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J11s <i.77 l•;xcmption f"rum micltt•rlll (an­
cellal ion rnq11irl'nw11ls 

Ins 6.01 Foreign company to operate two years before admis­
sion. Experience has demonstrated that until a company has engaged 
in the business of insurance for at least 2 years there is not a 
sufficient basis up n which to form a judgment as to wheU1 r its 
methods and practices in the conduct. of it.s business are such as to 
safeguard I.he interests of it!I poli yholders and the p ople of this 
st.ate. Therefore, 110 application of a foreign insurance company or 
mutual benefit society for a license to transact business in Wisconsin 
will be considered until it has continuously transacted the business of 
insurance for at least 2 years immediately prior to the making of such 
application for license. 

Ins 6.02 Company to transact a kind of insurance two years 
before admission. (1) Experience has demonstrated that until a 
company has engaged in a kind of insurance or in another kind of 
insurance of the same class for at least 2 years, there is not a 
sufficient basis upon which to form a judgment as to whether its 
methods and practices in the conduct of its business in such kind of 
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'insurance or another kind in the same class of insurance, are such as 
to safeguard the interests of its policyholders and the people of this 
state. Therefore, no application of a foreign insurance company or 
mutual benefit society for a license to transact a kind of insurance 
business in Wisconsin will be considered until it has continuously 
transacted that kind of insurance, or another kind of insurance in the 
same class of insurance as that for which it makes such application; 
for at least 2 years immediately prior to making such application. For 
the purposes hereof, insurance is divided into kinds of insurance 
according to the provisions of subsection 201.04 of Ins 6.70 each 
subsection setting forth a separate kind, and into classes of insurance 
upon the basis of and including the said kinds as follows: 

(a) Fire insurance includes the kinds in subsecti.on 201.04 (1) of 
Ins 6.70. 

(b) Life insurance includes the kinds in subsection 201.04 (3) of 
Ins 6. 70 but excluding all insurance on the health of persons other 
than that authorized in section 206.03, Wis. Stats. 

(c) Casualty insurance includes the kinds in subsection 201.04 (4) 
through (11), and (13) through (18) of Ins 6.70. 

(2) Provided, however, that nothing herein shall preclude consider­
ation of an application to transact the kind of insurance in subsection 
201.04 (4), of Ins 6.70 if the applicant company has transacted any of 
the kinds of insurance in subsections 201.04 (3), (5), (13), (15), (16) 
and (18) of Ins 6.70 continuously for 2 years immediately prior to the 
making of application for license to transact the kind of insurance in 
subsection 201.04 ( 4) of Ins 6. 70. 

History: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No. 249, eff. 10-
1-76. 

Ins 6.03 Nonresident casualty and fire insurance agents. (1) 
Separate licenses are required for the solicitation of casualty insur­
ance business and of fire insurance business. 

(4) The company which a nonresident wishes to represent as an 
agent must furnish a statement showing that the applicant is ap­
pointed to solicit insurance in Wisconsin as its agent and agree that it 
will be bound by his knowledge and acts to the same extent as it is in 
connection with authorized resident agents in Wisconsin. 

(6) The applicant will be required to make full disclosure regarding 
any connection which he may have as an employe or member of any 
agency partnership, association or corporation, including the full 
names and residences of all members, officers, directors and stock­
holders. 

(7) Licenses issued on or after November 1, 1949, shall expire on 
the next succeeding November 1st. The fee for each nonresident 
agent's license shall be $10.00. 

History: 1-2-56; r. (6) and renum. (7) and (8) to be (6) and (7), Register, February, • 
1976, No. 242, eff. 3-1-76; emeri:. r. (2), (3) and (4); r . (2), (3) and (5), Register, 
8eptember, 1976, No. 249, eff. 10-1-76. 

History: Ins 6.04 Countersignature requirements. Cr. Register, April, 1958, No. 28, 
eff. 5-1-58; am. (2) (a), Register, April, 1963, No. 88, eff. 5-1-63; am , (2), Register, May, 
197.5, No. 233, eff. 6-1-75; emerg. r. eFf. 6-22-76; r. Register, September, 1976, No. 249, eff 
10-1-76. 

Ins 6.05 Filing of property and casualty insurance forms. (1) 
PURPOSE. This rule is intended to implement and interpret section 
631.20, Wis. Stats., for the purpose of establishing filing procedures 
for certain property and casualty insurance policy forms. 
Register, November, 1977, No. 263 
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by-laws or other documents as to which information is not required 
above, state briefly the reasons for and general effect of such amend­
ment and the vote needed for its approval. 

(13) INFORMATION TO BE INCLUDED IN STATEMENTS FILED BY OR ON 
BEHALF OF A PARTICIPANT (OTHER THAN THE INSURER) IN A PROXY 
SOLICITATION IN AN ELECTION CONTEST. (a) Insurer. State the name and 
address of the insurer . 

(b) Identity and background. 1. State the following: 

a. Your name and business address. 

b. Your present principal occupation or employment and the name, 
principal business and address of any corporation or other org~iza­
tion in which such employment is carried on. 

2. State the following: 

a. Your residence address. 

b. Information as to all material occupations, positions, offices or 
employments during tne last 10 years, giving starting and ending 
dates of each and the name, principal business and address of any 
business corporation or other business organization in which each 
such ·occupation, position, office or employment was carried on. 

3. State whether or not you are or Jiave been a participant In any 
other proxy contest involving this company or other companies within 
the pa.st 10 years. If so, identify the principals, the subject matter and 
your relationship to the parties and the outcome. 

