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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
gection 601.41 (3), Wie. Stats,, the Commissioner of Insurance hereby adopts
a rule as follows:

Section Ins 3.25 of the Wisconsin Administrative Code is adopted to read:

Ins 3,25 Credit Life Insurance and Credit Accident and Sickness Insurance.
(1) PURPOSE. The purpose of this rule is to assist in the maintenance of a
fair and equitable credit insurance market and to protect the interest of
debtors and the public in this state by providing a system of rate, policy
form, and operating etandards for the tranmsaction of credit life insurance
and credit accident end siéknens inaurance. This rule interprets and
implements, including but not limited to the following Wisconsin statutes:
sections 201.18, 204.31 (3) (g), 204.321 (4), 206.17, 206.20, 206,201, 206,60
(2), 206,63, 601.01 (3) (b) and (c¢), 601.42, 625.11, 625.12 and 625.34.

(2) SCcOPE, (a) This rule shall apply to the transaction of credit
life insurance defined in section 201,04 (3¢) and 206,63, Wis. Stats., and
to the transaction of credit accident and sickness insurance as defined in
section 201.04 (4a), Wis. Stats.

(b) This rule shall be the basis for review of all policy forms,
certificatee of insurance, notices of proposed insurance, applicstions for
insurance, endorsewments and riders and the schedules of premium rates
pertaining thereto submitted for filing after tﬁe effective date of :his
rule.

(3) PORMS OPF CREDIT LIFE INSURANCE AND CREDIT ACCIDENT ARD SICKNESS
INSURANCE, Credit life insurance and credit accident and sickness insurance

ghall be issued ohly in the following forms:



(a) Individual policies of life insurance issued to
debtors on the nonrenewable, noncenvertible texm
plan;

(b) Individual policies of accident and sickness in-
surance issued to debtores on a term plan or dis-
ability benefit provisions in individual policies
of credit life insurance;

(¢) OGroup policies of 1life insurance issued to creditors
providing ingurance upon the lives of debtors on the
term plan;

(d) Group policies of aceident and sickness insurance
issued to creditors oun a term plan'insuring debtors or
disability benefit provisions in group credit life
insurance policies to provide such coverage.

(4) AMOUNT OF¥ CREDIT LIFE INSURANCE AND CREDIT ACCIDENT AND SICKNESS
INSURANCE, (a) The amount of credit life insurance on the life of any debtor
shall at no time exceed the amount owed by him which is repayable in ingtal-
ments to the creditor, or $10,000, whichever is less., Where the indebtedness
is repayable in one sum to the creditor, the insurance on the life of any
debtor shall in no instance be in effect for a period in excess of 18 wonths
except that such insurance may be continued for an additional period not
exceeding 6 months in the case of default, extension or recasting of the
loan, The awount of the insurance on the life of any debtor shall at no
tine exceed‘the amount of the unpaid indebtedness, or §$10,000, whichever
is less, ,

(b) The total amount of periodic indemnity payable by credit accident
and sickness insurance in the event of disability, as defined in the policy,
shall not exceed the aggregate of the periocdic scheduled unpaid inetallments

e



of the indebtedness and the amount of each periodic indemmity payment shall
not excead the original indebtedness divided by the number of perfodic
instalments.

