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CHAPTER 612
TOWN MUTUALS

612.01 Purposesscope, interpretation and definitions. 612.24 Transfer of business.

612.02 Organization of town mutuals. 612.25 Voluntary dissolution of town mutuals.
612.03 General powers andfett of unauthorized corporate acts. 612.31 Authorized business.

612.04 Amendments of articles, bylaws and business plan. 612.32 Territory.

612.10 Membership. 612.33 Reinsurance.

612.11 Meetings of members. 612.34 Rates.

612.12 Voting rights of members. 612.35 Borrowing and repayment.

gﬁii ggggﬁ:s and dfcers. 612.36 Investments.
612.15 Supervision of management changes. 612.51  Contract forms. .
612.16 Exclusive agency and management contracts. 612.52  Undertaking to pay premiums and assessments.

612.18 Transactionsvith afiliates and in which directors arathers are inter 612.53 Loss adjustment.

ested. 612.54 Assessments.
612.21 Mergerand consolidation of town mutuals. 612.61 Licensing of agents. )
612.22 Mergerand consolidation of town mutuals into mutual insurance corpor812.70  Waiver of notice and informal action.
tions. 612.71 Organization of reinsurance corporations.
612.23 Conversionof town mutuals into mutual insurance corporations. 612.81 Register of deeds.
Cross-reference: See definitions in s600.03 610.01and628.02 (d) The types of insurance to be written which shall conform

NOTE: Chap. 22, laws of 1973, which eated this chapter of the statutes, con t0 s.612.3%
tains notes explaining the evision. ) ’ . . .
(e) The number of directors and the manner of their selection

612.01 Purposes, scope, interpretation and defini - andof their replacement if there are interim vacancies;
tions. (1) Purposes. The purposes of this chapter are: (f) The titles of the dicers, their terms of dfce and the man
(a) To preserve and encourage cooperative low—-cost-ins@€"in which they are to be selected;
ance; (g) The procedures and quorum requirements for the annual

(b) To establish a framework which mutuality in its true andspecial meetings and the voting rights of the members;
sensecan be preserved, and small mutual corporations can be kepth) The general conditions and procedures for levying assess

viable; ments;and
(c) To preserve and strengthen the intereshefmembers in (i) The procedures for amending the articles and for adopting
andtheir control of town mutuals; andamending bylaws.

(d) To enable town mutuals to satisfy as many of the essential(3) MODEL ARTICLES. The commissioner shall promulgate
insuranceneeds of their members as is consistent with the otiBpdelarticles of incorporation which may be udgdany town
objectivesof chs.600to 646, and mutual.

(e) To provide financialguaranties stitient to ensure the  (4) APPLICATIONFORCERTIFICATEOFAUTHORITY. The incorpe
solidity of town mutualsand to encourage them to maintain-addating members shall file with the commissioner an application for

quatesurpluses. a certificateof authority which shall be signed by or on behalf of
(2) Scope. Except atherwise provided, this chapter applie§ach|ncorporat|ng member and shall include or have attached:
to all corporations @anized under this chapter (&) The names and addresses of all incorporating members

(3) INTERPRETATION. Whenever a section of dbil1is applied and, for the preceding 10 years, the names, all addresses and all

to town mutuals bythis chapterthe portion to be applied is thatoccupationS)f all propos_ed dire(?tors andfioér;; .
portion applicable to a mutual under G1.1 (b) The proposed articles which shall be signed by each-incor

(4) ApPPLICABLEDEFINITIONS. The definitions in ss181.02 (1) poratingmembergnd th_e propose_d bylaws; i
to(3), (8) and(9), 600.03and610.01 (1)(2) and(4) apply to town (c) The afidavit of 2 incorporating members stating tkizy

mutuals. are personally acquainted with all incorporating members and
History: 1973 c. 221977 c. 3391979 c. 89102 177. 1983 a. 18%.329 (22) Know them to be owners of propergscribed under sufl) and
1983a. 2151985 a. 189 to be the signers of the application and the articles;

o (d) All agreements relating to the corporation to which any
612.02 Organization of town mutuals. (1) INCORPORAF  incorporatingmember or any proposed director afficer is a
ING MEMBERS. A town mutual may berganized by 100 or more party:
adultnatural persons each of whom ovamsinterest in a separate (&) The amount angources of the funds available foganiza-
insurable risk in the territory described in s(&).(c), and each of ,n expenses and the proposed arrangements for reimbursement
who_m agrees to insure thosesks in the town mutual, at Ieastof incorporating members;
againstdamage by fire. (f) The proposed compensation of directors afidek;

2) ARTICLES OF INCORPORATION. The articles shall state: . . - . .
Ea; The name of the corporatierhich shall contain the words (g) The plan for conducting the insurance business including:
P 1. The types of insurance to be written;

“Town Mutual”; 5> Th lioy f b d initially:

(b) The address of the principafiog, which may be desig + The policy forms to be use |n.|t|.a. y: .
natedas the residence or businesficefof the holder of a speci 3. The proposed methods for soliciting members;
fied corporate dfce; 4. The proposed methoflsr establishing premium rates and

(c) The territory within which the corporation plans to operafg@ssificationsfor assessments; and
which may not exceed 8 contiguous counties, except that the com 5. Any proposed reinsurance arrangements; and
missionermay authorize a broader territory aggregatingnooe (i) Such other relevant documents or information as the com
than16 contiguous counties; missionerreasonably requires.
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(5) INITIAL surPLUS. (a) Requirement. The incorporating determiningwhich of multiple policyholders on the same policy
membersshall pay in or procure an initial surplus in an amount ahall exercise voting rights or how such multiple policyholders
leastas lage as that specified by the commission&he amount may divide voting rights among them.
specifiedby the commissioner shall be cient to permit the (2) MORTGAGEE NOT A MEMBER. A person having rights

town mutual to commence business and to prdtectnembers in merelyby reason of a mortgagee clause includeat isttached to
caseinitial losses are unexpectedly high, but may not be less thapolicy does not thereby become a member