4. State whether or not, durint:t the past 10 years, you have been 
convicted in a criminal proceeding (excluding traffic violations or 
similar misdemeanors) and, if so, give dates, nature of conviction, 
name and location of court, and penalty imposed or other disposition 
of the case. A negative answer to this subparagraph need not be 
included in the proxy statement or other proxy soliciting material. 

(c) Interest in stock of the insurer. 1. State the amount of each 
class of stock of the insurer which you own beneficially, directly or 
indirectly. 

2. State the amount of each class of stock of the insurer which you 
own of record but not beneficially. 

3. S te with respect to the stock B,Qecified in subsection (13) (c) 1./ 
and 2. the amounts acquired within the past 2 years and the dates of 
acquisition and the amounts acquired on each date. 

4. If any part of the purchBBe price or rket value of any of the 
stock specified in subsection (13) (c) is represented by funds 
borrowed or otherwise obtained for the purpose of acquiring or 
holding such stock, so state and indicate the amount of the indebted­
ness as of the latest practicable date. If such funds were borrowed or 
obtained otherwise than pursuant to a margin account or bank loan in 
the regular course of business of a bank, broker or dealer, briefly 
describe the transaction, and state the names of the parties. 

5. State whether or not you are a party to any contracts, arrange­
ments or understandings with any person with respect to any stock of 
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the insurer, including but not limited to joint ventures, loan or option 
arrangements, puts or calls guarantees against loss or &uarantees of 
profits, division of losses or profits, or the giving or withholding of 
proxies. If so, name the persons with whom such contracts, arrange­
ments, or understandings exist and give the details thereof. 

L 
6. State the amount of stock of the insurer owned beneficially, 

directly or indirectly, by each of your associates and the name and 
address of each such associate. 

7. State the amount of each class of stock of any parent, subsidiary 
or affiliate of the insurer which you own beneficially, directly or 
indirectly. 

(d) Further matters. 1. Describe the time and circumstances under 
which you became a participant in the solicitation and state the 
nature and extent of your activities or proposed activities as a 
participant. 

2. Describe briefly, and where practicable state the approximate 
amount of, any material interest, direct or indirect, of yourself and of 
each of your associates in any material transactions since the begin­
ning of the company's last fiscal year, or in any material proposed 
transactions, to which the company or any of its subsidiaries or 
affiliates was or is to be a party. 

3. State whether or not you or any of your associates have any 
arrangement or understanding with any person. 

a. With respect to any future employment by the insurer or its 
subsidiaries or affiliates; or 

b. With respect to any future transactions to which the insurer or 
any of its subsidiaries or affiliates will or may be a party. If so, 
describe such arrangement or understanding and state the names of 
the parties thereto. 

(e) Signature. The statement shall be dated and signed in the 
following manner: 

I certify that the statements made in this statement are true, 
complete, and correct, to the best of my knowledge and belief. 

(Date) (Signature of participant or 
authorized representative 

History: Cr. Register, November, 1965, No. 119, eff. 12-1-65. 

Ins 6.41 Insider trading of equity securities of domestic stock 
insurers. (1) DEFINITIONS. (a) Insurer means any domestic insurance 
company with an equity security subject to the provisions of section 
201.105, Wis. Stats., and not exempt thereunder. 

(b) Officer means a president, vice president, treasurer, actuary, 
secretary, controller and any other person who performs for the 
insurer functions corresponding to those performed by the foregoing 
officers. 

(c) Equity security means any stock or similar security; or any 
voting trust certificate or certificate of deposit for such a security; or 
any security convertible, with or without consideration, into such a 
Register, September, 1976, No. 249 
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security, or carrying any warrant or right to subscribe to or purchase 
such a security; or any such warrant or right. 

(d) Securities held of record. 1. .For the purpose of determining 
whether the equity securities of an insurer are held of ·record by 100 or 
more persons, securities shall be deemed to be "held of record" by 
each pers6n who is identified as the owner of such securities on 
records of security holders maintained by or on behalf of the insurer, 
subject to the following: 

a. ln any case where the records of security holders have not been 
maintained in accordance with accepted practice, any additional per­
son who would be identified as such an owner on such records if they 
had been maintained in accordance with accepted practice shall be 
included as a holder of record. 

b. Securities identified as held of record by a corporation, a partner­
ship, a trust whether or not the trustees are named, or other organiza­
tion shall be included as so held by one person. 

c. Securities identified as held of record 'by one or more persons as 
trustees, executors, guardians, custodians or in other fiduciary capaci­
ties with respect to a single trUf!t, estate or account shall be included 
as held ofrecord by one person: 

d. Securities held by 2 or more persons as co-owners shall be · 
included as held by one person. 

e. Each outstanding unregistered or bearer certificate shall be 
included as held of record by a separate person, except to the extent 
that the insurer can establish that, if such securities were registered, 
they would be held of record, under the provisions of this rule, by a 
lesser number of persons. 

f. Securities registered in substantially similar names where the 
insurer has reason to believe because of the address or other indica­
tions that such names represent the same person, may be included as 
held of record by one person. 

2. Notwithstanding subsection (1) (e) 1: i/ 
a. Securities held, to the knowledge of the insurer, subject to. a 

voting trust, deposit agreement or similar arrangement shall be in­
cluded as held of record by the record holders of the voting trust 
certificates, certificates of deposit, receipts or similar evide_nces of 
interest in such securities; provided, however that the insurer may 
rely in good faith on such information as is received in response to its 
request from a nonaffiliated insurer of the ertificates or evidences of 
interest. 

b. If the insurer knows or ~s teason to know that the form of 
holding securities of record i used primarily to circumvent the 
provisions of section 201.105, Wis. Stats., the beneficial owners of 
such securities shall be deemed to be the record owners thereof. 