(5) TERM OF CREDIT LIFE INSURANCE AND CREDIT ACCIDENT AND SICKNESS
INSURARCE. The term of any credit life insurance or credit accident and
sicknegs insurance shall, subject to acceptance by the insurer, commence on
the date when the debtor becomes obligated teo the creditor, except that,
where a group policy provides coverage with respect to existing obligations,
the insurance on a debtor with respect to such indebtedness shall commence
on the effective date of the policy. Where evidence of insurability ie
required and such avidence is furnished more than thirty (30) days after the
date when the debtor becomes obligated to the creditor, the term of the
insurance may uoﬁmence on the date on which the insurance company determines
the evidence to ba satisfactory, and in such event there shall be an appro-
priate refund or adjustment of any charge to the debtor for insurance. The
term of such insurance shall not extend sore than fifteen (15) days beyond
the scheduled maturity date of the indebtedness except when éxtended without
additional cost to the debtor. If the indebtedness is discharged due to
renewal or refinanciug prior to the scheduled maturity date, the insurance
in force shall be terminated before any new insurance may be issued in
connection with the renewed or refinanced indebtedness. In any renewal or
refinaneing of the indebtedneas the effective date of the coverage as
respects any policy provision shall be deemed to be the first date on which
the debtor became insured under the policy covering the indebtedness which
was renewed or refinanced, but this does uaﬁ apply to an amount of Indebt~
edness, exclusive of refinancing charges, in excess of the original indebt-
edness. In all cases of termination prior to scheduled maturity, a tefund

shall be paid or credited as provided in gubsection (8).

-3



(6) PROVISIONS OF POLICIES AND CERTIFICATES OF INSURANCE: DISCLOSURE
TO DEBTORS., (a) All credit life ineuvance and eredit accident and sickness
insurance shall be evidenced by an individuel policy, or in the came of group
insurance by a certificate of insurance, which individual policy or group
certificate of insurance shall be delivered to the debtor.

(b) Each individual policy or group certificate of credit 1ife insurance,
and/or credit accident and sickness ingurance shall, in addition to other
requirements of law set forth;

1. the nawe and home office address of the insurer,

2. the name or names of the debtor or in the case of a

certificate under a group policy, the identity by
name or othaerwise of the debtor,

3. the premium or amount of payment, 1f any, by the
debtor separately for credit life insurance and
cradit accident and sicknese insurance,

4, a description of the coverage including the amount
and term thereof, and any exceptions, limitations and
restrictions,

5. & provision that the benefits shall be paid to the
creditor to reduce or extinguish the unpaild indebt-~
edness and, wherever the amount of insurance may
excead the unpaid indebtedness, that any such excess
shall be payable to a baneficiary, other than the
creditor, named by the debtor or to his estate, and

6. a provision that the insurance on any debtor will be
cancelled and refund made 1f his indebtedness is

terminated through prepayment or otherwise,



(c) The individual policy or group certificate of insurance shall be
delivered to the insured debtor at the time the indebtedness is incurred
except as hereinafter provided.

(d) 1If the individual policy or group certificate of insurance is
not delivered to the debtor at the time the indebtedness is incurred, a
copy of the application for such policy or a notice of proposed imsurance
shall;

1. be delivered to the debtor at the time such indebtedness

is incurred,
2, be signed by the debtor,
3. set forth the name and home office address of the insurer,
4. set forth the name or names of the debtor,

5. set forth the premium or amount of payment by the debtor,

if any, separately for credit life insurance and credit
accident and sickness insurance, and

6. set forth the amount, term and a brief description of the

coverage provided.
The copy of the application for, or noﬁica of proposed insurance, shall
also refer exclusively to insurance coverage, and shall be separate and
apart from the loan, sale or other credit statement of account, instrument
or agreement, wunless the information required by this subsection is prominently
gset forth therein, Upon acceptance of the insurance by the insurer and
within thirty (30) days of the date upon which the indebtedness is incurred,
the insurer shall cause the individual policy or group certificates of
insurance to be delivered to the debtor. The application or netice of
proposed insurance shall state that up&u acceptance by the insurer, the

ingurance shall become effective as provided in subsection (5).



(e) If the named insurer does not accept the risk, then and in such
event the debtor shall receive a policy or certificate of insurance setting
forth the name and home office address of the substituted insurer, if any,
and the information required by subsection (6) (b), and Lf the amount of
premium is less than that set forth 1& the notice of proposed insurance an
appropriate refund shall be made, .