$100,000n0or more than $200,000. The surplus may be providedHistory: 1973 c. 221979 c. 102.236 (13)
by gifts or by contribution notes bearing interest at a rate approved .
by the commissioner and repayable under (gér 612.11 Meetings of members. (1) PLACEOFMEETINGS. All
(b) Factors determining amount of initiequired surplus.In meetingsof members shall be held within the territorial limits of
determiningthe amount of initial required surplus, the comistN€town mutual, except under@&l2.21 (4) _
sionershall consider allactors relevant to the financial needs of (2) NOTICE OF MEETING. (&) Annual meeting.Notice of the
the corporationjncluding the matters specified in s@) (e)and time and place of the annual meeting shall be given to each mem
(), the number of incorporating members, the nature of th&@rby printing it conspicuously on each policy or in any other rea
propertiesand financial position and the general econasitice ~ SOnablemanner that the commissioner approves. A chamge
tion. time or place may be madwy the board of directors by giving
(c) Repayment of contribution notelo payment on principal noticeat least 10 days prior the original date and 30 days prior

or interest on contribution notes may be made without approvalt%f:he new daé?' in the m.’;lrr]lntetrhprescrlbgd bBd.150r in any
the commissioner The commissioner shall approve if after payPt'€' reasonable manner that the commissioner approves.

mentthere willremain surplus in an amount fizient for the con (b) Special meetingsNotice ofspecial meetings shall be given
tinuing needs of theorporation and to satisfy all other requiret0 members at least 30 days prior to the date of the meeting, and
mentsof the law shall statethe proposed business to be brought before the meeting,

(6) CERTIFICATE OF AUTHORITY. Thecommissioner shall issue N the manner prescribed ink81.150r in any other reasonable
a certificate of authority if he or she: mannerthat the commissioner approves. .
(a) Finds that all requirements of law have been met; (3) COMMISSIONER'S RIGHT TO ATTEND. The commissioner
- . ) ' may attend any meeting of members.
(b) Is satisfied that the proposed directors afidest aretrust History: 1973 ¢, 22
worthy and individually competent for the tasks assigned them
andthat collectively they havihe competence and experience t612.12 Voting rights of members. (1) MATTERS SUBJECT
administerthe afairs of the proposed town mutual; ToVvoTE. Members of town mutuals shall hahe right to vote on
(c) Is satisfied that the total amount initially at risk and its dighe following matters:
tribution permit a sound insurance operation; and (a) Election of directors;
~ (d) Is satisfied that the business plan is consistent tivith (b) Amendment of articles;
interestsof the members and of the public. (c) Memer, consolidation, transfer of business undéng.24
(7) CoNTENTS OF CERTIFICATE. The certificate of authority conversionand voluntary dissolution;

shall specify the territories and types of insurance authodred  (d) Any decision by the town mutual to transact insurance for

the surplus required under su®). which reinsurance is required under64.2.33(2), unless such
(8) ErrecTOFCERTIFICATE. Upon issuance of the certificate ofinsurances totally reinsured; and
authority, the town mutual shall have legal existence. (e) Other matters specified in the articles or bylaws.

History: 1973 c. 221979 c. 103s.114, 236 (5) (7);1985 a. 189 (2) SPECIAL NOTICESAND MAJORITIES. No resolution on any of

612.03 General powers and effect of unauthorized cor -  thematters specified in sufd) (c)or(d) is efective unless notice
porate acts. Sectionsl81.04 (intro.) (1) to (8), (10), (11) and of éhe m6altt2e51hazs bgen glverll as required for gtspemlatlng o5
(14) to (16) and181.057 (intro.)(1) and(2) apply to town muty unders.612.11 (2) (b) nor unless it is approved by at least
als. Section181.04 (7)is subject to $12.35 membersand by two-thirds of the members voting on the resolu
History: 1973 c. 221979 ¢. 10; 1983 a. 1021987 a. 13 tion.
(3) NomINATING PROCEDURES. The articles or bylaws may pro
612.04 Amendments of articles, bylaws and business  vide for nominating committees, and for their procedures. Nomi
plan. (1) RIGHT TO AMEND ARTICLES AND MAKE AND AMEND  nationsfrom the floor may not be excluded.
BYLAWS. Sectionl81.35appliesto town mutuals. A town mutual (4) VoTING PROCEDURES. (a) Allocation of votes. Except
may make and amend bylaws as provided by the articlestbe nders.612.10 (1) each member is entitled to one vote. No per
absencef any such provision, in the same manner as the articigsnmayhave more than one vote regardless of the number of poli
may be made or amended. ciesissued to that person.
_ (2) ApprovALREQUIRED. No change in the articles, bylaws or (1) Proxies. No member may vote by praxy
in the business plan isfeétive until approved by the commis ¢y \ail voting. The articles or bylaws may provide that votes
sioner,nor may & town mutual depart fromlitssiness plan except 4y he cast bynail, and may prescribe the voting procedure. If
with the commissiones approval. No change may be madgqing by mail is authorized, a ballot shhk sent to each member
inconsistentwith s.612.02 (2) Section181.41applies t0 toWN 4yjeast 30 days before the meeting at which the decision is to be
mutuals. o made,setting out theexact question to be voted upon. A vote
(3) GROUNDS FOR DISAPPROVAL. - The commissioner shall signedby a member and delivered before the meeting in accord
approvethe change unless he or she finds, after a hearing, thajte withthe prescribed voting procedure is equivalent to a vote
would be: atthe meeting. Nguestion on which there is voting by mail may
(a) Contrary to law; or beamended in any way at the meeting.
(b) Inconsistent with the interests of the members or giibe History: 1973 c. 221991 a. 316
lic.

History: 1973 . 221977 c. 2081979 c. 1025s.115 236 (5) 612.13 Directors and officers. (1) NUMBER AND CLASSIFF

CATION. Town mutuals shall have at least 5 directors divided into
612.10 Membership. (1) CREATION AND DURATION OFMEM- 3 classes as nearly equal in size as possible.