(e) Cla,ss means all securities of an insurer which are of substantial­
ly similar character and the holders of which enjoy substantially 
similar rights and privileges. 

('TRANSACTIONS EXEMPTED FROM 'l'HE -OPERA'rION OF SECTION 201. L05 
(2), Wis. STATS. Any acquisition or disposition of any equity security by 

Eegister, September, 1976, Ni>. 249 
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a director or officer o! PE insurer within 6 months prior to the date on 
which section 201.10!;/ Wis. Sta ., became applicable with respect to 
the equity securities of such i surer shall not be subject to the 
operation of section 201.105, (2) Wis. Stats. 

(3) fu:GULATIONS UNDER SECTION 201.105 (1), IS. $TATS. 

(a) Filing of sta'tements. Initial statements of eneficial ownership 
of equity securities riq red by section 201.105 ) , Wis. Stats., shall 
be filed on the form p escribed by Wis. Adm. Code section Ins 6.42. 
Statements of chan s in such b~neficjal ownershjp required by 
section 201.105 (1) , is. Stats., shall b ffiled on the form prescribed 
by Wis. Adm. Code section Ins 6.43. :All such statements shall be 
prepared and filed in accordance with the requirements of the appli­
cable form. 

(b) Ownership of more than 10% of an e ity security. In deter­
mining, for the purpose of section 201.105 (1), Wis. Stats., whether a 
person is the beneficial owner, directly or indirectly, of more than 
103 of any class of any equity security, such class shall be deemed to 
consist of the total amount of such clasii outstanding, exclusive of any 
securities of such class held by or for the account of the insurer or a 
subsidiary of the insurer; except that for the purpose of determining 
per.centage ownership of voting trust certificates or certificates of 
deposit for equity securities, the class of voting trust certificates or 
certificates of deposit shall be deemed to consist of the amount of 
voting trust certificates or certificates of deposit issuable with respect 
to the total amount of outstanding equity securities of the class which 
may be de. posited under the voting trust agreement or depo~it agree­
ment in question, whether or not all of such outstandinv,,ecurities 
have been so deposite . For the purpose of this subsection (3) (b) a 
person acting in goo faith may rely on the information contained in 
the latest annual st;atement form, prescribed by Wis. Adm. Code 
section Ins 7.01 (5JY filed with the commissioner with respect to the 
8.)DOunt of securities of a class outstanding or in the case of voting 
trust certificates or certificates of deposit the amount thereof issuable. 

(c) Disclaimer of beneficial ownership. Any person filing a state­
ment may expressly declare ~erein that the filing of .such statement 
shall not be construed as "1 ... ~dmission that such person is, for the 
purpose of section 201.105, Wis. Stats., the benefieial owner of any 
equity securities covered by the statement. / 

(d) Exemptions from section 20l.J05 o l and (2), Wis. Stats. 1. 
During the period of 12 month following their appointment and 
qualification, securities held b)'. t e following persons shall be exempt 
from section 201.105 (1) i nd (2) Wis. Stats.: 

a. Executors or administrators of the estate of a decedent; 

b. Guardians or committees for an incompetent; and 

c. Receivers, trustees in bankruptcy, assignees for the benefit of 
creditors, conservators, liquidating agents, and other similar persons 
duly authorized by law to adminiater the estate or assets of other 
persons. 

2. After the 12-month period following their appointment or qualifi­
cation the foregoing persons shall be required to file reports with 
respect to the securities held by the estates which they administer 
Register, September, 1976, No. 249 
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under section 201.105 (1) , Wis. Stats., and shall be liable for profits 
reali d from trading in such securities pursuant to section 201.105 
(2) Wis. Stats., only when the estate being administered is a 
beneficial owner of more than 10% /,!any class of equity security of 
an insurer 1u1bject to section 201.105, Wis. Stats. 

3. Securities reacquired by or for the account of an insurer. iµId held/ 
by it for its account shall be exempt from section 201.105 (lYand (2) r 
Wis. Stats., during the time they are held by the insurer. 

(e) Exemption from 201.105, is. Stats., of securities purchased 
or sold by odd-lot dealers. Securities purchased or sold by an odd-lot 
dealer in odd lots so far as reasonably necessary to carry on odd-lot 
transactions or in round lots to offset odd-lot transactions previously 
or simultaneously executed or reasonably anticipated in the usual 
course o~ business, shall be exempt from the provisions of section 
201.105,v'Wis. Stats., with respect to participation by such odd-lot 
dealer in such transactions. V 

(f) Certain transactions subject to section 201.105 (1), Wis. Stats. 
The acquisition or disposition of any transferable option, put, call, 
spr&d or straddle shall be deemed such a change in the beneficial 
ownership of the security to which such privilege relates as to require 
the filing of a statement reflecting the acquisition or/ disposition of 
such privilege. Nothing in this tiubsection (3) (f) Vhowever shall 
exempt any person from filing the statements requi?ed upon the 
exercise of such option, put, call, spread or straddle. 