(f) If a contract of insurance provides for a limitation of the
amount of coverage related to insurance provided by other contracts in
force on the debtor, such limitation shall be explained to the debtor at
the time the indebtedness is inecurred and shall be acknowledged in writing
by him in an instrument separate from the individual peliey or group certi-
ficate, Alternatively, the individual policy or group certificate shall
include a brief description or separate statement referring to the limitation
of amount of covarage. The brief description or separate statement, if used
to meet the foregoing requirement, shall be printed on the first page of the
individual poliay or group certifiecate in type more prominent than that used
in the text of the poliey or certificate and shall clearly indicate the
limitation.

(g) 1If a contract of insurance provides for a limitation of coverage
related to the age of the debtor, such limitation shall ba explained to the
debtor at the time the indebtedness is incurred and shall be acknowledged
in writing by him in an instrument separate from the individual policy or
group certificate. Alternatively, the individual policy or group certificate
shall include a brief description or separate statement referring to the age
limitation. The brief description or separate atatement, if used to meet
the foregoing requirement, shall be printeé on the first page of the indi~
vidual policy or group certificate in type more prominent tham that used

in the text of the policy or certificate and ghall clearly indicate the

linitation.



(7) FILING OF POLICY FORMS. (a) All policy forms, certificates of
insurance, notices of proposed insurance, applications for insurance,
endorsements and riders to be delivered or issued for delivery in this state
and the schedules of premium rates pertaining therato shall be filed with
the commigeioner. In the case of credit transactiong covered under a group
policy lssued in another state or jurisdiction, the iInsurer shall file for
approval only the group certificate and notice of proposed insurance to be
used in this state, and the premium rates to be used in connection with
such certificate and notice, |

(b) The commissioner shall within thirty (30) days after the filing of
any such poliey, certificate of inasurance, notice of proposed insurance,
application for insurance, endorsement or rider, disapprove any such fbrm if
the benefits provided therein are not reasonable in relation to the premium
charge, or if it contains provisions which are unjust, unfair, inequitable,
misleading, deceptive or encourage misrepresentation of the coverage, or are
contrary to any law or of any administrative rule,

(¢) If the commissioner notifies the insurer that the form is
disapproved, it may not issue or use such form. Such notice shall specify
the reason for the disapproval and state that a hearing will be granted
within twenty (20) days after request in writing by the insurer. No such
policy, certificate of insurance, notice of proposed insurance, nor any
application, endorsement or rider, shall be issued or used until the
expiration of thirty (30) days after it has been so filed, unless the
commissioner shall give his prior written approval thereto.

(d) The commiggsioner may, at any time after a hearing held not less
than twenty (20) days after written notice to the insurer, withdraw his

approval of any such form on any ground set forth in subsection (b) above.
The written notice of such hearing shall state the reason for the proposed

withdrawal.



(e) The insurer may not issue such forms or use them after the
effective date of such withdréwnl.

(8) PREMIUMS AND REFUNDS. (a) Any insurer may revise its schedules
of premium rates from time to time, and sghall file such revised schedules
with the commissioner. No insurer shall issue any credit life insurance
policy or credit accident and sickness 1nsdrance pelicy for which the
premium rate differs from that determined by the schedules of such insurer
as then on file,

(b) The amount charged to a debtor for any credit life or credit'
accident and sickneaé insurance shall not exceed the premiums charged by the
insurer, as computed at the time the charge to the debtor is determined.

| (¢) If a ereditor requires a debtor to wmake any payment for credit
life insurance or credit accident ané sickneea inaurance and an individual
poelicy or group certificate of insurance is not fssued, the creditor shall
immediately give written notice to asuch debtor and shall promptly make an
appropriate credit to the account.

(d) A ereditor may not remit and an insurer may not collect on a
monthly outstanding balance basis if the insurance charge or premium is
included as part of the outstanding indebtedness. This means that where
the creditor adds identifiable insurance charges or premiﬁms for credit
ingurance to thevtotal amount of indebtedness, and any direct or indirect
finance, carrying, credit or service charge is made to the debtor in
connection with such insurance charge, the creditor must remit and the
ingurer shall collect on a single premium basis only.

