: or more, unless the increase
applies to substantially, all of the insurer's
health insurance policies then in effect .,

(d) A notice of premium for a policy not yet
in effect which exceeds the premium applicable
to a person considered a standard risk by 50%
or more for the types of coverage provided by
the plan

(2) Any notice issued under sub. (1) shall also
state the reasons for the rejection, termination,
cancellation or imposition of underwriting
restrictions .
"H istory: 1979 c 313 ; 1981 c . 83 .

632 . 79 Notice of termination of group hospi -
tal , surgicall or medical expense insurance
coverage due to cessation of business or
default in payment of premiums . (1) Score .
This section shall apply to every group hospital,
surgical or medical expense insurance policy or
service plan purchased . by or on behalf' of an
employer to provide coverage for employes and
issued under s . 185.981 or byany insurer autho-
rized under chs 600 to 646 which has been
delivered, renewed or is otherwise in force on or
after June 1 .2 ; 1976

(2) NOTICE TO POLICYHOLDER OR PARTY RE-
SPONSIBL E FOR PAYMENT OF, PREMIUMS .. (a) Prior
to termination' of any..y group policy, plan or
coverage subject to this-section due to a cessa-
tion of business or default in payment of premi-
ums' by the policyholder, trust, association or
other party responsible' for Such payment, the
insurer or organization issuing the policy, con-
tract, booklet or other. evidence of insurance
shall notify in writing the policyholder ; trust,
association or other party responsible for pay-
ment of premiums of the date as of which the
policy or plan will be terminated or discontin-
ued At such time, the"nsurer'oi' organization
shall additionally furnish to the policyholder,
trust, association or other party a notice form in
sufficient number to be distributed to covered
einployes or members indicating what rights, if
any, are available to them upon termination .

. 632 :785 Notice of mandatory risk sharing
plan . ( 1)'If'an insurer issues one or more of the
following or takes any other action based whol-
ly or partially on medical under-writing 'consid-
erations which is likely to render any person
eligible under s. '619 .P2 for coverage `under
subch II of'ch 619, the insurer shall notify all

632 .77 Permitted provisions for disability in .-
surance policies. If' any provisions are con-
tained in a disability insurance policy dealing
with the following subjects, they shall conform
to the requirements specified :

(1 ) CHANGE OF OCCUPAT ION . . Any provision
respecting change of occupation may provide
only for a lower; maximum payment and for
reduction of loss payments proportionate to the
change in appropriate premium rates if' the
change is to a higher rated occupation, and
must provide for retroactive reduction of pre-
mium rates from the date of'change of occupa-
tion or the last policy anniversary date, which-
ever is the more recent, if the change is to a
lower rated occupation . .

(2) MISSTATEMENT O F AGE .. Any provision
respecting misstatement of age may only pro-
vide for reduction of the loss payable to the
amount that the premium paid would have
purchased at the correct age:

(3) LIMITATIONS ON PAYMENTS., Any' limita-
tion on payments because of other insurance or
because of the income o,f'the insured must be in
accordance with provisions approved by the
commissioner; by rule or explicitly approved in
approving the policy form.

(4) FnciLirY of rnxMErir . Reasonable facility
of payment clauses inay, be inserted . Payment
in`accordance'with such clauses shall discharge
the}insurec?s obligation to pay claims .

History : 1975 c 375 ; 1979 c 102 .

637.78 Required grace period for disability
insurance policies . Every disability insurance
policy shall contain clauses providing for a
grace period of'' at least 7 days for weekly
premium 'policies, 10 days for `monthly pre-
mium policies and 31 days for all other policies,
for each premium after the first, during which
the policy shall continue in force In groupand
blanket policies the policy must provide for a
gracee period- of at least 31 days unless: the
policyholder gives written notice of`discontinu-
ance prior to the date of discontinuance and in
accordance with the policy terms. In group or
blanket; policies, the policy: may provide for
payment, of a proportional premium for the
period the policy is in effect during thee grace
period under this section .. . : .

History: 1975 c . 375 ; 19777 c . 371 ; 1979 c 75 ; 1979 c 110
s : 60 (11); 1979 c, 221 ; 19816 '39 :
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(b) For purpose of notice and distribution to
covered employes and members under par. (a),
the administrator responsible for determining
the persons covered and the premiums payable
to the insurer or organization under any group
policy; or plann of disability insurance is respon-
sible f'or'- providing such notices . .