BERSHIP. Each policyholder is a member of the town mutual and (2) ELEcTION. At each annual meeting one clagglirectors
hasall the rights and duties of a member during the time his or f&rallbe elected by and from among the memif@ra term of 3
policy is in efect. The articles or bylaws may establish rulegears.
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(3) Duties. The board shall manage the businessadfaits membersor of the public are endangered, the commissioner shall
of the corporation and shall not delegate its power or respensiby order remove the director orfiokr.

ity to any person except as specifically provided otherwise in this(4) CrHaNGESOF PLACE OF OFFICE. If the articles designatke
chapter. residenceor business address of a specified corpordiecofas

(4) ApiustMENT commITTEE. The directors shall annually the place of the principal &€e of the town mutual, any change of
appointfrom their own numbean adjustment committee of atsuchaddress shall be reported promptly to the commissioner
least3 persons, to adjust or supervise the adjustmeldssks  History: 1973 c. 221979 c. 891979 c. 10%.236 (13) 1991 a. 316
unders.612.53

(5) DIRECTORS' LIABILITY AND INDEMNIFICATION. Directors
who wilfully neglect or refuse for 30 days to perform their dutie
under s612.54shall be jointly and severally liabte any person
sustainingloss by their nonfeasance. Sectttl.62applies 10 g1 18 Transactions with affiliates and in which direc -
town mutuals. _ _ tors and others are interested.  Section$11.60and611.61

(6) RemovaL. (a) Directors. A director may be removed from gpply to town mutuals.
office for cause by an fifmative vote of a majority of the full History: 1973 c. 221979 c. 102
boardat a meeting of the board called for that purpose. The vote
of two-thirds of the membersf the town mutual present at a612.21 Merger and consolidation of town mutuals.
meetingcalled for the purpose magmove a director from fife (1) CONDITIONS FOR MERGER OR CONSOLIDATION. TwO or more

612.16 Exclusive agency and management contracts.
Sections511.66and611.67apply to town mutuals.
History: 1973 c. 22

with or without cause. town mutuals authorized to operate in all or part of the same or in
(b) Officers. Section181.26applies to town mutuals. contiguousterritories not exceeding 16 counties altogether may
History: 1973 c. 22 mergeinto one of the constituent town mutuals, or may consoli

dateinto a new towrmutual, under the procedure provided in this
612.14 Reports. The secretary and the treasurer shall presesction.
to the annual meeting written reports showing the conditidheof  (2) PLaN oF MERGER OR CONSOLIDATION. The board of each
town mutual on the previous December 31 and its activity duripgrticipatingtown mutual shall adopt the same plan ofgeeor

the preceding calendar yeancluding: consolidationby resolution stating:
(1) Thenumber of policies issued andforce by line of insur (a) The reasons for and the purposes of the proposed action;
ance, (b) The proposed terms, conditions and procedures for and
(2) Theaggregate amount insured by line of insurance;  estimatedexpenses of implementing the mer or consolidation;
(3) The amount of cash and other assets on hand; (c) The proposed name of tearviving or new town mutual
(4) Theamountreceived during the year from premiums, andndthe location of its principal &ite; and
thereserve for unearned premiums; (d) The proposed articles and bylaws for the survivingeov
(5) The amounts received from each separate assessmentpwn mutual.
(6) The amounts assessed but not collected; (3) APPROVAL BY COMMISSIONER. Each of the participating
(7) The amounts received from other sources; town mutuals shall file with the commissioner for approval a copy

; . of the resolution and any explanatory statement proposed to be
(B) The amounts paid for losses; issuedto the members, together with so much of the information

(9) A detailed list of every item of expense, except that thg\qers 612.02 (4)for the surviving or new town mutual as the

reportmay summarize the expenses, if they are audited by & cQi§mmissionerreasonably requires.The commissioner shall
mittee of members or by an independent pergora manner 4pnrovethe plan unless he or she finds, after a hearing, that it
approvedby the commissioner; _ would be contrary to the lavor that the survivingr new town
(10) The amount of losses incurred but not paid; mutual would not satisfy theequirements for a certificate of
(11) Any other outstanding liabilities, including debit bal authorityunder s612.02 (6) or that the plan would be contrary
anceswith spread loss ganizations or other reinsurers; and  to the interests of insureds or of the public.

(12) Any other information required to be presented by the (4) APPROVALBY MEMBERS. After being approved by tream

articlesor bylaws or by the commissioner missionerunder sub(3), the plan shall be submitted for approval
History: 1973 c. 22 to the members of eaglarticipating town mutual in a special joint
. meetingto be held within the territorial limits of one of the partici
612.15 Supervision ~ of management changes. pating town mutuals. The members of each town mutual shall

(1) ELections. () Report. The name and residence of each pegote separately
sonselected as a director ofioér of a town mutual, and such per (5) ELECTION OF DIRECTORS. After a planof consolidation is

tinentbiographicadata and financial information as the commisyynroyed the joint meeting shall elect the directors of the new
sionermay reasonably require by rule, shall be reportethé¢o ;q\vn mutual.