(e} Dividends on participating individual policles of credit insurance
ghall be payable to the individusl insureds. Payment of such dividends may

be deferred until such time as the policy is terminated.



(f) Each individual policy, or group certificate shall provide that
in the event of termination of the .insurance prior to the scheduled wmaturity
date of the indebtedness, any refund of an amount paid by the debtor for
ingurance shall be paid or credited promptly to the person entitled thereto;
provided, however, that the premium schedule nay prescribe a minimum refund
of $1.00 and no refund of a lesser amount need be made. The formula to be
used in computing such refund shall be filed with and approved by the
commissioner.

(g) Schedules for computing refunds in event of cancellation of
credit insurance prior to the scheduled maturity date of the indebtedness
wust meet the following minimum requirements:

1, The refund of premium, in the case of credit insurance for

which premiums are payable other than by a single premium,
and in the cage of level term credit life insuranée, shall
be equal to the pro~rata unearned gross premium. In the
case of credit insurance paid by a single premiumthe
refund shall be equal to the amount computed by the "sum
of digits" formula commonly known as the "Rule of 78".

2, The refund of the amount charged the debtor for insurance,

| in the case of credit insurance for which said amount is
charged other than in single sum, and in the case of level
term credit life insurance, shall be equal to the pro-rata
unearned gross amount charged or to be charged. In the
case of credit insurance for which the whole amount is
charged in a single aum the refund shall be equal to the
amount computed by the "sum of digits" formula commonly

known as the "Rule of 78".



3. Refunds shall be based upon the number of full months
prepaid from the maturity date of the policy, counting a
fractional month of 16 days or more as a full month.

4. Upon termination of indebtedness repayable in a single sum

prior to the acheduled maturity date, the refund shall be
computed from the date of termination to the maturity date.
If less than 15 days of a loan month has been earned, no
charge may be made for that loan month, but if 15 days or
more, & full month may be charged.

(9) CLAIMS AKD AUDIT PROCEDURES. (a) All claims shall be promptly
reported to the insurer or its designated elaim representative, and the
insurer shall maintain adequate claim files, All claims shall be gettled
as soon as poseible and in accordance with the terms of the inasurance
contract. |

(b) All claims shall be paid either by draft drawn upon the insurer
or by check of the insurer to the order of the claimant to whom payment of
the claim is due pursuant to the policy provisions, or upon direction of
such claimant to one specified.,

(c) Ko plan or arrangement shall be used whereby any person, firm or
corporation other than the insurer or its designated claim representative
shall be authorized to settle or adjust claimg. The creéitor shall not
be designated as claim representative for the insurer in adjusting claims;
provided, that a group policyholder may, by arrangement with the group
insurer, draw drafts or chacks in payment of claims due to the group
policyholder subject to audit and review by the insurer. Howevaer, nothing
herein shall be construed to relieve the insurer of the responsibility for
proper settlement, adjustment snd payment of all claims in accordance with

the terms of the insurance contract and this ruling.
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(d) The insurer must make a good faith examination of each credit
insurance account in the first year of the account and annually thereafter.
The exawmination shall be made to assure that the creditor is conducting the
insurance program in compliance with the credit insurance policy provisions,
the insurer's administrative instructions furnished the creditor to
implement the insﬁranee program, and with the applicable credit inmsurance
law and regulation of Wisconsin, The examination must include verification
of the accuracy of the computation of premium‘pajments, insurance charges
made to debtore, and claim payments reported to the insurer by the creditor,
The insurer will maintain records of examinations for two years, and such
records will be subject to call and review by the commissioner.

(10) CHOICE OF INSURER. When eredit life insurance or credit
accident and sickness insurance is requirad as additional security for any
indebtedness, the debtor shall, upon request to the creditor, have the
option of furnishing the required amount of insurance through existing
policies of insurance owned or controlled by him or of procuring and
furnishing the required coverage through any insurer authorized te transact
an insurance business within this state.