(g) Ownership of securities held in trust. 1. BenefiC'ial ownership of 
a security for the purpose of section 201.105 (1) ;v\Vis. Stats., shall 
include: 

a. The ownership of securities as a trustee where either the trustee 
or members of his immediate family have a vested interest in the 
income or corpus of the trust, 

b. The ownership of a vested beneficial interest in a trust, and 

c. The ownership of securities as a settlor of a trust in which the 
settlor has the power to revoke the trust without obtaining the 
consent of all the beneficiaries. ./ 

2. Except as provided in subsection (3) (g) 3, beneficial ownership 
of securities solely as a settlor or beneficiary of a trust shall be exempt 
from the provisions of section 201.105 (1) )"Wis. Stats., where less than 
20 3 in market value of the securities having a readily ascertainable 
market value held by such trust, determined as of the end of the 
preceding fiscal year of the trust, consists of equity securities with 
respect to which Ieports would otherwise required. Exemption is 
likewise accorded from section 201.105 (1 , Wis. Stats., with respect 
to any obligation which would otherwise be imposed solely by reason 
of ownership as settlor or beneficiary of securities held in trust, where 
the ownership, acquisition, or disposition of such ecurities by the 
trust is made without prior approval by the settlo r beneficiary. No 
exemption pursuant to this subsection (3) (g) 2. shall, however, be 
acquired or lost solely as a result of changes in the value of the trust 
assets during any fiscal year or during any time when there is no 
transaction by the trust in the securities o herwise subject to the 
reporting requfrements of section 201.105 (lJ, Wis. Stats. 

Register, September, 1976, No. 249 
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3. In the event that 10% of any class of any equity security of an 
insurer is held in a trust, that trust and the trustees thereof as such 
shall be deemed a erson required to file the reports specified in 
section 201.105 (1) Wis. Stats. 

4. Not more than one report need be filed to report any h ldings or 
with respect to any transaction in securities held by a trust, regardless 
of the number of officers, directors or 10% stockholders who are • 
either trustees, settlorsi or beneficiaries of a trust, provided that the 
report filed shall disc ose the names of all trustees, settlors and 
beneficiaries who are officers, directors or 10 % stockholders. A person 
having an interest only as a beneficiary of a trust shall not be required 
to file any such report so long as he relies in good faith upon an 
understanding that the trustee of such trust will file whatever reports 
might otherwise be required of such beneficiary. 

5. As used in this subsection (3) (g) the "immediate family" of a 
trustee means: 

a. A son or daughter of the trustee, or a descendant of either, 

b. A stepson or stepdaughter of the trustees, 

c. The father or mother of the trustee, or an ancestor of either, 

d. A stepfather or stepmother of the trustee, 

e. A spouse of the trustee. 

For the purpose of determining whether any of the foregoing relations 
exists, a legally adopted child of a person shall be consider7d a child 
of such person by blood. f 

6. In determining, for the purposes of section 201.105 (1), Wis. 
Stats., whether a person is the beneficial owner, directly or indirectly, 
of more than 103 of any class of any equity security, the interest of 
such person in the remainder of a trust shall be excluded from the 
computation. 

7. No report shall be required by any person, whether or not 
otherwise su.l'(ject to the requirement of filing reports under section 
201.105 (1){ ·wis. Stats., with respect to his indirect interest in 
portfolio securities held by: 

a. A pension or retirement plan holding securities of an insurer 
whose employees generally are the beneficiaries of the plan, 

b. A business trust with over 25 benef'ciaries. 

8. Nothing in this subsection (3) (g) shall be deemed to impose any 
duties or liabilities with respect to reporting any transaction or 
holding prior to its effective date. 

(h) Exemption for small transactions. 1. /!..ny acquisition of securi­
ties shall be exempt from section 201.105 (1)~ Wis. Stats., where: 

a. The person effecting the acquisition does not within 6 months 
thereafter effect any disposition, otherwise than by way of gift, of 
securities of the same class, and 

b. The person effecting such acquisition does not participate in 
acquisitions or in dispositions of securities of the same class having a 
Register, September, 1976, No. 249 
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total market value in excess of $3,000 for any 6 months' period during 
which the acquisition occurs. 

2. Any acquisition or disposition of securities by way of gift, where 
the total amount of such gifts does not exceed $3,000 in market value / 
for any 6 months' period, shall be exempt from section 201.105 (1) Y 
Wis. Stats., and may be-;ifcluded from the computations prescribed in 
subsection (3) (h) 1.b . .T"' 

.,/ ,/ 

3. Any person exempted by subsection (3) (h) 1. or 2. shall include 
in the first report filed by him after ll transaction within the exemp­
tion a statement showing his acquisitions and dispositions for each 6 
months period or portion thereof which bas elapsed since his last 
filing. 

(i) Exempt·ion from section 201.105 (2), Wis. Stats., of h~ac­
tions which need to be reported under section 201.105 (1), Wis . 
Stats. Any transaction which has be~n or shall be exempted from the 
requirements of section 201.105 (l) YWis. Stats., shall, in ofar as it is 
otherwise subject to the provisions of section 201.105 (2 , Wis. Stats., 
11e likewise exempted fr m section 201.105 (2)'(Wis. Stats. 

(4) REGULA'l'IONS UNDER SECTION 201.105 (2)?wlS. STATS. 