commlsglonelmmedlately after th selection. . (6) ReEPORTS TO COMMISSIONER. Each participating town
_(b) Disapproval. The commissionemfter a hearing called myalshall file with the commissioner a copy of the resolution
within 30 days after receipt of a report under {8y may disap  aqoptedunder sub(4), stating the number of members entitled to
proveany person selected who for any reasoanqualified t©0 yote the number of members voting and the number of votes cast
serve,who is not trustworthy owho lacks the competence andy, tayor of the plan, statingeparately in each case the mail votes
experiencenecessary to disctge his or her responsibilities.  anqthe votes cast in person. Any election of directors under sub.
(2) ReporTOFREMOVAL. Whenever the board or a meniber (5) shall also be reported to the commissioner
meetingremoves a director orfafer unders.612.13 (G)or other (7) CERTIFICATE OF AUTHORITY. If the requirements of the law
wise before the expiration of his or her term, the board shalle met, the commissioner shall issue a certificate of authority to
promptlyreport to the commissioner the removal and a statemgil syrviving or new town mutual. Thereupon the nonsurviving
of the reasons therefor o ~ townmutuals shaltease their legal existence, the corporate exis
(3) REMOVAL BY comMISSIONER. If the commissioner finds, tence of any new town mutual shall begin, and the directors
aftera hearing, that a director offioér is for any reason unquali electedunder sub(5) shall take dfce. The surviving or new town
fied to serve, is incompetent or untrustwortbyhas wilfully vie  mutualshall have all the assets and be liable foofaihe obliga
lated chs600t0 646, a rule promulgated under&1.41 (3)or an  tions of each of the participating town mutuals.
orderissued under €01.41 (4) and that thereby the interests of History: 1973 c. 221979 c. 1021985 a. 1891991 a. 316
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612.22 Merger and consolidation of town mutuals into reasonablyrequires. The commissioner shall approve the plan
mutual insurance corporations. (1) ConpiTions FOR  unlessthe commissioner finds, after a hearing, that it would be
MERGER OR CONSOLIDATION. One or more town mutuals maycontraryto the law that the new mutual would not satisfy the
mergeor consolidate with a single domestic mutual unde6th. requirementdor a certificate of authority under&11.200r that
The surviving or new corporation shall be a mutual undeéth. the plan would becontrary to the interests of insureds or of the
(2) PLAN OF MERGER OR CONSOLIDATION. The board of each public.
participating corporation shall adopt the same plan of geer (3) APPROVALBY MEMBERS. After being approved by trm
unders.181.42 (2)or plan of consolidation unders81.43 (2) missioner,the plan shall be submitted to the members of each
by resolution stating: town mutual for their approval.
(a) The reasons for and the purposes of the proposed action{4) ELECTION OF DIRECTORS. A plan of conversion shall cen
(b) The proposed terms, conditions and procedures for diaih a provision for prompt election of directors if the pioes
estimatedexpenses of implementing the ger or consolidation; into effect. If theplan is approved by the members of each town
(c) The proposed name of the surviving or new corporation afitual,directors shall be elected promptly

the location of its principal dice; and (5) ReporTsTO commissiONER. Each town mutual shall file
(d) The proposed articles and bylaws for the survivingesv with the commissioner eopy of the resolution adopted under sub.
corporation. (3), stating thenumber of members entitled to vote, the number of

memberssoting and the number of votes cast in fasbthe plan,

(8) APPROVAL BY COMMISSIONER. Each of the participating tatingseparately in each case the mail votes and the votes cast in

corporationsshall file with the commissioner for approval a cop . h
of the resolution and any explanatory material proposed to BrSON-Any election of directors under sugt) shall also be
issuedto the members, together with so much of the informatiéfPOrtedto the commissioner _
unders. 611.13 (2)for the surviving or new corporation as the (6) CERTIFICATEOFAUTHORITY. If the requirements of the law
commissionerreasonably requires. The commissioner shall aremet, the commissioner shall issue a certificate of authority to
approvethe plan unless he or she finds, after a hearing, thathg new mutual. Thereupon the nonsurviving town mutuals shall
would be contrary to the laver that the surviving or new corpera ceasetheir Iegal_exnstence, the corporate existence of any new
tion would not satisfthe requirements for a certificate of authormutualshall begin, and the directors elected under gh)ishall
ity under s611.2Q or that the plan would be contrary to the interfakeoffice. The new mutual shall have all the assets artidlhle
estof insureds or of the public. for all of th_e o_bllgat|0n$)f each of th_e participating town mutuals.
(4) APPROVAL BY MEMBERS OF THE TOWN MUTUALS. After Thecommissioner may grant a period not exceeding one year for
beingapproved by theommissioner under su®), the plan shall adjustmento the requirements of c11, specifying the extent

be submitted to the members of the participating town mutuals ?8&"‘2 ?o'fh gg;uc:uzlggg%oc\nlssgns of cb11shall not apply
theirapproval. The members of each town mutual shallsepa v ' '

rately. 612.24 Transfer of business. (1) APPROVALBY MEMBERS.

(5) ELecTioNOFDIRECTORS. A plan of consolidation shall con No action by which a town mutugroposes to transfer to another
tain a provision for prompt election of directors if the poes person or to reinsure any part of its insurance business, other than
into effect. If theplan is approved by the members of each towin the normal and usual course of business, or to sell, lease,
mutualand by the board of the mutual, directors shall be electedchangemortgage, pledge or otherwise dispose of all or sub
promptly. stantiallyall of its assets, isfefctive unless approved by the mem

(6) RePORTS TO comMIsSIONER. Each participating town bers.
mutualshall file with the commissioner a copy of the resolution (2) ReporTTO cOMMISSIONER. The town mutual shall file with
adoptedunder sub(4), stating the number of members entitled tehe commissioner a copy @iny resolution under sufl) not less
vote, the number of members voting and the number of votes aasih 30 days in advance of the date of the action proposed to be
in favor of the plan, statingeparately in each case the mail voteigken under the resolution, with a statement of the number of
andthe votes cast in person. Any election of directors under swiembersentitled to vote, the number of members voting and the
(5) shall also be reported to the commissioner numbervoting to approvehe transferstating separately mail

(7) CERTIFICATEOFAUTHORITY. If the requirements of the law votesand votes cast in persoithe commissioner may defer the
aremet, the commissioner shall issue a certificate of authorityeffective date for an additional period not exceeding 30 days by
the surviving or new mutual. Thereupon the nonsurviving corpavritten notice to the town mutual before the expiration of the ini
rationsshall ceas¢heir legal existence, the corporate existence til 30—day period.
any new mutual shall begin, and the directors elected under sub(3) DisapprovaL. The commissioner mawithin the 30—-day
(5) shall take dice. The surviving or new mutual shall have alperiodor its extension, prohibit the proposed action if it is contrary
theassets and be liable for all of the obligatiohsach of the par to law or to thenterests of insureds or the public or if it will make
ticipating corporations. possible the circumvention of any of the requirements ofGlts.

