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ORDER OF THE OFFICE OF THE COMMISSIONER OF INSURANCE

Adopting Rules

Pursuant to authority vested in the Commissioner of Insurance by
section 601.41 (3), Wis. Stats., the Commissioner of Insurance hereby adopts

a rule as follows:

Section Ins 6.20 of the Wisconsin Administrative Code is adopted to read:

+ » «Ins 6.20 Investments of Insurance Companiea. (1) PURPOSE. The
purpose of this rule is to implewent and interpret Chapter 620, Wis, Stats.,
for the purpose of establishing procedures and requirements for investments
of insurance companiga.

(2) SCOPE. This rule shall apply to all insurers subject to Chapter 620,
Wis. Stats.

(3) DEFINITIONS. As used in this rule: (a) "Fixed charges” includes
interest on ail debt, and awortization of debt discoumt.

(b) "Het earnings available for fixed charges" means income after
allowance for operating and maintenance expenses, depreciation and depletion,
and taxes other than federal and state income taxes, but without allowance
for extraordinary nonrecurring items of income or expense appearing imn the
regular financial statements of the igssuing company. If the issuing cowmpany
has acquired, prior to the date of investment, substantially all the assets
of another company by purchase, merger, consolidation or otherwise, the net
earnings available for fixed charges of the other company for the portion of
the test period that preceded acquisition may be included in accordance with

a consolidated earnings statement covering the period.



(e) 'Net earnings available for fixed chaxrges and dividends" shall be
determined in the game manner as '‘net earnings avallable for fixed charges"
but after sllowance for federal and state income taxes.

(d) "Preferred dividend requirementa" include dividends at the
maximun presetibed rate on all stock renking as to dividends on parity with
or prior to that being acquired, whether or not the dividends are cumulative,

(e) "Real estate" or "real property"” ineludes leaseholds.

(4) CENERAL LIMITATIONS ON RESTRICTED INSURERS. Ho insurer restricted
under section 620.03, Wis. Stats., may invest thereafter in any of the
following classes of agsets except by permission of the commissioner:

(a) Any securities of an issuer who has defaulted on any

payment on any debt security within the previous 3
years; or

(b) Any asset under section 620,22 (8), Wis. Stats.

(5) SPECIAL LIMITATIONS ON RESTRICTED INSURERS., No imsurer restricted
under section 620.03, Wis., Stats., shall favest:

(a) Evidences of indebtedness. In evidences of indebt-

adness under saction 626.22 (1), Wis. Stats,, unless

they are lawfully authorized and:

1. They are rated Aas, Aa, or A in Moody's Bond
Ratings, or AAA, AA, or A in Standard and Pgor's
Service; or

2, They are evidences of indebtedness of a munici-
pally owned public utility of thie state created
pursuant to section 3 of Article XI of the con~
stitution, and the net boock value of the prop-
erty pledged as security for the bonds has been
established or appreoved by the public service
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comnission and the total issue of the bonds
does not exceed 30% of the net book valuaz of
such property: orx

They are payable frowm revenues of a public

utility or railroad owmed by or held for the

" benefit of any governmental wnit In the United

States or Canada, if they are adequately

asecured by wortgage or lien on property or by
apecific pledge or revenues, and lawful author~
izing resolutions or ordinance of the governing
body of the unit require that during the 1life of
the asvidences of indebtadnass the rates, fees,
tolls or charges together with any other revenuas
pladged shall at all times produce revenues
suffieient to pay all expenses of operation and
raintenance, interast as promised and the prinei-
pal sum vhen dus; or