(a) Exemption from section 201.105 (2) ( Wis. Stats., of certain / 
transactions effected in connection with a distribution. ( 

1. Any transaction of purchase and sale, or sale and purchase, of a 
security which is effected in connection with the distribution of a 
substantial block of s curities shall be exempt from the provisions of 
section 201.105 (2), Wis. Stats., to the extent specified in this 
subsection (4 (a)Vas not comprehended within the purpose of section 
201.105 (2) is. Stats., upon the following conditions: 

a. The person effecting the transaction is engaged in the business of 
distributing securities and in participating in good faith, in the 
ordinary course of such business, in the distribution of such block of 
securities; 

b. The security involved in the transaction is a part of such block of 
securities and is acquired by the person effecting the transaction, with 
a view to the distribution thereof, from the insurer or other person on 
whose behalf such securities are being distributed or from a person 
who is participating in good faith in the distribution of such block of 
securities; or a security purchased in good faith by or for the account 
of the person effecting the transaction for the purpose of stabilizing 
the market price of securities of the class being distributed or to cover 
an over-allotment or other short position created in cmmecti n with 
such distribution; and 

c. Other persons not within the purview of section 201.105 (2), Wis. 
Stats., are participating in the distribution of such block of securities 
on terms at least as favorable as those on which such person is , 
participating and to an extent at least equl)l. to the aggregate partici­
pation of all persons exempted from the p~visions of section 201.105 
(2), Wis. Stats., by this subsection (4) (a)'. However, the performance 
of the functions of manager of a distributing group and the receipt of 
a bona fide pa ent for performing such functions shall not preclude 
an exemption hich would otherwise be available under this subsec­
tion ( 4) (a) . 

Register, September, 1976, No. 249 



252 WISCONSIN ADMINISTRATIVE CODE 

2l The exemption of a transaction pursuant to this subsection (4) 
(a) ~ith respect to the participation therein of one party thereto shall 
not render such transaction exempt with respect to participation of 
any other party therein unless such oth7r ·party also meets the 
conditions of this subsection (4) (a) . ./ 

(b) Exemption from section 201. 105 (2), Wis. Stats., of acquisi­
tions of shares of stock and stock options under certain stock bonus, 
stock option or similar plans. Any acquisition of shares of stock • 
(other than stock acquired upon the exercise of an option, warrant or 
right) pursuant to a stock bonus, profit sharing, retirement, incentive, 
thrift, savings or similar plan, or any acquisition of a qualified or a 
restricted stock option pursuant to a qualified or a restricted s'tock 
option plan1 .or a stock option pursuant to an employee stoc~ purchase 
plan, by a airector or officer of an insurer issuinJI such stoqk or stock 
option shall be exempt from the operation of section 201.105 (2), Wis. 
State., if the plan meets the following conditions: 

1. The plan has been approved, directly or indirectly, 

a. By the affirmative votes of the holders of a majority of the 
securities of such insurer present, or represented, and entitled to vote 
at a meeting held in accordance with the applicable laws of the state 
of Wisconsin, or 

b. By the written consent of the holders of a majority of the 
securities of such insurer entitled to vote: pro~i ed, however, that if 
such vote or written consent was not solicit substantially in ac­
cordance with Wis. Adm. Code section Ins 6.40 effect at the time of 
such vote or written consent, the insurer shall furnish in writing to the 
holders of record of the securities entitled to vote for the plan 
substantially the same information concerning the plan which would 
be required by any such rules and regulations so prescribed and in 
effect at the time such information is furnished, if proxies to be voted 
wi~b resl?e~t to the ap~roval or disapproval ~f the plan wer~ then 
being solicited, on or pnor to the date of the first annual meeting of 
security hOlders held subsequent to the later of the date section 
201.105,"Wis. Stats., first applies to such insurer; or the acquisition of 
an equity security for which exemption is claimed. Such written 
information may be furnished by mail to the last known address of 
the security holders of record within 30 days prior to the date of 
mailing. Four copies of such written information shall be filed with, or 
mailed for filing to the commissioner ht later than the date on which 
it is first se11t or given to security olders of the insurer. For the 
purposes of subsection (4) (b) l. b., the tel'm "insurer" includes a 
predecessor corporation if the plan or obligations to participate there­
under were assumed by the in.~urer in connection with the succession. 

2. If the selection of any director or officer of ·the insurer to whom 
stock may be allocated or to whom qualified, restricted or employee 
stock purchase plan stock options may be granted pursuant to the 
plan, or the determination of tne number or maximum number of 
shares of stock which may be allocated to any such director or officer 
or which may he covered by qualified, restricted or employee stock 
purchase plan stock options granted to any such director or officer, is 
subject to the discretion of any person, then such discretion shall be 
exercised only as follows: 

a. With respect to the participation of directors 
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I. By the board of directors of the insurer, a majority of which 
board and a majority of the directors acting in the matter are 
disinterested persons; 

II. By, or only in accordance with the recommendations of, a 
committee of 3 or more persons having full authority to act in the 
matter, all of the members of which committee are disinterested 
persons; or 

ill. Otherwise in accordance with the plan, if the plan specifies the 
number or maximum number of shares of stock which directors may 
acquire or which may be subject to qualified, restricted or employee 
stock purchase plan stock options granted to directors and the terms 
upon which, and the times at which, or the periods within which, such 
stock may be acquired or such options may be acquired and exercised; 
or sets forth, by formula or otherwise, effective and determinable 
limitations with respect to the foregoing based upon earnings of the 
insurer, dividends paid, compensation received by participants, option 
prices, market value of shares, outstanding shares or percentages 
thereof outstanding from time to time, or similar factors. 