History: 1973 c. 221979 c. 1021991 a. 316 to646.The commissioner shall prohibit a transfer of all or substan
tially all of the businessnless it is accompanied by a plan forvol
untarydissolution under $12.25

History: 1973 c. 221977 c. 20%.103 1979 c. 89

612.23 Conversion of town mutuals into mutual insur -
ance corporations. One or more town mutuals may ben
vertedinto a single mutual insurance corporation unde6th,
asfollows: 612.25 Voluntary dissolution of town mutuals. A town

(1) ConversionpPLAN. The board of each participating townmutualmay be dissolved in the following way:
mutualshall adopt theame plan of conversion by resolution-stat (1) PLan ForbIssoLuTION. The board shall adopt a plan for
ing: dissolutionstating:

(a) The reasons for and the purposes of the proposed actionj(a) The reasons for the proposed action;

(b) The proposed terms, conditions and procedures for and(b) The proposed terms, conditions and procedures for and

estimatedexpenses of implementing the conversion; estimatedexpenses of implementing the dissolution; and
(c) The proposed name of the corporation; and (c) The financial condition of the town mutual, in such detail
(d) The proposed articles and bylaws. asthe commissioner reasonably requires.

(2) APPROVALBY COMMISSIONER. The town mutuals shall file  (2) SusmissioNTO coMMISSIONER. The town mutual shall file
with the commissionefor approval the plan together with sowith the commissioner thplan and any explanatory statement
muchof the information under 11.13 (2)as the commissioner proposedo be issued to thmembers. The commissioner may
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requirethat any additional information reasonably necestary time, arising out of bodily injury to, or sickness, disease or death

enablethe memberto make a decision be added to the proposedithe insured or another person, caused by accident, for thieich

explanatorystatement. insurerassumes an obligation to pay irrespective of the mesnber
(3) APPROVALBY MEMBERSAND COMMISSIONER. The plan shall legalliability therefor

thereuporbe submitted to the members. If the members adopt the(4) ExcLUDED BUSINESS. Town mutuals may ndtansacthe

plan, the corporation shall filevith the commissioner for approvalfollowing insurance business:

a copy of the resolutionf the members, stating the number of (a) Life insurance and annuities;

Umbbrof votes cast in faver of the plan. stating sepacately the (2} DiSabiity insurance except under S (a)and(cy

mail votes and the votes cast in person. The commissioner shagic) Liability insurance gxcept under s8) (a)and(b);

approvethe plan unless he or she finds, after a hearing, that theld) Automobile liability insurance except under s(®).(a)

town mutual is insolvent or may become insolvienthe process ~ (€) Worker's compensation insurance;

of dissolutionunless it makes an assessment. If an assessmenr(f) Elevator liability or steam boiler liability insurance;

would be required, the commissioner shall institute proceedings(g) Ocean marine insurance;

unders.645.41 (10) (h) Inland marine insurance except as a supplementary-cover
(4) IMPLEMENTATION OF PLAN. When the plan has been comageto property in a fixed location insured under @

pletely implemented, that fact shall be reported to the commis (5 Fidelity or surety insurance;

sionerandthe commissioner shall certify that the town mutual no () Credit insurance;

longerhas a legal existence. . (k) Mortgage guaranty insurance;
(5) CONVERSIONTO CH. 645 LIQUIDATION. If it appears at any L) Title i )

time that the approved dissolution plan cannot be implemented( ) Title Insurance,

accordingto its terms, or that there are grounds for involuntary lig (M) Assuming reinsurance, except under $6.or

uidation,the commissioner may petition unde645.41for liqui- (n) Loss, damage or liability caused by nuclear reaction or
dationof the town mutual. nuclearradiation or radioactive contamination, whether directly
History: 1973 c. 221979 c. 1025.120, 236 (6) or indirectly resulting from an insured peril under the policy

. . (5) WRITING OF PROPORTIONALINSURANCE. TWO Or more town
612.31 Authorized business. (1) PROPERTY INSURANCE. mytyalsmay together write an insurance poligith each town
(2) General. Subject to other provisions of this sectiomown  ytyalseverally assuming a proportional share of the total eover
mutual may insure anember against loss or damage from anyge if except forterritorial limitations each participating town
causeto any property in which the member has an interest.  mtyal has the power to write risks of the kind covered in the
~ (b) Extensions.1. Insuranceuthorized under pafa) may policy. One of the town mutuals that satisfife territorial rules
include insurance against loss of use of or loss of income fragh s. 612.32shall be designated by the policy as the originating
propertyincluding interruption of business activity causeddsg insurerresponsible for collecting the premiumusd adjusting the

or damage to the property losseson behalf ofall participants. The policyholder shall be
2. Insurance authorized under p@) may includereplace liable to assessments in each insurer but shall have voting rights
mentcost coverage. only in the originating insurerEach policy shaltontain a provi

(2) LIMITATIONS ON PROPERTYINSURANCE. (@) Windstorm and Sion advising the policyholder that there are other participating
hail insurance.1. No town mutuanay insure a member againsinsurersand of his or her right to obtain their names, addresses and
lossto growing crops by windstorm or hail. extentof thelr participation. Proportional insurance under this

2. No town mutual may insure a member against loss to pr(ﬁybsectlons not reinsurance undsub.(4) (m)or s.612.33 (1)
erty by windstorm or hail unless approval of the members is (6) ASSUMING REINSURANCE. One town mutual may assume
obtainedunder s612.12 reinsurancdrom another if:

3. Atown mutual insuring a member against loss to property (&) The commissioner approves the assuming reinsurer as one
by windstorm or hail must obtain reinsurance ursiéf2.33 (2) dqualifiedto assume reinsurance;
(a). (b) The commissioner approves the reinsurance contract in