(3) L IABILITY OF INSURER OR SERVICE'ORGANI-
ZAIION FOR PAYMENT OF CLA IMS Under any
group policy or plan subject to this section, the
insurer or organization shall be liable for all
valid claims for covered losses prior to the
expiration of any grace period specified in the
group policy or plan . :

(5) NOTICE EXCEPTION, The notice require-
ments of this section shall not apply if' a group
policy or plan providing coverage to employer
or members is terminated and immediately re-
placed by another policy or plan providing
similar coverage to such employer or members
> History: 1-975 c 352; 19'15 c . 422 s . 106; 1979 c ; 32, 221

Legisl ative Counc il Not e, 1975 : This section requires in-
surance companies and service organizations issuingg group
hospital, surgical or medical expense insurance policies and
plans covering groups oEemployes to provide advance .notice
whenever coverage is to be terminated due to a default in the
payment of premiums or a cessation of the employer's
business

In such instances, notice of termination must be given to
both the employer,, or otherr party responsible for the pay-
ment of premiums, who 'shall directly notify affected em-
ployes,'and to the commissioner of inswanee The commis-
sionei is then required to provide additional notice of
termination of coverage to affected employer by promptly
publishing such noticee in the local newspaper, =

In addition, the bill provides that an insurance company
or service organization shall remain liable for all valid claims
incurred by employer under the `group policy or plan until the
expiration of any grace period for late premium payments as
may be provided in the group contractor until the 15th day
after notice of termination is received by the commissioner,
whichever is later

The administrator of any muitiemployer group insurance
trust or, plan covering employer would also be required to
provide the above notices, and for such purpose the adminis-
trator is deemed the agent of the insurer or service ,organiza-
lion . Finally, an exemption from the notice requirements is
provided where a group policy is terminated and immediately
replaced by similar group coverage for the same employer,
[Bill 594-Al

632.80 Restrictions on medical payments i n -
surance. The provisions of this subchapter do
not apply to medical payments insurance when
it is a part of or supplemental to liability, steam
boiler, elevator, automobile or, other insurance
covering loss of or damage to, property, pro-
vided the loss, damage Or expense arises out of'a
hazard directly related to such other insurance .
History : 1975 c 375,.

632 .81 Minimum . standards for medicare
supplement policies . The commissioner may
by rule establish minimum standards for bene-
fits under medicate supplement policies to as-
sure that coverage is reasonable in relation to
benefits not provided by medicare The com-
missioner may by, rule exempt from the mini-

632 . 87 Restrictions on health care services .
(1) No insurer may refuse to provide or pay for
benefits for health care services provided by a
licensed health care professional on the ground
that the services were not rendered by a physi-
cian as defined in s 990,01 (28), unless the
contract clearly excludes services by such
practitioners . .

(2) No insurer may, under a contract or plan
covering vision care services or procedures,
refuse to provide coverage for vision care ser-
vices or procedures provided by an optometrist
licensed under ch. 449 within the scope of the
practice of optometry, as defined in s . 449 .01
(1), if the contract or plan includes coverage for
the same services or procedures when provided
by another health care provider .
His tory : 1975 c .. 223, 371, 422 ; 1981 c 205 ; 1983 a 27 ..
Legislative Council Note, 1975: This [sub, (1)] continues

(and expands the scope oo s . 207 04 (1) (k) [repealed by this
act], which does not deal with an unfair marketing practice
but an unduly restrictive interpretation of an insurance con-
tract Presently it applies onlyy to podiatrists but thee same
pri nciples apply to all hea lth care professionals . Since t he
legislature has licensedd podiatrists (s 448 .10 et seq . .), as well
as other health care professionals who are not physicians, ap-
plicable insurance contracts should provide benefits for their
services or payment to them, as well as for those of physi-
cians, unless they are specifically and clearly excluded by a
policy which has been approved by the commissioner . But
general principles of freedom of'contcact should be operative
if the contract is clear enough .. Parties negotiating for insui-
ance coverage should be free to decide what kind of health
care services they want and are willing to pay for . [ Bill 16-SJ

632 .88 Policy extension for handicapped
children . (1) TERMINATION OF COVERAGE .. Every
hospitall or medical expense insurance policy or
contract that provides that coverage of'a depen-
dent child of 'a person insured under the policy
shall terminate uponn attainment of 'a limiting
age for dependentt children specified in the
policy shall also provide that the age limitation
may not operate to terminate the coverage of a
dependentchild while the child is and continues
to be both :

(a) Incapable of self-sustaining employment
because of mental retardation or physical hand-
icap; and

(b) Chiefly dependent upon the person in-
sured under the policy for support and
maintenance .:

(2) PROOF OFINCAPACITY The insurer, may
require that proof of'the incapacity and depen-
dency be furnished by the person insured under
the policy within 31 days of thedate the child
attains the limiting age, and at any time there-
after except that the insurer may not require
proof more frequently than annually after the 2-

mum standards certain types of coverage, if the
commissioner finds the exemption is not ad-
verse to the interest of policyholders . .

History: 1981 c 82
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holismand drug abuse including but not limited
to partial hospitalization services, prescribed
drugs and collateral interviews.s with patients'
families, relating to diagnosed alcoholism, drug
abuse ,, or mental and nervouss disorders of the
patient, in an amount not less than the first $500
in any calendar year for any alcoholism or drug
abuse services, or for outpatient services pro-
vided by or under contract for a board estab-
li shed under s . 51 : 42, and $500 for any other
outpatient services for mental and nervous dis-
orders . No contract or joint contract w r itten in
combination with major medical coverage shall
be required to provide coverage under this
paragraph for more than $500 for any combina-
tion of disabilities required to be covered under
this paragraph. The department of health and
social services may by rule promulgated under
ch . 227 adjust this amount at 2-year intervals to
reflect changes in the costt of medical care .