(11) CREDIT INSURANCE PREMIUM RATE FILINGS, (a) Every éradit ingurer
shall file with the commigsioner every premium rate schedule applicable
to eredit insurance in this state, together with the premium, loss, and
expense experience on which the insurer bases the proposed premium rate,
at least 30 days before the proposed effective date,

(b) 1In the absence of credible wortality or morbidity experience,
the benefits provided under a credit insurance form shall be deemed not
to be unreagonable In relation te the premium rate charged if the premium
rates filed do not exceed the prima facie premfum rate standards set forth
in sections (12) and (13) and 1if the forms provide benefits which are no
more restrictive than the coverage standards enumerated.



(e) Nothing herein shall preclude an insurer from requesting approval of
the commissioner for premium rates higher or lower than the prima facie rate
standards on the basis of the mortality or morbidity rate actually experianced
or anéicipated.

(d) If an insurer proposes to provide coverage which is more restrictive
than coverage deseribed in subsectioﬁs (12) and (13), the ingsurer must demon-
strate to the commissioner's satisfaction that the premium rate schedule
applicable for the coverage will produce loes ratios at least as great as
those contemplated in the premium rate standards set forth or can reasonably
be expected to produce such loss ratios.

(e) Vhere no debtor is paying an identifiable charge for amy part of
the premium for credit insurance the rates shall be such reasonable rates as
are approvaed by the commissioner.

(12) PRIMA FACIE CREDIT LIFE INSURANCE PREMIUM RATE STANDARDS. (a) The
basic permissible loss ratio for credit life insurance shall he not less than
60% except as provided in paragraph (e).

(b) The rate standard for premiums payable on the basis of monthly
outstanding balances is $0.77 per $1,000 of insurance, Rates applicable to
other methods of payment shall be actuarially equivalent.

(¢) The rate standard for premiums payable on the single premium basis
is $.50 per $100 of initial insured amount of indebtedness repayable in 12
equal monthly instalmenta. tha‘single premium rate standards for repayment
periods other thaan 12 months shall be<gomputed according to the following

formula:

Py =lnt 1] 0.77

Where Pn = Single Premium Rate per $100 of initial insured
indebtedness repayable in n equal wonthly instalments

n = Original repayment period, in months



(d) The rate standard for premiums payable on single premium level term
credit life insurance 1s §0.93 per $100 of indebtednesa for a 12 month term,
The single premium rate standarda for repayment periods other than 12 months
shall be camputed»according to the following formula;
| R = [n] 0.77

10
Vhere Pn m Single Premium Rate per $100 of level insured indebtedneas
repayable in n momths.
n = Original term of level 1udebtedness in months

(¢) The rate standard for credit life insurance wherein the individual
original indebtedness is $500 or less may be 120Z of the rate otherwise
applicable, but no craditor or insuraer shall segment loans or use other
means to avoild the rate standards set forth herein.

(£) The rate standards for credit life insurance providing coverage on
two lives with respact to a gingle indebtedness shall be 1507 of the rate
standards provided in subsections (b), (¢), (d), and (e) above.

(g) As an alternative to subsections (b), (c¢), or (d) above, where age
data applicable to the insured dabtors is available, rate standards may be
based on such data, under a plan approved by the commissioner.

(h) The rate standards set forth herein shall be appliecable for a plan
of death benefits with or without requirements for evidence of Insurability
which contains:

1. no exclusions other than suicide within one year of the

incurral of the indebtedness, and
2. no age restrictions, or on1§ age restrictions making

ineligible for coverage:
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a. debtors 65 or over at the time the indebted-
ness is incurred or
b, debtors who will have attained age 66 or over
on the maturity date of the indebtednessa.
(13) PRIMA FACIE MAXIMJM CREDIT ACCIDENT AND SICKNESS INSURANCE PREMIUM
RATE STANDARDS, (a) If premiums are payable in one sum (single premium) for
coverage for the entire duration of indebtedness, the premium rate standarde
per $100 of 4initial amount of insured indebtedness repayable in equal monthly
instalments are as shown below, Premium rate standards for other benefit
plans and for indebtedness repayable in instalments othef than as shown shall
be actuarially consistent with the indicated rate standards.