(b) Burglary and plate glass.A town mutual may insure a advance;
memberagainst loss of property by lglary or theft or againstthe  (c) The portion ofthe insurance contract assumed is, apart
breakageof glass whether in a specified location or in transit bfitom territorial limitations, within the insuringuthority of the
may do so only as a coverage supplemental to fire and extendeitisureras determined by this chapter and any rptesnulgated
coveragansurance on the property hereunderand

(c) Limitations by rule. The commissioner may by rule (d) The ceding town mutual does not have voting rights in the
excludeany insurance authorized under g{@.or (3) if he or she reinsurerbut pays the same advarmemiums and is subject to
finds that it cannot besuccessfully transacted by town mutual@ssessmerty the reinsurer on the same basis as members.
without endangering the interests of insureds or the public. (7) SPECIALREQUIREMENTS. The commissioner mags a con

(3) NONPROPERTYINSURANCE. Subject to the voting require dition for transactingspecified types of business, establish by rule
mentof s.612.12 (1) (d)and the reinsurance requirement of sspecialrequirementgoncerning minimum surplus, the minimum
612.33(2), a town mutual may include any of the following asiumber of members or insured risks, the operatiegitory,
supplementargoverage t@roperty insurance written under subrequiredreinsurance, and approval by a specified percentage of
(2): the members, so far as such requirementsiacessary to protect

(a) Liability insurance. Insurance against loss or damage fdhe interests of insureds and the public.
which the insured is liable caused by the sickness, personal injygtofy, 1973 & 221975 ¢. 145,54 1975 ¢. 3721979 ¢. 10%.236 (5) (13)
or death of any other person or by loss or damage to the propérty ~ ' '
of the other person. 612.32 Territory. No town mutual may insure any risks

(b) Errors and omissionsinsurance against loss, expense arldcatedoutside the territory authorized in its articles, except:
|Iabl|lty resulting from errors, omissions neglect in the perfor (1) REAL PROPERTYOUTSIDE TERRITORY. Town mutuals may
manceof any oficial, vocational omprofessional service, exceptinsure real property and contents in villagesl cities partially
lossor damage covered by péa). locatedin the specified territoryeal property and contents owned

(c) Medical payments and other supplemental insurancey a member immediately adjoining amntiguous to land
Insuranceagainst loss, damage and expense, includingdbssownedby the same member which is within the specified territory
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andreal property and contents used exclusively by the memigrthe commissioner under 812.51 The commissioner shall
andhis or her family for recreational purposes. approvethe form unless he or she finds that it wouldcbetrary

(2) TEMPORARY REMOVAL. (a) Farm property_ A town mutual to the law or to the interests of insureds or the pUbllC.
mayprovide coverage for livestock, farm products, farm machig History: 1973 c. 221979 c. 103s.121,236(5), (13);1979 c. 10s.60 (11); 1985
ery and farm vehicles while temporarily located, for a period not
exceeding months, outside its territgryubject to limitations in 612 34 Rates. (1) REGULATION OF ASSESSMENTS. Town
the policy or in the artlt_:les or bylaws with respect to the dl_StaﬂﬁﬁJtuaBneed not file information under cB25 aboutspecial
from the territory to which the property may be removed withogksessmentsnless ordered to do so by rule or order of the-com
suspensiomf the coverage. missioner.

(b) Household poperty. A town mutuamay provide coverage  (2) CrassiFications. No classification plan for the purpose of
for household goods andetts and other personal property whilgjeterminingpremiums or assessment shares may be used unless
temporarily removed from the location stated in the palicyit has been approved by the commissionEhe commissioner
whetherwithin or outside the town mutualterritory shallapprove the plan unlesg or she finds that it would be eon

(3) NONPROPERTYCOVERAGE. A town mutual may write nen trary to the lawincluding the standards of@25.11 or contrary
propertyinsurance under 612.31 (3)without regard to its territo  to the interests of insureds or of the public.
rial limits pl’OVidEd the coverage is included in a pollcy providing (3) MANDATORY ADVANCE PREMIUMS. Notwithstandingnem
principally coverage under §12.31 (1)on property within its ter - pers’ liability for subsequent assessments undéi.8.54 town
ritory. mutualsshall chage advance premiums expected to be adequate

(4) PROPORTIONALINSURANCE AND REINSURANCE. Nothing in  for any insurance for which they must obtegéimsurance under s.
this section prevents a town mutual from participation in propo812.33(2) (b).

tional insurance or reinsurance unde6%2.31 (5)or (6). History: 1973 c. 221979 c. 103.236 (5)
History: 1973 c. 221979 c. 10%.236 (13) 1979 ¢.1105s.60 (11); 1979 c. 355 .
1981c. 218 1985 a. 189 612.35 Borrowing and repayment. A town mutual may

borrow money to pay losses or expenses, but before obtaining a

612.33 Reinsurance. (1) PERMITTED AND PROHIBITEDREIN-  [oanwhich would bring its indebtedness, including debit balances
SURANCE. A town mutual maycede reinsurance only under sfrom reinsurance arrangements undeél.33 (1)above 50% of
612.31(6), or to an insurer authorized to do business in this staieassets including assessmdatsed and collectible which are
unders.612.71or ch.6110r 618 or under arrangements whichnot overdue, it shall report the amount and purpose of the loan and
areapproved in advance by the commissioner and which are salb outstandindoans and debit balances to the commissiofiee
jectto the controls the commissioner prescribes. commissionemay thereupomrder the town mutual to levy an

(2) REQUIRED REINSURANCE. (2) Windstorm and hail insur assessmerto repay its indebtedness, establish asurplusz or both,
ance. If a town mutual provides coverage against windstorm ®#ithin a reasonable time not less than 60 days after notice.
hail, or otherperils involving a similar potential for catastrophic History: 1973 c. 22
losseswhich are designated by the commissioner by rule, it sh
obtainreinsurance for each such risk or else stop-+kissurance
with an insurer authorized to do such business in this state, to°d
extentreasonably adequate to cover the risk of catastrophic los
The commissioner may prescribe detailed requirementsifon
reinsurance by rule or by order