( 2m) LIABILITY TO THE STATE OR COUNTY . . For'
any insu r ance policy issued on or after January
1, 1981, any insur er providing hospital treat-
ment coverage is liabl to the state or, county for
any costs incurred fo r service s a state or county
owned or operated inpatient health care facility
or community-based residential facility, a s de-
fined in s 140 . 85 (1) or 140 . 86 , provides to a
patient regardless of the patient's liability for
the services , to the extent that the insurer is
lia ble to the patient for services provided at any
other inpatient health care facility or
community-based residential facility ,

(3) ADDITIONAL REQUIRED ' COVERAGE FOR
CORPORATIONS SUBJECT TO CH. E13„ Any corpo-
ration subject to ch . 613 is subject to sub . (2)
and in addition its group disability policies,

,joint contracts or contracts which provide for
hospital treatment or outpatient treatment shall
provide outpatient hospital treatment of
alcoholism .

(5) MEDICARE EXCLUSION. No insurer or
other organization subject to this section is
required to duplicate coverage available under
the federal medicare program .`

(6) RULES The department of health and
social services may by 'i ule impose reasonable
standards for . the treatment of kidney diseases
required to be covered under s : 632,895 (4),
which shall not be inconsistent with or less
stringent than applicable federal standards .

History : 197 5 c ` 223, 224, 315 ; 19 '7 '1 c 203 s 106; 19 79 c ..
175, 221; 1981 c . 20 ` s : 2202 '(20) (q); 1981 c . 39 ss . 14,15, 22 ;
198 1 c 314; 198.3 a 27 ; 1983 a,: 189 s ! 329 (5) .'

632.895 Mandatory coverage. (1) DEFINI-
TIONS . In this . section : ..

(a) "Disability insurance policy" means sur-
gical, medical, hospital ; ,major medical or other
health service coverage but does not include

632.89 Required coverage of alcoholism
and other diseases.. (1) DEFINITIONS, In this
section :

(a) "Outpatient treatment facility" means a
facility licensed or approved by the department
of health and social services whose outpatient
services meet the standards established in s .
51 .42 (12) and which provides those services,
except inpatient services, enumerated in s 51 .42
(5) (b) and. (c) and (Sm) (b) for the prevention
and amelioration of mental disabilities, includ-
ing but not limited to mental and nervous
disorders, alcoholism and drug abuse.

(b) "Hospital", is a facility described in s . .
50.33 (2) (a)-and (c) which is licensed under s .
50.35 or is an approved public or private treat-
ment facility for the treatment of alcoholics as
defined ins 51 45 (2) (b) and (c),.

(e) : `.`Physician" has the meaning designated
in s . 990,01 (28)

;. (d) "Outpatient services" means services ., :
medications, equipment and supplies per-
formed or; furnished by or under the supervision
of or on referral from a physician at a hospital
or, outpatient treatment facility to a patient who
is nott a bed patient of the hospital or outpatient
treatment facility .

(2 ) REQUIRED COVERAGE . FOR ALL INSUR ERS.. .
(a) Scope: Each group disability policy, joint
contract or contract providing hospital treat-
ment coverage shall include coverage for :

L :Inpatient hospital treatment of mental and
nervous disorders, alcoholism and drug abuse,

(b) Exclusions in coverage 1 . Except as pro-
vided in par. (c), coverages under pans (a) and
(d) may not be subject to exclusions or limita-
tioris which are not generally applicable to other
conditions covered under the policy or contract . .
2: On or after January 1, 1981, no contract

issued or .renewed by an, insurer' may limit
insurance coverage of any service provided by a
'state or countyy owned or operated inpatient
health care facility or community-based cesi-
dentia} facility ; as defined in s . 140,85 (1) or
140;.86, unless the contract similarly limits cov-
erage of the service if provided by any other
inpatient health' care facility or community-
based residential facility . ;

(c) Minimum confinement Cover-ages under
par. (a) I mayy not provide less than 30 days'

,confinement in -any calendar year,
(d) Outpatient treatment. ; Every contract or,

,joint contract issued : by an insurer subject to
this section providing coverage for outpatient
treatment shall provide coverage for outpatient
services f'or mental and nervous disorders, alto-

dear period immediately following attainment
of the limiting age: by the child .

History: 1 975 c 375 .
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hospital indemnity policies or ancillary cover-
ages such as income continuation, loss of time
or accident benefits.

(b) "Home care" means care and treatment
of an insured under a plan of care established,
approved in writing and reviewed at least every
2 months by the attending physician , unless the
attending physician determines that a longer
interval between reviews is sufficient, and con-
sisting of one or more of the following :

1 . Part-time or intermittent home nursing
care by or under the supervision of a registered
nurse .