b. With respect to the participation of officers who are not directors 

I. By the board pf directors of the insurer or a committee of 3 or 
more directors; or 

II. By, or only in accordance with the recommendations of, a 
committee of 3 or more persons having full authority to act in the 
matter, all of the members of which committee are interested 
persons. For the purpose of this subsection (4) (b) 2, a director or 
committee member shall be deemed to be a disinterested person only 
if such person is not at the time such discretion is exercised eligible 
and has not at any time within one year prior thereto been eligible for 
selection as a person to whom stock may be allocated or to whom 
qualified, restricted or employee stock purchase plan stock options 
may be granted pursuant to the plan or any other plan of the insurer 
or any of its afi'iliates entitling the participants therein to acquire 
stock or qualified, restricted or employee stock purcha'se plan stock 
options of the insurer or any of its affiliates. ./ 

c. The provisions of this subsection (4) (b) 2. shall not apply with 
respect to· any option granted, or other e~uity securit acquired, prior 
to the date that section 201.105 (t , (2), and (3), Wis. Stats., first 
become applicable with respect to any class of equity securities of any 
insurer. 

3. As to each participant or as to all participants the plan effectively 
limits the all"g-regate dollar amount or the aggregate number of shares 
of stock wh1ch may be allocated, or which may be subject to qualified, 
restricted, or employee stock purchase plan stock options granted, 
pursuant to the plan. The limitations may be established on an 
annual basis, or for the duration of the plan, whether or not the plan 
has a fixed termination date; and may be determined either by fixed 
or maximum dollar amounts or fixed or maximum numbers of shares 
or by formulas based upon earnings of the insurer, dividends paid, 
compensation received by participants, option prices, market value of 
shares, outstanding shares or percentages thereof outstanding from 
time to time, or similar factors which will result in an effective and 
determinable limitation. Such limitations may be subject to any 

Register, September, 1976, No. 249 



254 WISCONSIN ADMINISTRATIVE CODE 

provision_s for adjustment of the pla? O! of stock allocable or _options 
outstandmg thereunder to prevent dtlution or enlargement of rights. 

4. Uuless the co text otherwise requires, aU terms .used iJ this 
subsection (4) (b) hall have the me meaning as in section 201.105 
Wis. Stats., and in subseciion (1). In addition, the following defini ­
tions apply: 

a. The term "plan" includes any plan, whether or not set forth in • 
any formal written document or documents and whether or not 
approved in its entirety at one time. 

b. The defini tion of the terms "qualified stock option" and ' em­
ployee stock purchase plan" that are set forth in sections 442 and 423 
of the Internal Revenue Code of 1954, as amended, are t'( be applied 
to t hose terms where used in t his subsection (4) (b). The erm 
"restricted stock option" as defined in section 424 (b) of the Internal 
Revenue Code of 1954, as amende , shall be applied to that term as 
used in this subsection (4) (b), J!Jrovided, however that for the 
purposes of this subsection (4) (b)f an option which meets all of the 
conditions of section 424 {b)· of the Internal Revenue Code of 1954, as 
amended, other than the date of issuance shall be deemed to be a 
"restricted stock option." 

(c.) Exemption from section 201.105 (2), Wis. Stats., of certain 
transactions in which securities are received by redeeming other 
securities. Any acquisition of an equity security (other than a con­
vert ible secur.ity o:r right to purchase a security) by a director or 
officer of the insured issuing su~h security shall be exempt from the 
operation of section 201.105 (2)'( Wis. Stats., upon condition that 

1. The equity security is acquired by way of redemption of another 
security of an insurer substantially all of whose assets other than cash 
(or Government bonds) consist of securities of the insurer issuing the 
equity security so acquired, and which 

a. Represented substantially and in practical effect a stated or 
readily ascertainable amount of such equity security, 

b. Had a value which was substantially determined by the value of 
such equity security, and 

c. Conferred upon the holder the right to receive such equity 
security without the payment of any consideration other than the 
security redeemed; 

2. No security of the same class as the security redeemed was 
acquired by the director or officer within 6 months prior to such 
redemption or is acquired within 6 months after such redemption; 

3. The insurer issuing the equity securi~ acquired has recognized 
the applicability of subsection (4) (c) 1. by appropriate corporate a 
action. W 

(d) Exemption of long term profits incident to sales within 6 
months of the exercise of an option. J 

1. To the extent specified in subsection (4) (d) 2., the commission­
er hereby exempts ¥ not comprehended within the purposes of 
section 201.105 (2) , Wis. Stats., any transaction or transactions in­
volving the purchase and sale, or sale and purchase, of any equity 
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security where such purchase is pursuant to the exercise of an option 
or similar right either acquired more than 6 months before its ex­
ercise; or acquired pursuant to the terms of an employment contract. 
entered into more than 6 mouths before its exercise. 

2. In respect of transactions specified in subsection (4) (d) . the 
profits inuring to the insurer shall not exceed the difference between 
the proceeds of sale and the lowest market price of any security of the 
same class within 6 mont s before or after the date of sale. Nothing in 
this subsection (4) (d) Shall be deemed to enlarge the amount of 
.profit which would inure to such insurer in the absence of this 
subsection (4) (d) 

3. The commissioner also hereby exe u,ts, as not comprehended 
within the purposes of section 201.105 (2), "Wis. Stats., the disposition 
of a se urity, purchased in a transaction specified in subsection (4) 
(d) 1. ursuant to a plan or areement for merger or consolidation, or 
reclassification of the i13surer s securities, or for the exchange of its 
securities for the securities of another person which has acquired its 
assets, or which is in control, as defined in section 368 (c} o'f the 
Internal Revenue Code of 1954, of a person which has acquired its 
assets, where the terms of such plan or agl'eement are binding upon 
all stockholders of the insurer except to the extent that dissenting 
stockholders may be entitled, under statutory provisions or provisions 
contained in the certificate of incorporation, to receive the appraised 
or fair value of their holdings. 