(b) Nonpoperty insurance.To the extent that a town mutual

8&2.36 Investments. (1) GENERAL. Exceptas provided in
R-(2), town mutuals are subject to &20 but shall be restricted
rovided in s620.03 (1)unless individually exempted by the
commissioneunder s620.03 (2) In applying the restrictions of
ch.620all assets of town mutuals shall be treatei ey were
requiredto satisfy the compulsory surplus requirement, except to

providesinsurance under 612.31 (3) it shall obtain reinsurance the extent that the commissioner by rule determines otherwise.
of at least a 90% proportional share of each risk with an insurer(z) REAL ESTATE. Sectior620.23 (1) (cHoes not apply to town

- ; PN i mutuals. Except under $20.21 (2) no town mutual may own
ﬁquégggfriﬁtg ?o?/v?\ur%tggﬂgiﬁalig gg;fgiﬂ%éggwéss;osrpg realestate that in the aggregate exceeds, in value measured at cost,
finds that the interests of the members will not be er)danger% isrtglrg'olngggi 221';2? 2296 insurance in force.
there_by,or may fequ're It to reinsure aw percentz_age 'f_w Legislative Council Note, 1977:Sub. (2) continues in fefct thatportion of s.
she finds that the interests of the members make it advisable 201.24(2) that applies to town mutuals. [Bill 258-S]

(c) Information for policyholder Each policy providing cover
agereinsured under pdg) or (b) where the reinsurance is specifi 612-51 _Contract forms. (1) APPROVALREQUIRED. NO town
cally applicable to the policy shall contairckause advising the mutua'm?y Iuse any policy forml,_ |nqludl?g a rldelndor_sement
policyholderof the existence of the reinsurance and of his or h&f SPecial clause, nor any application form, unless itteen
right to obtain the name and address of the reinsurer and the t ovedby the commissionerThe commissioner shall approve
of the reinsurance. thetorm unless he or she finds:

(a) That it is inequitable, unfairly discriminatomyisleading,
Heceptive,obscure or encourages misrepresentation, including
caseswhere the form:

(d) Contents ofginsurance contractEach required reinsur
ancecontract that is specifically applicable to particular dire
policiesshall contain the following provisions: } . . i )

1. That any claimant who could recover from the town mutual , 1- 1S misleading because its benefits are too restricted to
may, if the town mutual woulde unable to fully satisfy its finan achievethe purposes for which the policy is sold; )
cial obligations to the claimant, recover from the town mutual, the 2. Contains provisions whose natural consequence is to
reinsurerpor both, and that the claimant may recover from the reiscureor lessen competition;
surerin the same way that he or she could recover from the town 3. Is unnecessarily verbose or complex in language; or
mutual but only in the amount for which the reinsurer is liable 4. Is misleading, deceptive obscure because of such physi
accordingto the terms of the reinsurance contract; and cal aspects as format, typograpyyle, color material ororga-

2. Thatthere shall be no diminution in the amount recoverablézation.
from the reinsurer under subdl. as a result of any delinquency (b) That it provides benefits or contains other provisions that
proceedinggertaining to the town mutual, nor as a result of would endanger the solidity of the insurer;
breachof the reinsurance contract by the town mutual. (c) That in the case of the polichough notof riders and

(e) Approval of einsurance contractEvery reinsurance cen endorsementst fails to provide the exactame of the insurer and
tractrequired under this subsection shall beadiorm approved the full address of its home fide; or
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(d) That it violates a statute or a rule promulgated by the cothe notice under sul4) shall pay to the town mutual a penalty of
missionerpor is otherwise contrary to law 2% of the assessment for each week or treateof during which

(2) RuLEs. The commissioner may by rule prescribe forms e assessment remains unpaid, until the accumulated penalty
be used for policies, applications or for particular clauses. equals100% of theassessment. Thereafter the amount of the

(3) ARTICLES AND BYLAWS. The articles and bylaws shall pedSsessmerand accumulated penalty shall bear interest at the legal

attachedo or clearly incorporated by reference in every policy2'€: o .
issuedby a town mutual. They may be incorporated by reference (b) Termination of coverage lf, at the time of a loss, any
only if each newmember is supplied a copy of them and eagkssessmenany part of which is to cover losses or expenses
policy specifies how additional copies may be obtained. alreadyincurred under the same policy or under a previous policy
(4) LimITED COVERAGE. Recovery as to any or étms of per coveringthe sameproperty and the same insureds has remained
sonalproperty insured under a policy may be limited to a perceiPaidin any part for 30 days afterig due, the loss shall not be
ageof the value at the time of the loss, by a clearly expressed stRfid €xcept to a mortgagee under a mortgagee clause that provides
mentto that efect in that policy or payment despite policy defenses. The pdiicgll also termi

History: 1973 c. 221975 c. 3751979 c. 102.236 (5) nate after the loss. This paragraph shall apply to any assess
mentsome parbf which is to cover incurred losses or expenses.
612.52 Undertaking to pay premiums and assess - (c) Enforcement. An assessment shall constitute a personal

ments. An applicant for insurance shalign an undertaking obligation of each member and payment may be enforced by
agreeingto pay the advance premiums for any insurance on tagpropriateaction.
applicant'sbehalf and any assessment which may be levied iN(6) NoTICETOMORTGAGEE. If losses under any policy are pay
accordancevith the terms of the policyhe articles, theylaws, aple to a mortgagee despite default on an assessment and the
the statutes, and the reasonable expenses of collecting the as ssmerdn the policy is not paid within the time specified in
mentand any reasonable penalties for nonpayment. The undert@ notice to the membgihe secretary shall, within 30 days after
ing may proylde that fOI’. such cqllectlon the applicant shall waiyge expiration of such time, give like notite the mortgagee. If
any exemptions otherwise applicable to the property covered {4 mortgagee pays the assessment within 20 days from the date
the_DOHCY- of notice, the policy shall continue in force, as to the mortgagee’
History: 1973 ¢. 221979 c. 1021981 c. 218 interestonly, until the expiration of its regular term, subject to-sub
sequentassessments of which the mortgagee is notified, and to
cancellationby either party
History: 1973 c. 221979 c. 102.236 (13) (21);1981 c. 218