2 . Part-time or intermittent home health aide
services whichare medically necessary as part of
the home care plan, under the supervision of a
registered nurse or medical sociall worker ,
which consist solely of ` caring for the patient . .

3 : Physical, respiratory , occupational or
speech therapy .- .

4 . Medical supplies, drugs and medications
prescribed by a physician and laboratory ser-
vices by or on behalf of 'a hospital, if necessary
under the home care plan, to the extent such
items would be covered under the policy if the
insured had been hospitalized .

5 , Nutrition counseling provided by or under
the supervision of a registered dietician where
such services are medically necessary as part of
the home care plan

6 . The evaluation of the need for and devel-
opment of a plan, by a registered nurse, physi-
cian extender or medical social worker ',, for
home care .when approved or requested , by the
attending physician

(c) "Hospital indemnity policies" means pol-
icies which provide benefits in a stated amount
for confinement in a hospital, regardless of the
hospital expenses . actually incurred by the in-
suied , . due :to such confinement . .

(d) "Immediate family" means the spouse,
children , parents, grandparents, brothers and
sisters of the insured and their spouses ,

(2) HOME CARE, (a) Every disability insurance
policy which provides coverage of expenses
incurred for in-patient hospital care shall pro-
vide coverage for the usual and customary fees
fox -home care Such coverage shall be subject to
the same deductible and coinsurance provisions
of the , policy as other covered services: The
maximum weekly benefit for such coverage
need not exceed -':the usual and customary
weekly cost for care in a skilled nursing facility ,
If an insurer provides disability insurance, or if
2 or more insurers jointly provide disability
insurance, an insured under 2 or more poli-
cies, home care coverage is required under only
one`of" the policies..

(b) Home care shall not be reimbursed unlesss
the attending physician certifies that :

1 . Hospitalization or confinement in a skilled
nursing facility would otherwise be required if
home care was not provided.
2 . Necessary care and treatment are not

available from members of' the insured's imme-
diate" family or other person's residing with the
insured without causing undue hardship .

3 . . The home care services shall be provided
or coordinated by a state-licensed or medicare-
certified home health agency or certified reha-
bilitation agency .

(c) If the insured was hospitalized immedi-
ately prior to the commencement of home care ,
the home care plan shall also be initially ap-
proved by the physician who was the primary
provider of' services during the hospitalization .

(d) Each visit by a person providing services
under a home care plan or evaluating the need
fo r or developing a plan shall be considered as
one home care visit . The policy may contain a
limit on the number of home care visits , but not
less than 40 visits in any 12-month period, for
each person covered under the policy . Up to 4
consecutive hours in a 24-hour period of home
health aide s ervice s hall b e considered as one
home care visit.

(e ) Every disabil ity insurance policy which
purports to provide coverage supplementing
parts A and B of Title XVIII of the social
security act ' shall make available and if re-
quested by the insured provide coverage of
supplemental : home care visits beyond those
provided by parts A and B, sufficient to
produce an aggregate coverage of 365 home
care visits per policy year .

(f) This subsection does not require coverage
for any services provided by members of the
insured's immediate family or any other person
residing with the insured .

(g) Insurers reviewing the certified state-
ments of physicians as to the appropriateness
and medical necessity of' the services certified by
the physician under this subsection mayy apply
the same review criteria and standards which
are utilized by the insurer for all other business.

(3) S KILLED NURSING CARE. Every disability
insurance policy filed after November 29, 1979,
which provides coverage for hospital care shall
provide cover age fo r at least 30 days for skilled
nursing care to patients who enter a licensed
skilled nursing care facility within 24 hours after
discharge from a general hospital . The daily
rate payable under this subsection shall not
exceed the maximum daily rate established for
licensed skilled nursing care fa cilities by the
department of health and social services . The
coverage under this subsection shall apply only
to' skilled nursing care which is certified as
medically necessary by the attending physician
and is recertified as medically necessary every 7
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days .. . The coverage under this subsection shall
apply only to the continued treatment for the
samee medical or surgical condition for which
thee insured had been treated at the hospital
pr ior to entry into the skilled nursing care
facility, Thee coverage under this subsection
shall not apply to care which is essentially
domiciliary or custodial, or to care which is
available to the insured without charge or under
a governmental health care program, other than
a program provided under s . 49 46 or 49 . .47 .

