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STATE OF WISCONSIN )
’ ) sSe
DEPARTMENT OF INSURANCE }

TO ALL TO WHOM THESE PRESENTS SHALL COME, CREETTNGS:

I, Charles Manson, Gémmiaaigner of Tnsuranee and custodian
of the official records of said department, do herehy cerbtify that the
annexed rule relating to employe welfare furds was duly spproved and
adopted by this department on July 25, 1960,

I further certify that said copy has been compared by me
with the original on file in this department and that the same 1s a

trus copy thereof, and of the whole of such original.

TN TESTTMOWY WHEREOF, I have here-
unto set my hand and &fTixed the
official seal of the Department
at the Capitol, in the city of
Madison, this 25th day of July,
ADoy 19604

Charles Manson
Commissioner of Insurance




ORDER OF THE DEPARTMENT OF INSURANCE

idopting a Rile

Pursuant to authority vested in the Commissioner of Insurance
by section 200.03 (2), Wis. Statss; the Commissioner of Insurance herehby
adopts a rile as followse

 Sectlon Ins 8.01 of the Wisconsin Administrative Code is adopted to
readt ‘ ,

Ing 8401 Receipt of payments from furnds by partiessin-interest.
(1) Section 211414(2), Wis, Statses prohibits certain pewrsons who ave op
may be in a position to influence the operations of an employe welfare
furd from engaging in eertain trauvsactions with such fund or which affect
such fund directly or indivectly. The parties to whom The prohibition
is directed ave the trustees of the fund, the participating employers,
the labor orgenizations representing any employes eaVEr@d:by the fund,
and the efficér@, agents and employes of such trustees; employers and
labor organigations. One of the prohibitions placed upon such p&rﬁies
is the receipt of any payment, eommission, loagn, service or any other
thing of walue from the fund or which is charged agalnst the fund or would
otherwise be payable to the fund, either directly opr indivectly. This
prohibitiaﬁ does not exterd to the receipt of benefits from the fund by
any such party who is entitled ther@ta uﬁder the plan noy does the statute

prohibit o trustee or his officer, agent or esploye from reseiving from
the fund reasonable compensation for necessary services and expenses

nim



r@ﬁﬁ@r&ﬁ oy inocurred in cownection with his officisl duties in respect
- to the fund.

(2) The prohibition applies to receipts by the speeified parties
from the fund. The penglties for engaging in a transaction prohibited
by section 211.14(2), Wis. Stats., would be enforseable against the
persons named therein rather than sgainst the fuﬁdo Aceordingly it may
be said that sectibn 211.14(2), Wis, Statse, does not govern investments
by a fund but rath&f governs the specified parties in thelr deslings
| with a fund.

(5) The law does not prohibit the trustees of a fund from investing
fund monies in any eertain way but it does prohibit trustees and other
specified persons who way be in a position to influence the transactions
of a fund from using their positions te enrich themselves at the expense
of a fund elither divectly or indirectly. At the same time, the lsw does
not alter the duty of trustess cleariy established in other laws, both
statutory and common, to manage funds exelusively foyr the purpose of
providing the ewploye benefit promised.

(4) At the time of the enmctment of this law, Lransactions between
funds and participating employers, employes and laboy organizations were
an established practice, The Internal Revenue Code of the United Stabes
recognizes that many such transactions may be entered inte without
impairing the tax status of such furds. Many of the trust agré%ments
under which such funds are established and maintained spseifically
auvthorize the trustees to engage in such transactions on behalf of the

funds. We do not interpret the law to prohibit all such transactions.
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What is prohibited is the receipt by any specified party of a payment,
eommission, lean, service or any other thing of valus from a fund under
~such circumstances that at least an equivalent value in monsy®s worth
1:"L$ not received by the fund from such person as a part of such transastions

‘ﬁét@z~jln‘th@\following examples the veceipt of a valuable consideration
by the party as specified would not appear to be prohibited in the stated
eircumstences, These examples are not intended to be all-inclusives

l. Recelpt from a fund by = participating employer oy labor organization

of reasorable compensation for the fair value of necessary services rendered

to the fund or for the actual cest of neecessary expenses incurred for of oft

behalf of the fund,
2e¢ BReeceipt from a fund by a participating employer or labor organie
zation of(paym@nt for necessary vesl property or equipment sold or leased
to the fund for use in the operaticns of the fund in an amount not in
SHCSES @f the fair market value of such property or equipment at the date
6f sale or the fair rental value at the date of lease. Any facts known
to such an employer or labor organization which would imflu@ne@‘sneh
- market or rental value mast necessarily be considered in determining
the fair valus at such date,
' 3+ Purchase or lease of real estate or equipment from a fund by a
Aparﬁiéipaﬁiﬁg employer or labor organization if suech purchase or lease
s @ads at arms-length on such terms and conditions as would be required

at such time by an indeperdent finaneizl institublon or other business

organization engaged in such transactions which has lnowledge

facts pertinent thereto which are known by such employer opr laboy



organizations  If the terms and conditions vequived by such organizations
camnot be established, tl@ terms ond condlitions should be equivalent
o those wilch would be ﬁwanbad bg'ang'indmgﬁmd@nﬁ vendor or lessor
haying knowledge of all pertinent facts known ta such employsr or labor
organization and considering b@ﬁh the prabable income ard grahaél@
gafety of hl& eapital,

4; Receipt by a partiaipatlng @mplay@r or labor 0rganizatian of
a loan from a fund if sueh loan is made at arms~l@nmth acgording to sueh
terms and eonditions, ineluding the rate of interest ard duration of
the loan and the nature and amount of security pledged therefor, as would
e reguived at such time by an ind@g@nd@mt financial ingbitutien or cther
buginess organization engaged in malting such loans which has Mmowledge
of all faects pertinent thereto which are Eﬁa@n.by‘guah employer or labor
organization.

5¢ Receipt by a participating employe of a loan from z fund if
such loan would meest the ?@qair%meﬁta of a loam to 2 participating
erployer or labor epgenization as specified in exswple 4, shoves

6« Porchase of securities or other investmenbs from a furd by s

participating employer oy lsbor organizetion if wade for not less than
an adequate conslderation to the furd. An "adeguate consideratbion®
means the price which would be paid at such time by an indeperdent
buyer having knowledge of sll facts pertinent thereto which ave kwmown
to such employer or labor organization. Such #@lﬁ@ may be established
by an impartisl appraiszl of the irwestment 1f such value camnot be

established by reference to bid and asked prices oy by reference to



sales prices,

7+ Sale of securities or other inwestments to a fund by a participating
employer oy labor organization if made for not wore than an adequate
congideration ég defined by example 6 above.

8+ Purchase from or sale %o é fund by a participating employer
of its capital stock if in aceord with conditions deseribed in examples
6e and 7. above.

The rule contained herein shall take effect on September 1, 1960, as
provided in section 227.026 (1), Wisconsin Statutes.

éharles Mangon
Commissioner of Insurance

Dasteds dJuly 25, 1960