./ 
4. The exemptions provided by this subsection (4) (d) shall pot 

apply tu_ any transaction made unlawful by section 201.105 (3) YWis. 
Stats., or by any rules and regulations thereunder. 

5. The burden of establishing __ 91arket price of a security for the 
purpose of this subsection (4) (dYsli.all rest upon the person claiming 
the exemption. / 

v" 
(e) Exemption from section 201.105 (2), Wis. Stats., of certain 

acquisitions and d~spositions of securities pursuant to merger or 
consolidations. 1. The following transactions shall be exempt from the 
provisions of section 201.105 (2V,Wis. Stats., as not comprehended 
within its purpose: 

a. The acquisition of a security of an insurer, pmsuant to a merger 
or consolidation, in exchange for a security of a company which, prior 
to said merger or consolidation, owned 85% or more of the equity 
securities of all other companies involved in I.he merger or consolida­
tion except in the case of consolidation, the resulting company; 

b. The disposition of a security, pursuant to a merger or consolida­
tion of an insurer which, prfor to said merger or consolidation, owned 
85% or more of the equity securities of all other companies involved 
in. the merger or consolidation except, .in the case of consolidation, the 
resulting company: 

c. The acquisition of a security of an insurer, pursuant to a merger 
or consolidation, in exchange for a security of a company which, prior 
to said merger or consolidation, held over 853 of the combined assets 
of all the companies undergoing merger or consolidation, computed 
according to their book values prior to the merger or consolidation as 
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determined by reference to their most recent available financial 
statements for a 12-month period prior to the merger or consolidation. 

d. The disposition of a security, pursuant to a merger or consolida­
tion, of an insurer whioh, prior to said merger or consolidation, held 
over 85% of the combined assets of all the companies undergoing 
merger or consolidation, computed according to their book values 
prior to merger or consolidation, as determined by reference to their 
most recent available financial statements for a 12-month period prior 
to the merger or consolidation. /. 

2. A merger within the meaning of this subsection (4) (e) shall 
include the sale or purchase of substantially all the assets of one 
insurer hY. another in exchange for stock which is then distributed to 
the security holders of the insurer which sold its assets. 

3. Notwithstanding the foregoing, if an officer, director or 
stockholder shall make any purchas (other than a purchase ex­
empted by this subsection (4) (e)) of a security in any company 
involved in the merger or consolidation apd any sale (other than a 
sale exempted by t~s subsection (4) (e) Y of a security in any other 
company mvolved in the merger or consolidation within any period of 
less than 6 months during which the merger or c<;>psolidation took 
place, the exemption provided by this subsection ~4) (e) shall be 
unavailable to such officer, director, or stockholder. 

(f) Exemption from section 201.105 (2) ,\.- is. Stats., of certain 
securities received upon surrender of similar equity securities. Any 
receipt by a person from an insurer of shares of stock of a class having 
general voting power, upon the. surrender by such person of an equal 
number of shares of stock of the insurer of a class which does not have 
general voting power, pursuant to provisions of the insurer's certifi­
cate of incorporation, for the purpose of and accompanied simulta.ne­
oualy or followed immediately by the sale of the shares s.d' received, 
she.II be exempt from the operation of section 201.105 (2)t\¥is. Stats. , 
as a transaction not comprehended within its purpose, if the following 
conditions exist: 

1. The person so receiving such shares is not an officer or director, 
or the beneficial owner, directly or indirectly, immediately prior to 
such receipt, of more than 103 of an equity security of the insurer; 

2. The shares surrendered and the shares issued upon such sur­
render shall be of classes which are freely transferable and entitle the 
holders thereof to participate equally per share in all distributions of 
earnings and assets; 

3. The surrender and issuance are made pursuant to provisions of a 
certificate of incorporation which requires that the shares issued upon 
such surrender shall be registered upon issuance in the name of a 
person or persons other than the holder of the shares surrendered and 
may be required to be issued as the right only in connection with the 
public offering, sale and distribution of such shares a.nd the immedi­
ate sale by such holder of suob shares for that purpose, or in 
connection with a gift of such shares; 

4. Neither the shares so surrendered nor any shares of the same 
class, nor other shares of the same class as those issued upon such 
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surrender, have been or are purchased (Qtherwise than in a transac­
tion exempted by this subsection (4) (f)lf, by the person surrendering 
such shares, within 6 months before or after such surrender or 
issuance. 

(g) Exemption from section 201.105 (2J( Wi$. Stats., of certain 
transactions inuoluing an exchange of similar securities. Any acquisi­
tion or disposition of securities made in an exchange of shares of a 
class (or series thereof) of stock of an insurer for an equivalent 
number of shares of another class (or series thereof) of stock of the 
same insurer, pursuant to a right of conversion under the terms of the 
insurer's articles of incorporation or other governing) struments shall 
be exempt from the operation of section 201.105 (2), Wis. Stats., if 

1. The shares sunendered and those acquired in exchange therefor 
evidence substantially the same rights and privileges except that, 
()Ursuant to ~he i;>rovisions of the insurer's ar.ticles of incorporation or 
other governm~ instruments, the board of directors may declare and 
pay a lesser dividend per share on shares of .the class surrendered 
than on shares of the class acquired in exchange therefor, or may 
declare and pay no dividend on shares of the class surrendered; and 

2. The transaction was effected in contemplation of a public sale of 
the hares acquired in t he exchange; provided that this subsection (4) 
(g) hall no be construed to exempt from the operation of section 
201.105 (2) Wis. Stats., any purchase or sale of shares of the class 
surrendered and any sale or purchase of shares of the class acquired in 
the exchange (otherwise than in the transaction of exchange ex­
empted by thi.s subsection (4) (g) I' within a period of less than 6 
months. 