Original Number
of Equal Monthly

Instalments 14 Days 30 Days

Hon~Retroactive Elimination Period

6 $1.39 $. .69

12 1.95 1,18

18 2,27 1.50

24 2,52 . 1,69

30 : 2.74 1.82

36 . 2,93 1.93

42 3,10 2.03

48 , 3.26 2.12
Basic permissible loss ratlo 59% 522

Retroactive Walting Period

6 $1.74 31.19

12 2.23 : 1,68

18 2,56 1.89

24 2,81 2,04

30 3.02 2,17

36 3.21 2,29

42 : 3.39 2.3%

48 3.55 2.48

Basic permissible loss ratio 617 57%

14~



(b) The rate standards applicable for premiums payable on the basts
of monthly outstanding balences shall be computed ag follows:

p =» 20 P
n u+1n

Where n = Original repayment period, in monthse
p, = The Monthly Outstanding Balance Premium Rate per $1,000
for an indebtedness repayable in equal monthly instalments
with an original repayment period of n months
Pn = The Single Premium Rate per $100 initial insured
indebtedness with an original repayment period of n months,
from subgection (a) above.
The outstanding balance premium rate for an indebtedness with a given original
repayment period is applicable to the outstanding balance of this indebtedness
at each month during the period, regardless of the remaining repayment period.
(¢) The rate standards set forth herein shall be applicable for a plan
of benefits which gontains:
1. no provision excluding or denying a claim for disability
regulting from pre-existing conditions except for those
conditions which manifested themselves to the insured
debtor by requiring medical diagnosis or treatment or
would have caused a reasonably prudent person to have
sought the medical diagnosis or treatment, within six
monthe preceding the effective date of the debtor's
covarage and wvhich caused loss within the six monthg
following the effective date of coverage; provided,
howaver, that disability commencing thereafter resulting

from such condition shall be coverad.



2. wno other provision which excludes or restricts liability
in the event of disability caused in a certain specified
wanner except that it may contain provisions excluding or
rvestricting coverage in the event of pregnaney, inten~
tionally self-inflicted injuries, foreign travel or
residence, flight in non-schedulad aireraft, war or mil-
itary service.

3. no age restrictions, or only apge restrictions making
ineligtble for coverage:

a. debtors 63 or over at the time the indebt-
edness is incurred or

b. debtors who will have attsined age 66 or over
on the maturity date of the indebtedneas.

4. provieion for a daily benefit equal in awmount to the inftial
indebtedness divided by the number of days in the paried
during which the indebtedness is scheduled to be repaid in
aqual monthly ingtalments.

Note: This is not intended to preclude calculation of the daily
benefit based on a 30 day month,

(14) DEVIATION PROCEDURE AND CASE RATE DETERMINATION., (a) For cases
of less than $50,000 earned premiums (prima facle basis) the case rates
shall be the prima facie rates, For cases of $50,000 or greater earned
premiums (prima facie basis) the actual case ratio shall be caleulated as
(actual ratio of claims incurred to premiums earned) divided by the Basic
Permissible Loss Ratlc shown in subsection (12) or (13). If the actual case
ratio 1s within the acceptance range shown in the following credibility
table, the case rates will be the prima facie rates, If the actual case
ratio is outside the acceptance range, the adjusted case ratio will be calcu-
lated by adjusting the actual case ratio toward 100Z by addition or substraction

of the "adjustment constant", also shown in the credibility table.