( 4) KIDNEY DISEASE TREATMENT, Every disa-
bility insurance policy which provides hospital
treatment coveragee on an expense incurred ba-
sis shall provide coverage for hospital inpatient
and outpatient kidney disease treatment, which
may., be limited to dialysis,, transplantation and
donor:-related services, in an, amount not less
than $30,000 annually, as defined by the depart-
ment of" health and social services under s .
632.,89 (6). No insurer is required to duplicate
coverage available under the federal medicare
program, nor dup l icate any other insurance
coveragee the insured may have . Coverage
under this subsection may not be subject to
exclusions or limitations, including deductibles
and coinsurance factors, which are not gener-
ally applicable to other conditions covered
under r the policy,

(5) COVERAGE OF NEWBORN INFANTS. (a) No
disability insurance policy which provides cov-
erage for a member of the insured's familyy may
be issued unless it provides thatt benefits appli-
cable fox children shall be payable with respect
to a newly, born child of` the insured from the
moment of birth .

(b) Coverage for newly born children re-
quired under this subsection shall consider eon-
genital defects and birth abnormalities as an
injury or sickness under the policy andd shall
cover functional repair or restoration of any
body part when necessary to achieve normal
body functioning, but shalll not cover . cosmetic
surgery performed only to improve appearance,

(c) If payment of" a specific premium or
subscription fee is required to provide coverage
for a child ; the policy may require that notifica-
tion of'the birth of a child and payment of the
required premium or fees shall be furnished to
the insurer within 60 days: after the date of birth,
The insurer may refuse to continue coverage
beyond the 60-day period if such notification is
not received, unless within one year after the
birth of the child the insured makes all past-due
payments and in addition pays interest on such
payments at the rate of 5 1/2% per year .

(d) If payment of a specific premium or
subscription fee is not required to provide cov-
erage for a child, the policy or contract may
request notification of the birth of a child but

632 .897. Hospital and medical coverage for
persons insured under individual and group
policies ., (1) In this section:

(a) "Dependent" means a person who is or
would be covered as a dependent of 'a group
member under the terms of the, group policy
including, but not limited to, age limits, if the
group member continues or had continued as a
member of the group ..

(b) "Employer" means the policyholder in
the case of'a group policy as defined in par ; (c)1
and the sponsor in the case of a group policy as
defined in par . (c)

.2 or 3, (c) "Group policy" means :
1': An insurance policy issued by an insurer to

a policyholder` on behalf of a group whose
members thereby receive hospital or medical
coverage on either an expense incurred or ser-
vice basis, other, than for specified diseases or
for accidental injuries ;

may not deny or refuse to continue coverage if
such notification is not furnished ..

(e) This subsection applies to all policies
issued or renewedafter May 5, 1976, and to all
policies in existence on June 1, 1976 .. All
policies issued or renewed after .June 1, 1976,
shall be amended to comply with the require-
ments'of`this subsection : .

(6) EQUIPMENT AND SUPPL I ES FOR TREATMENT
OF DIABETES, Every disabilityinsurance policy
which providess coverage of expenses incurred
for treatment of diabetes shall provide until
December 31, 1988, and may provide thereafter
coverage for- expenses incurred by the installa-
tion and use of an insulin infusion pump or
other equipment or supplies in the treatment of
diabetes and shall provide until December 31,
1988, and may provide thereafter coverage of
diabetic self'-management education programs .
Coverage required under this subsection shall
be subject to the same deductible and coinsur-
ance provisions of the policy as other covered
expenses, except that insulin infusion pump
coverage may be limited to the purchase of one
pump per year and the insurer may require the
insured to use a pump for 30 days before
purchase . .

(7) MATERNITY COVERAGE FOR DEPENDENT
CHILDREN Every group disability insurance
policy which provides coverage of dependent
children and maternity coverage for any indi-
vidual shall provide maternity coverage for
dependent children Coverage required under
this subsection may not be subject to exclusions
or limitations which are, not applied to other
maternity coverage under the policy .

History: 198 1 c . .39 ss 4 to 12, 1 8, 20; 1981 c 85, 99; 1981
c. 3 14 ss. 1 22, 123, 125; 1983 a 36, 429.
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2 . An uninsured plan or program whereby a
health maintenance organization , labor union ,
religious community or other sponsor contracts
to provide hospital or medical coverage to
members of 'a group on either an expense in-
curred or service basis , other than for specified
diseases or for- accidental injuries ; or

3 . A plan or program whereby a sponsor
arranges for the mass marketing of franchise
insurance to members of a group related to one
another through their relationship with the
sponsor .

(cm) "Individual policy " means an insurance
policy whereby an insured receives hospital or
medicall coverage on either an expense incurred
ox service basis , other than for specified diseases
or for- accidental irijupes

(d) "Insurer" means the insurer in the case of
a group policy as defined in par (c) 1 or 3 and
the sponsor in the case of a group policy as
defined in par-, (c) 2

(e) "Medicare " means coverage under both
part A and part B ,of' Ttle XVIII of" the federal
social security act, 42 USC 1395 et seq . ., as
amended ..

(f) "Terminated insured" means a person
entitled to elect continued or conversion cover-
age, under sub . (2) (b) or (9) .

(1 m) This section applies to any group policy
wh ich would otherwise be exempt under s .
600 . . 01. (1) (b) 3 if at least 150 of the certificate
holders or insureds are residents of this state .