612.53 Loss adjustment. (1) RuLes. The commissioner
may promulgate rules for loss adjustment procedures.
(2) ADMINISTRATION OF OATHSBY SECRETARY. The secretary of

atown mutual maywithout compensation, administer oaths ang12 61 Licensing of agents. Persons soliciting insurance
take acknowledgments necessary to adjust claims against t§etown mutuals shall comply with 628.05

town mutual. History: 1973 c. 221975 c. 371
History: 1973 c. 22 Legislative Council Note, 1975Present s. 612.61 is replaced by s. 628.05, which
is part of this act. The terms remain the saih& preserved only as a cross reference
612.54 Assessments. (1) CONDITIONS FOR LEVYING [0S 628.05 [Bill16-S]

ASSESSMENTS. (&) Mandatory assessment$he board of a town . . . . .
mutualshall levy an assessment whenever the amount of any |@é§.70 Waiver of notice and informal action. ~ Sections
or expense that is due exceeds the assets or whenevegairgd 161.70and181.72apply to town mutuals.

surplusis impaired. History: 1973 c. 22

(b) Optional assessmentsthe board may at any time levyg15 71 organization of reinsurance  corporations.
assessmentss provided in the articles, for the purpose of payi TOWN MUTUAL REINSURANCECORPORATIONS. (3) Organiza-
lossesor expenses, repaying borrowed money or creating-a r n. Fifteen or more town mutuals which together carry fire
sonablesurplus. . insurancewith face amounts aggregating at least $200 million

(2) LIMITATIONS ONASSESSABILITY. The commissioner may by may, without complying with the requirements of €11, orga-
orderauthorize a town mutual to limit assessability of policies t§ize a mutual reinsurance corporation under this chajftez pre
amultiple of the advance premium if thewn mutuals surplus yisjonsof this chapter relating to townutuals shall apply to the

and business practices satisfiye commissioner of its solidity reinsuranceorporation except as otherwise provided or implied
evenwith the limited assessability by the context.

(3) CLassIFICATION. Assessments may be levied at the same (1y) Termination. Failure ofa corporation @anized under this
rateon all members or according a classification plan approvedsectionor already in existence on May 24, 1973 to continue-com
unders.612.34 (2) Assessments not exceeding the annual prgiiancewith the requirements of p4a) is a ground for liquidation
mium of the terminated policy maglso be levied on persons nders.645.41
whosemembership has terminated within 4 months betbee
assessmento pay losses incurred before the end of the month ﬁ%(ri)bxgmEERaS:)l/PrPeEiﬁhsASrTaEnDéeAggrpt)%vrv;ti?r;gjr?ilzrgc? ﬁr?ggflt)r:is
tﬁrmlTatlon of n;etmbershltﬁ, to repay money borrowed to P&Ya ction.
thoselosses and to pay other expenses. .

(4) NoTice NoticF:a Zf any assgssment shall be sent by tmail (3) AUTHORIZEDBUSINESS. A town mutual reinsurance corpo
eachperson sUbjectb it, at least 30 days prior to the date it is—paia‘tlon oganized under sull) or already in existence may not do
able. The notice shall’state' any business except reinsurance for town r_nutuals an_d business

: ’ . incidentalthereto. It may only reinsure business requirebeto

(a) The rate of the assessment and the class of business or gQ¥suredunder s612.33 (2) (b)f it satisfies the requirements of

erageto which it applies; ch.611for a corporation doing such business.
(b) The reason for the assessment; History: 1973 c. 22
(c) The amount to be paid by the individual person; ] )
(d) The date on which the assessment is due: 612.81 Register of deeds. No town mutuaheed file any

. ) corporatedocuments with any register of deeds for corporation
(e) The person to whom pgyment Is to be rnadg, and law or regulatory purposes. All such documents helcebysters
(f) The consequences of failure to pay provided in Suf5). ¢ deeds on May 24, 1973, may be disposed of un8er43 (12)
(5) CONSEQUENCESOF DEFAULT. (@) Penalty. Every person (b).

who fails to pay his or her assessment within the time specified imHistory: 1973 c. 221995 a. 201

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/acts/1975/375
https://docs.legis.wisconsin.gov/document/acts/1979/102
https://docs.legis.wisconsin.gov/document/acts/1979/102,%20s.%20236
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/acts/1979/102
https://docs.legis.wisconsin.gov/document/acts/1981/218
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/statutes/1995/612.34(2)
https://docs.legis.wisconsin.gov/document/statutes/1995/612.54(5)
https://docs.legis.wisconsin.gov/document/statutes/1995/612.54(4)
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/acts/1979/102
https://docs.legis.wisconsin.gov/document/acts/1979/102,%20s.%20236
https://docs.legis.wisconsin.gov/document/acts/1981/218
https://docs.legis.wisconsin.gov/document/statutes/1995/628.05
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/acts/1975/371
https://docs.legis.wisconsin.gov/document/statutes/1995/181.70
https://docs.legis.wisconsin.gov/document/statutes/1995/181.72
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/statutes/1995/ch.%20611
https://docs.legis.wisconsin.gov/document/statutes/1995/612.71(1)(a)
https://docs.legis.wisconsin.gov/document/statutes/1995/645.41
https://docs.legis.wisconsin.gov/document/statutes/1995/612.71(1)
https://docs.legis.wisconsin.gov/document/statutes/1995/612.33(2)(b)
https://docs.legis.wisconsin.gov/document/statutes/1995/ch.%20611
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/statutes/1995/59.43(12)(b)
https://docs.legis.wisconsin.gov/document/statutes/1995/59.43(12)(b)
https://docs.legis.wisconsin.gov/document/acts/1973/22
https://docs.legis.wisconsin.gov/document/acts/1995/201