CREDIBILITY TARLE
Earned Premium (Prima Facie Basis)

Siie Swall Loane or Banks or Acceptance Adjustment
Group Credit Unions Sales FPinance Ranga Constant
CREDIT LIFE
I 50,000 ~ 125,000 50,000 - 200,000 0.80 - 1,20 0.15
It 125,000 - 300,000 200,000 - 500,000 0.85 - 1.15 0.10
11X 300,000 ~ 650,000 500,000 -~ 1,000,000 0.85 - 1.15 0.05
iv 650,000 or over 1,000,000 or over 0.90 - 1.10 0.00
CREDIT ACCIDENT AND SICKNESS
I 50,000 - 75,000 50,000 - 100,000 0.80 - 1.20 0.15 -
11 75,000 - 125,000 100,006 - 175,000 0.85 ~ 1.15 0.10
IiI 125,000 ~ 250,000 175,000 - 350,000 0.85 - 1.15 0.05
1v 250,000 or over 350,000 or over 0.9 - 1,10 0.00

(b) If the adjusted case ratio exceeds 1.00, the case rate is the

product of deviation factor f, and the prima facie rate shown in subsection

(12)

or (13), where
f = [(Adjusted Case Ratio ~ 1) x 1.25 x Basic Permissible Loss
Ratio] + 1

(c) If the adjusted case ratio for credit accident and siclkness insurance

is less than 1.00, but greater than the limit specified in the following table,

the case rates are the product of the deviation factor g, and the prima facie

rates in gubsection (13), where

ge 1 - [(L ~ Adjusted Case Ratio) x 1.25 x Basic Permissible Loss

Ratio]
Plan of Benefit Limit
14 days Retroactive Elimination Period 51
14 days Hon-Retroactive Elimination Period +59
30 days Retroactive Elimination Period 67
30 days Nom-Retroactive Elimination Period .89
Linit = 5 (1 ~ Loading!!accor % Basiec Loss Ratio)

Baslc Permissible Loss Ratio (1 -~ .5 x Loading Factor)

(Rounded Down)

(d) 1If the adjusted case ratioc for credit accident and sickness insurance

is less than 1,00, and less than or equal to the limit specified im the above

table, the case rates are the product of deviation factor h, and the prima

facie rate in subsection (13), where

h = (Adjusted Case Ratio x Basic Loss Ratio x 2)
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(e) 1If the adjusted case ratio for credit life insurance is less than
1.00, the case ratio is the product of the deviation factor h, and the prima
facie rate in subsection (12) where
h = (Adjusted Case Ratio)
(£) 1f the case rate determined by the above procedures is within 5¢
of the existing single premium rate per $100 per year, the existing rate
will be the case rate,
(g) The case rate as determined shall continue for a period equal to
the experience period on which it was based. Where the case rate applies to
a group of accounts, the rate will continue to apply to every account which
wag grouped for determination of the rate and to only those accomts. The
insurer shall annually determine and submit for filing under subsection 8 (a)
the applicable case rate calculated as prescribed herein.
(h) As'used in this rule the followlng words mean:
1. Account - The aggregate credit life or credit accident
and sickness coverage fof a single plan of benefits and
clags of business written through a single creditor by the
insurer, whether coverage is written on a group or indi~
vidual policy baais.
2, Class of Business ~ Msans any of the following:
a. Credit unions
‘b. Commercilal #nd savings banks
¢. Other cash loans (emall loans, industrial bank loans, ete.)
d. Other sales finance (discount transactions, etc.)

3. Experience Year -~ A 12-month period ending on the policy
anniversary or renewal date or on a calendar yesr-end,
Experience for a given account or permitted combinations of

accounts ghall be reported consistently from year to year,
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4, Case - a, An account, if the earned premium for the account
bagsed upon the prima facie premium rates promulgated in
subsections (12) or (13) during the most recent three
experience years has been §30,000 or more., If the rates
applicable to the account are not at the prima facie level
or at a uniform percentage of the prima facie rates, the
amount of premium which would have been earned at the prims
facie rates shall be approximated by a reasonable method
filed with the experience report.

b. A combination of all the insurer's accounts of
the same plan of benefits and class of business, excluding
all accounts which meet the criterion for inclusion under
a. immediately preceding.