(2) (a) No group policy which provides cover-
age to. the spouse of the group member may
contain a provision for termination of coverage
for the spouse solely as a result of a break in
their marital relationship except by reason of
the entry of' a judgment of' divoice or annulment
of their marriage .

(b) An insurer issuing or renewing a group
policy on or after May 14, 1980 and every
insurer on and after the date which is 2 years
after May 14, 1980 shall permit the following
persons who have been ' continuously covered
under a ' group- policy for at least 3 months to
elect to continue group policy coverage under-
sub.. (3) ' or to convert to individual coverage
under' sub . (4) :

1 .. The former spouse of' a group member who
otherwise would terminate coverage because of
divorce or annulment .;

2 . . A group member who would 'otherwise
terminate eligibilityy for coverage under the
group policy other than a group member who
terminates eligibility for coverage due to dis-
charge : for misconduct shown , in connection
with his or her employment

3 . The spousee or dependent of 'a group mem-
ber if ' the group member dies while covered by

the group policy and the spouse or dependent
was also, covered.

'' (c) Group policy coverage of a terminated
insured who is entitled under par . (b) to elect
continued group policy coverage or conversion
to individual coverage and coverage of the
spouse and dependents of' the terminated in-
sured provided for in the group policy continues
until ` the terminated insured is notified under
par.. (d) of' the right to elect continued or conver-
sion coverage if the premium for the coverage
continues to be paid .

(d) -If ' the employer is notified to terminate
the coverage for- any of the reasons provided
under par'(b), the employer ' shall provide the
terminated insured written notification of the
right to continue group coverage or convert to
individual coverage and the payment amounts
required for either continued or converted cov-
erage including the manner , place and time in
which the payments shall be made . . This notice
shall be given not more than 5 days after the
employer receives notice to terminate coverage ..
The payment amount for continued group cov-
exage may not exceed the group rate in effect for
a group member; including an employer ' s con-
tribution, if any, for ' a group policy as defined in
sub ., (1) (c) 1 or the equivalent value of the
monthly contribution of a group member ' to a
groupp policy as defined in sub . (1) (c) 2 or the
equivalent value of the monthly premium for
franchise insurance as defined in sub .. (1) (c) 3 :
The premium for converted coverage shall be
determined in accordance with the insurer's
table of premium ratess applicable to the age and
class of risks of ' each person to be covered under
that policy and to the type and amount of
coverage provided The notice may be sent to
the terminated insured's home address as
shown on the records of ' the employer,.

(3) (a) If ' the terminated insured or , with
respect to a minor, the parent or guardian of the
terminated insured, elects to continue group
coverage and- . tenders to the 'employer the
amount required within 30 days after receiving
notice under sub: (2) (d) ; coverage of the termi-
nated insured' and, if' the terminated insured is
eligible for-, continued coverage under sub.. (2)
(b) 2, coveage of the covered spouse and de-
pendents of the terminated insured shall con-
tinue :without interruption and may not termi-
nate unless one of the following occurs :

1 The terminated insured establishes resi-
dence outside . "this state ..

2 The terminated insured fails to make
timely payment of ' .a required premium amount ..

3 The terminated insured is eligible for con-
tinued coverage under sub . (2 ) (b) 1 and the
group member through whom the former
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the insurer for conversions and approved for '
this purpose by the commissioner of insurance .

(c) If the first premium for conversion covet-
age is tendered to the insurer within 30 days
after the notice of termination of group cover-
age , the individual conversion policy shall be
issued with an effective date of the day follow-
ing the termination of group or individual
coverage.

(d) This subsection does not require individ-
ual coverage to be offered by an insurer offering
group policies only . This subsection does not
require an insurer to issue , or continue in force ,
an individual conversion policy covering a ter-
minated insured or his or her spouse or depen-
dent if' benefits provided or available to the
covered person under subds . l to 3 , together
with the converted policy' s benefits, would re-
sult in overinsurance according to the insurer's
standards for overinsuxance , and these stan-
dards have been filed with and approved by the
commissioner ' prior to use :

1 . Similar benefits under ' another individual
policy for which the terminated insured , spouse
ox dependent is eligible ..

2 Similar benefits under ' a group policy for
which the terminated insured , spouse or depen-
dent is eligible .

3 . Similar benefitss for which the terminated
insured,, spouse or dependent is eligible by rea-
son of any state or federal law ,

(5) A notificationn of the group continuation
and individual conversion privileges shall be
included in each certificate of coverage for a
group policy as defined in sub . (1) (c) 1 or 3 and
in any evidence of coverage provided by a group
policy as defined in sub .. (1) (c) 2 . .

(6) If the terminated insured . elects to con-
tinue group coverage as provided in this section,
the insurer may require conversion to individ-
ual coverage by the terminated insured and his
or her spouse and dependents 18 months after

: the terminated insured elects the group cover-
age The conditions, rights and procedures
governing conversion under sub .. (4) (a) apply to
this conversion .