They are evidences of indebtedness of public
utilities in the Unilted States or Canada and

are elthar adequately secured by mortgage,

pladge or other collateral, or have had net
earnings avalilable for fixed charges that for

the previous 3 fiscal years have averaged per
&ear not less than 1 1/2 times the average

amnual fixed charges; oy



3. They are evidences of indebtednesa of a United
States or Canadlan private corporation, and
they are either adequately secured by mortpgage,
pledge or other collateral, or are issued by
a corporation which has had net earninge avail~
able for fixed charges that have averaged for
the previous 3 years and equalled for each of
the previous 2 years an annual amount which
exceeded average annual fixed charges by at
least 50%, or 25% in the case of corporations
engaged primarily in wholesale or retall mer-
chandising, inatallmenc, commereial and con~
sﬁmat financing, factoring or small loan bus-
iness,

(b) Equipﬁent securities. In equipment securities or in
certificates of an equipment trust under subsection (8)
(b) of this rule unless the obligor's net earnings have
averaged at least 2 times ite average annual fiiad
charges for the previous 3 years.

(¢) Real estate loans, In veal estate loans:

1. On the security of encumbered property, but
property shall not be deemed encumbered because
of unpald but not delinquent assessments and
taxes, mineral, oil or timber rights, ecasements
for public highways, private roads, railroads,
telegraph, telephone, electric light and power

lines, drains, sewers or other similar easements,



liens for service and maintenance of water righte
when not delinquent, party wall agreements,
building restrictions, or other restrictive
covenants or conditions, with or without a
reversionary clause, or leases under which

rents or profits are regerved to the owner;

2. In axcess of 2/3 of the failr market value,
including buildings covered by the mortgage. If
the value of buildings conatitute part of the
sacurity, the buildinge must be insured ade-
quately to protect the insurer's security
interest, The 2/3 limitation shall not apply
to any loan fully insured by a federal
insurence corporatlion; nor

3. On the security of a leaschold interesat in real
property unleas it 4is unencumberad except by
rentals owed to the owner of the fee, has ét
laast 25 years yet to run, and then for no more
than 50Z of the fair market value of the lease-
hold leas the present value of all rentals due
upon it to tha owmer of the fae.

(d) Preferred shares., In prefarred shares unlesa the issuing
company has had, disragarding fized charges on indebt~
edness and dividend requirements on prefarraed stock for
the retirement of which provision has baen mada at the

date of the investment, net earnings:



() Limitations on amount of investment. More than 2% of
asgets in any single issue of a security to vwhich this
rule is applicable exzcept with the prior approval of
the commissioner,

(6) TOWN MUTUAL INSURANCE COMPANIES. (a) Town mutual insurance
companies authorized to operate umder the provisions of Chapter 202, Wis.
Stats., shall be considered restricted insurers and shall be subject to
the restrictions of section 620.03 (1), Wis, Stats., except as provided in
section 620.03 (2), Wis. Stats., or in subsection (6) (b) of this rule.

(b) A town mutual insuvance company may invest up to 50% of its assets
in pharzes in wutual funds provided the assets of such mutual funds are
invested only in accordance with subsection (4) and subsection (5) (a) through
{£) of this rule and provided that such mutual fund shall:

1. 1invest no more than 57 of its aggregate assets and securities

in any one issuer, aacapting securities of the United States
government,

2. own no more than 10Z of the securities of any one issuer,

3. submit quarterly statements to the commissioner in such detail as

he requests,

4, be audited annually by a certified public accountant acceptable

to fhe commissioner.

(7) BOWDS PERMISSIBLE., Bonds permissible under section 620,22 (1),
Wie, SBtats., include:

(a8) Direct obligations of the United States or Canada, or

of other governmental unfte therein;

(b) Obligations payable from and sdequately secured by
gpecifically pledged revenues of such governmental
units or their instrumentalities, including corpora~
tions owned by or operated for such wnits; and
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(¢) Evidences of indebtedness of any solvent corporation of

the United States or Canada,

(8) ADDITIONAL AUTHORIZED INVESTMENTS. An insurer way, in addition
to investments authorized by section 620.22 (1) to (6), Wis. Stats., invest
its assets in the following classes of investments, up to the limite stated,
and in the case of insurers that are subject to special restrictions under
section 620.03, Wis, Stats,, in accordance with any other rules made
applicable to them:

(a) Mortgege bonds of farm loan banks authorized under the

federal farm loan act, and debentures issued by the
banks for cooperatives established pursuant to the farm
credit act of 1933, as amended;

(b) Equipment securities or certificates of any equipment
trust evidencing rights to receive partial payments
agreed to be made upon any contract of leasing or
conditional sale~~not exceeding 10Z of asasets;

(¢) The purchase and ownership of machinery or equipment,
which is or will becomea subject to contracts for sale
or use under which contractual payments may reasonably
be expected to return the principal of and provide
earninge on the investment within the anticipated use~
ful life of the property which shall be not less than
5 years--not exceeding 3% of assets;

(d) lLoans upon the collateral security of any securities
that the insurer could lawfully purchase, but not
exceeding 90%Z of the warket value of the securities up
to an amount which, together with like securities
owned, does not exceed the limite on the purchasse of

asuch securities;



(e)

(£)

(2)

(h)

(1)

6 )]

(k)

Evidences of indebtednese not otherwise authorized of
the kind which 1f held by a bank would be elipible for
discount, rediscount, purchase or sale by federal
reserve banks or other government agencies having
similar powers and functions--not exceeding 1% of
aasets;

Shares of savings and loan assocciations te the extent
that they are insured ér guaranteed by the United
States government oOr any agency thereof;

The cash surrender values of life insurance policies

of companies asuthoriged to do business in Wisconsing
Yor é company authorized to transact a credit insur-
ance business, the claims and demands that it has
guaranteed;

¥Yor a company authorized to transact a title insurance
business, materials and plant necessary for the conven-
lent transaction of businees~ﬁoﬁ exceeding 50% of
nininum capital or 52 of assets, whichever is greater;
Direct obligations of foreign governments-not exceading
1% of asseta;

Loana, securities or investments in countries othaer than
the Inited States and Canada which arve of substantially
the same kinds, classes and investment grades as those
eligible for investment under Chapter 620, Wis. Stats.,
and supplementary rules, but the aggregate of auch

investments shall not exceed 2% of the company's assets;



(1) Direct sbligations of the international bank for recon~
struction and development, the inter-American develop-
ment bank and the Asian development bank--not exceeding
2% of assets;
(m) PFor an insurer doing business in a foreign country, the
assets needed to meet its pbligations in the foreign
country in the kinds of securities withim the foreign
country that would be permissible investments if made
in this atate; and
(n) Shares of investment companies or investment trusts
reglatered under the federal Iinvestment company act
of 1940, as amended--regarded as part of the common
stock portfolio of the insurer.
(9) CHANGES IH QUALIFICAIIOK OF INVESTMENTS. Any investment originally
made under section 620,22 (8); Wis, Stats., may thereafter be consgidered as
falling within any other class of investment for which it subsequently

qualifies,
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(10) VALUATION. (a) Cemeral. Security valuations countained in
"*Valuations of Securities", issued by the Committee on Valuation of Securities
of the National Association of Insurance Commissioners, will be followed in
implementing this chapter.

(b) Insurance policies. Insurance policies purchased under subsection
(3) (g) of this rule will be valued at their cash surrender value.

(¢) Claims and demands guaranteed by insurer. When an insurer authorized
to sell credit ingurance purchases, ;nder subsection (8) (h) of this rule,
claims and demands it has guaranteed, it shall value them at face value or
at cost, whichever is 1ess,.énd shall set up a separate and adequate "loss
reservebfar guaranteed claims purghaaed“ in an amount satisfactory to tha

comnigsioner.

Office of the Commiasioner of Insurance

=T = il

S. c. D“KDSG
Commigasioner of Insurance

Dated June 23, 1972,

STATE OF WISCONSH:
DEPARTMENT OF STATE
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