5., Experience Period ~ The last three experience years unless
a lower number of full years produces an earned premium in
8ize Group IV as shown in the Credibility Table.

(5) In determining the case ratios in this subsection for application

of the deviation formula, the following rules shall be applied:

1. 1If the coverage for a single creditor which qualifies for
separate consideration under case definition a. above has
been in force with the insurer for less than the experience
period, the claim experience of the creditor while covered
by any prior insurer shall be included to the extent necessary

in determining the appropriate case ratios.



2, The cage ratios shall be based wholly or partially on the
experience of the insurer on the case within the state, or
a group of states or 6n the total United States experience,
80 long as the insurer rveports and files consiatently for
that case thereafter. An account which qualifies for
separate treatment as a case but which provides coverage on
a multi-state basis, may be considered in its entirety if
the inaurer so chooses excluding experience uaad‘for
deviation purposes in any state, states or group of states.

(15) ACCOUNTING AND UNDERWRITING EXPERIENCE., Each insurer shall
maintain records of premiuma, losnes,ané expenses of Wiscongin business
separately for credit life insurance and credit accident and sickness insur-
ance on a calendar year basis or on a ﬁqlicy year basis. Such underwriting
experience shall be waintained for each form of policy, creditor, and class
of ereditor. This information sﬁall be subject to call annually by the
commissioner. |

(16) FINANCIAL STATEMENT MINIMUM RESERVES. (a) Each insurer shall show,
as a liability in any financial statement or report required under section
601,42, Wis., Stats., its policy or unearned premium reserve in an amount not
legs than as computed in paragraphs (b), (e) and (d). If a credit insurance
policy provides any combination of life insurance benefité, disgability
benefite and accident and sichkness insurance benefite, a reserve must be
established separately for the life insurance benefits, for the disability
benefits and for the accident and sickness insurance benefits,

(b) The reserve for 1ndiv1dual credit life insurance policies shall
be‘not less than 1302 of the Commissioner's 1958 Standard Ordinary Hortality

Table at 3 1/2% annual interest.
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(c) The reserve for group credit 1ife insurance policies shall be not
less than 130X of the Commissioner's 1960 Standard Group Mortalicy Tabhle
at 3 1/2% annual interest.

(d) The reserve for credit accident and sickness insurance policies
and for disability benefits in credit life ingurance policies shall be not
less than the greater of 130Z of the Commissioner's 1964 Disability Table
at 3 1/2% annual interest or the pro rata unearned premium reserve.

(17) EPFECTIVE DATE. (a) Thie rule shall become effective September 1,
1872,

(b) Each insurer subject to this rule shall file with the commissioner
on or before October 1, 1972, a listing of all policy forms, certificates
of insurance, notices of proposed insurance, applications for insurance,
endorgements and riders and the schedules of premium rates pertaining thereto
which have been‘heretofore appréved and which the insurer intends to issue
or use in Wisconsin after the effective date of this rule,

(18) PENALTY. Violations of this rule shall subject the insurer or
agent to section 601.64, Wis, Stats,

(19) SEPARABILITY. If any provision or clause of this ruling or the
application thereof to any person or circumstance is, for any reason held
invalid, the ramainder of this ruling and the application of such provision
to other persons or ciréumatanee! shall not be affected thereby,

Note: It is the intent of thie rule that 1t shell apply prospectively to the
review for approval of policy and other forms of credit life and credit accident
and sickness insurance and to the rates applicable to such forms that are
submitted for filing after the effective date. Individual hearings will be
held to consider whether credit life and credit accident and sickness insurance

contract forms and rate levels presently in use provide benefits that are

reasonable in relation to premium charges.
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