(8) Premium payments: for ' continued group
coverage required under this section shall be
pa id to the employer ., The employer shall
collect , and the insurer shall bill the employer
for, those premiums . The insurer shall charge
the claims experience of individuals covered
under'- continued group coverage against the
claims experience of the employer . An insurer is
not required to issue a new certificate of insur-
ance to an individual obtaining continued
group coverage under this section ..

(9) (a) No individual policy which provides
coverage to the spouse of the insured may

spouse originally obtained coverage is no longer
eligible for coverage by the group policy .
4 The terminated insured becomes eligible

for similar coverage under another group
policy ..

(b) If the coverage of the terminated insured
is terminated under par . (a) 3 andd the group
member through whom the terminated insured
originally.: obtainedd coverage becomes eligible
for coverage ; by a replacementt group policy
providing coverage to the same group , the for-
met spouse shall have the right to coverage by
the replacement group policy as provided in this
subsection .

(c) If thee right of the terminated insured to
continue group policy coverage is terminatedd
under par; (a) 3 and the group member ' doess not
become eligible for coverage by a replacement
group , policy, the terminated insured has the
right to convert to individual coverage under
sub .. (4), unless sub . ; (4) (d) applies .

(d) If ' the right of the terminated insured to
continue group policy coverage is terminated
under par. . (a)1 the terminated insured, and a
spouse or dependent of ' the terminated insured ,
if the terminated insured' was eligible for contin-
ued group coverage under sub . (2) (b) 2 and the
spouse orr dependent was covered under the
group policy, have the right to convert to indi-
vidual coverage under sub . (4), unless sub . (4)
(d) applies :

(e) This subsection does not require coverage
of ' expenses . which are covered by medicate,

(4) (a) A terminated insured who elects con-
version cover age under sub, (2) ( b ) or (3) (c) or
(d) , the spouse or dependent of such a termi-
nated insured, if the terminated insured is eligi-
ble under sub . (2) (b) 2 and the spouse or
dependent was covered under the group policy,
and a terminated insured eligible under sub . (9)
and his or her dependents are entitled to have
the insurer issue to them, without evidence of
insurability, individual coverage reasonably
similar to the terminated coverage under the
group policy or individual policy Any proba-
tionary or waiting periods required by such
individual coverage shall be considered. as being
met to the extent such limitations have been met
under the prior group ' policy or individual
policy

(b) The commissioner , of ' insurance shall pro-
mulgate, by rule, 3 plans of' individual coverage
varying in degree of covered benefits to be
offered as individual conversion, policies, The
insurer provides reasonably similar individual
coverage if a person is offered his or her choice
of the planss promulgated by , the commissioner
of insu r ance or is offered a high limit compre-
hensive plan of benefits regularly providedd by
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contain a provision for termination of coverage
for the spouse solely as a result ofa break in
their marital relationship except by reason of
the entry of a judgment of divorce or annulment
of their marriage

(b) Every individual policy which contains a
provision for the termination of coverage of ' the
spouse of the insured upon divorce or annul-
ment shall contain a provision to the effect that
upon divorce or annulment the former spouse
has the right to obtain individual coverage
under sub . . (4) and that coverage of the former
spouse shall continue until he or she is notified
of that right in accordance with par. (c) i f the
premium for the coverage continues to be paid
by or on behalf of the former spouse . This
individual coverage shall provide to the former
spouse the option to include dependent children
previously covered .

(c) When the insurer is notified that the
coverage of a spouse may be terminated be-
cause of a divorce or annulment , the insurer
shall provide the former spouse writtenn notifi-
cation of the right to obtain individual coverage
under sub . (4) , the premium amounts required
and the manne r ; place and time in which premi-
ums may be paid . . This notice shall be given not
less than 30 days before the former spouse's
coverage would otherwise terminate .. The pre-
mium shall be determined in accordance w ith
the insurer ' s table of premium rates applicable
to the age and class ofrisk of ' every person to be
covered and to the type and amount of coverage
provided If ' the fo r mer spouse tenders the first
monthly premium to the insurer within 30 days
after the notice provided by this paragraph ,
sub . (4) shall apply and the former spouse shall
receive individual coverage commencing imme-
diately upon termination of his or her cove r age
under the insured's policy

(10) No group policy or individual policy
which provides coverage to dependent children
of the group member or insured may deny
eligibility for coverage to any child solely be-
cause the child does not reside with the group
member or insured or solely because the child is
dependent on a former spouse rather than the
group member or insured', A child of ' dependent
age, as defined by the group policy or individual
policy, who does not reside with the group
member or insured, or who is dependent on a
former spouse, may be excluded from coverage
according to the same criteria used to determine
exclusion from coverage of a child who resides
with and is dependent on the group member or
insured :

History: 1979 c . 285, 355; 1981 c 41 ; 1983 a 27, 274 .
Employe retirement income security act preempts any

state law that .relates . to employe benefit plans .. General Split
Corp .p v Mitchell, 523 F Supp 427 (1981) ,.

632.93 The fraternal contract . (1) IssuntvcE
OF caxnFicniE . A fraternal shall issue to each
benefit member a policy or certificate specifying
the benefits provided and containing at least in
substance all sections of'the laws of the fraternal
which might result in the termination of cover-
age or the reduction of benefits : The policy or
certificate, any riders or endorsements attached
thereto, the laws of the fraternal, and the appli-
cation and declarations made in connection
therewith and signed by the applicant, consti-
tute the agreement between the fraternal and
the member, and the policy or certificate shall
so state..'

( 2) CHANGES IN LAWS OF FRATERNALS. Any
changes in the laws of a fraternal made subse-
quent to the issuance of a policy or certificate
bind the member and beneficiary as if'they had
been in force at the time of the application,, so
long as they do not destroy or diminish benefits
promised in the policy or certificate .

(3) PROOF OF rExMS. Copies of any documents
mentioned in subs, (1) and (2), certified by the
secretary or corresponding officer of'the frater-
nal, are evidence of the terms and conditions of
the contract.

( 4 ) INAPPL ICABLE PROVISI ONS . . Sections
631 .13 and 632 44 (2) do not apply to fraternal
contracts .;

(5) GRACE PERIOD Every fraternal certificate
shall contain a provision entitling the member'
to a grace period of"not less than one month, or
30 days at the fraternal's options for the pay-
ment of any premium due except the first,
during which the death benefit shall continue in
force . : A fraternal may specify in the grace
period provision that the overdue premium will
be deducted from the death benefit in the event
of death before it is paid ..

(6) COMPLIANCE WITH OTHER PROVISIONS . If a

fraternal's laws provide for expulsion or sus-
pension of 'a member for any reason other than
nonpayment of premium or under s . 632 ..46, the
fraternal's insurance certificate shall contain a
provision that if' a member is expelled or, sus-
pended for any reason other than nonpayment
of premium or under s . 632.46, the expelled
member has the right to maintain the policy in
force' by continuing payment of the required
premium .

(7) SC OPE OF APPL I CATION This section ap-
plies to all contracts made by a fraternal begin-
ning 6 months after December 18, 1979. A

Wisconsin health insurance continuation/ conversion law..
Michal, WBB February 1982 ,

SUBCHAPTER VII

FRATERNAL INSURANCE
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fraternal may elect to have this section apply at SUBCHAPTER VIII
an earlier date, so long as it applies simulta-
neously to all such contracts and the fraternal MISCELLANEOUS
gives the commissioner at l east 30 days'' notice
of intention to adopt this section.. 632 . 97 Application of proceeds of credit in -
His to r y : 1975 c 373 ; 1979 c 1102 ss »9 to 182, 237 surance policy. Payment to a creditor of any

amounts insured under the terms of a credit
632 .95 Fraud in obtaining membership. Sub- insurance policy reduces the debt proportion-
ject to s .. 632 46, any certificate of membership ately . This rule does not apply to an insurance
secured by misrepresentation in or with refer- policy on which the debtor pays no part of the
ence to any application for membership or premium, directly or indirectly .
documentary ox other proof for the purpose of History: 1975c 375
obtaining membership in or noninsurance ben-
efit from the fraternal is void, if the fraternal 632.98 Worker'ss compensation insurance .
relied on it and it is either material or Sections 102,31 and 10262 apply to worker's
fraudulent compensation insurance
History: 1975 c. 373 . History : 1975 c . 375, 421 ; 1979 c 102
Legislative Council Note, 1975: This section continues the

co n tractual` portion of s 208 .38, edited with a change in
meaning, to include nonfraudulent but material misiepresen- 632.99 Certifications of disability . Every in-
tat ;on, and also to subject the provision to the rule ofincon-
Testa bility provided in s 632 .4 6 [B i ll 64 3-S] surer doing a health or disability insurance.

business in this state shall afford equal weight to

632.96 Beneficiaries in fraternal Contracts . a certification of disability signed by a,physician
(1) Any member may" designate as beneficiary with respectt to matters within the scope of the
any person permitted by the laws of'the frater- Physician's professional license and to a certifi-

rial Those laws shall authorize the designation cation of disability signed by a chiropractor
of the member's estate as beneficiaryy with respect to matters within the scope of'the

(2) Subject to sub, (1), s . 632 48 applies.,, chiropractor's professional license for the pur-
xistory 1975 c, :373, 421, pose of insurance policies they issue . . . This
Legislative Council Note, 1975: Sub . (t) states a rule section does not require an insurer' to treat any

s l ightly mo re r estrictive o f the range of permitted benefi- certification of 'disability as conclusive evidence
ciaiiesthan for commerci al life insurance ; this reflects the na-
t ure of the fraternal S ub . (2) applies the general provision of d iSSblli ty,
for life insuran ce, subject to s ub. (1) [Bill 643-5] History : 1 981 c, 55
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