(5) RECULATIONS UNDER SECTION 201.105 (3)~is. j!TATS. (a) 
Exemption of certain securities from section 20U05 (3){Wis. Stats. 
Any security shall be exempt from the operation of section 201.105 V 
(3), Wis. Stats ., to the extent necessary to render lawful under such 
section the execution by a broker of an order for an account in which 
he has no direct or indirect interest. 

(b) Exemption from section 201.105 (3) ( Wis. Stats., of certain 
transactions effected in connection with a distribution. l\it.Y security 
shl\ll be exempt from the operation of section 201.105 (3)/(Wis. Stats., 
to the extent necessary ·to render lawful undel" such section any sale 
made by or on behalf of a dealer in connection with a distribution of a 
substantial block of securities, upon the following conditions: 

1. T he sale is represented by an over-allotment in which the dealer 
is parti ipating as a member of an, underwriting group, or the dealer 
or a person acting on his behalf intends in good faith to offset such 
sale with a security to be acquired by or on behalf of the dealer as a 
participant in an underwriting, selling or soliciting-dealer group of 
which the dealer is a member at the time of the sale, whether or not 
the security to be so acquired is subject to a prior offering to existing 
security holders or some other class of persons; and ~ 

2. Other persons not within the purview of section 201.105 (3), Wis. 
Stats., are participating in the distribution of such block of securities 
on terms at least as favorable as those on which such dealer is 
participating and to an extent at least equal to the aggregate partici­
pation of all persons exempted from the provisions of section 201.105 
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(3), is. Stats., by this subsec'tion (5) (b). However the per.fo-r­
mane of t he functions of manager of a distributing group and the 
receipt of a bona fide payment for performing such functions shall not 
p.reclude an exempti 'n which would otherwise be available under this 
subsection (5) (b). 

c) Exemption from section 201.105 (3 , Wis. Stats ., of sat s of 
securities to be acquired. l. Whenever any person is entitled, as an 
incident to his ownership of an issut~security and without the • 
payment of consideration, to receive an er security "when issued" 
or "when distributed," the security to .e acquired shall be exempt 
from the operation of section 201.105 (3 , Wis. Stats., provided that: 

a. The sale is made subject to the same conditions as those 
attaching to the right of acquisition, and 

b. Such person exercises reasonable diligence to deliver such securi­
ty to the purchaser promptly after his right of acquisition matures, 
and 

c. Such person r1:ports the sale on the appropriate f'orJl} or report­
ing transactions by persons sub'ect to section 201 .105 (l)y Wis. Stats. 

2. Thia subsection (5) (c) shall _not be construed as e)(empting 
transactions involving both a sale of a security "when issued" or 
"when distributed" and a sale of the security by virtue of which the 
seller expects to receive the "when-issued" or "when-distributed" 
security, if the 2 transactions combined result in a sale of more units 
than the aggregate of those owned by the seller plus those to be 
received by him pursuant to his right of acqui$ition. 

v 
(6) REGULATION UNDER SECTION 201.101? (5)' WIS. STATS. (a) Arbitrage 

transactions under section 201.105 (5) ,· Wis. Stats. It shall be unlaw­
ful for any director or officer of an insurer to effect any foreign or 
domestic arbitrage transaction in any equity security of such insurer, 
unless he shall inclu5!e such transaction in I.he statements required by 
section 201.105 (1)1{ Wis. Stats., and shall account to such ins er for 
the profits arising from such transaction, as· provided ll)l section 
201.105 (2) ,v\Vis. Stats. The provision of section 201.105 V(3), Wis. 
Stats., shall not aaply to such arbitrage transactions. The provisions 
of section 201.105,fflis. Stats., shall not apply to any bona fide foreign 
or domestic arbitrage insofar as it is effected by any person other than 
such director of officer of the insurer. 

Note: Copies of UNITED STATES CODE, title 26, Internal Revenue Code of 1954 as 
amended to date of adoption of the above section sections 368 (c), 422, 423 and 424 (b), are 
available for inspection at the office of the Insurance Department, the Secretary of State, a·nd 
the Revisor of Statutes, or the code may be procured for personal use from the lJ. S , 
Government Printing Office, Washington, D. C. 

History: Cr. Register, August, 1966, No. 128, eff. 9-1-66. 

Ins 6.42 Initial statement of beneficial ownership of securities. 
(1) PERSONS REQUIRED TO FILE STATEMENTS. A statement on Form 3 
(shown at the end of this rule) of initial statement of beneficial 
ownership of securities is required to be filed by every person who is 
directly or indirectly the beneficial owner of more than 10~(, of any 
class of any equity security of a domestic stock insurance company, or 
who is a director of an officer of such a company. 
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(a) Be well-informed on the kinds of insurance they are qualified to 
write. 

(b) Thoroughly analyze the insurance needs of their clients and 
recommend the forms of coverage best suited to their needs. 

(c) Make no intentional false statements nor any material mis­
representations by omission of facts, inference or subterfuge in their 
relation!l with their clients, insurance companies, or other insurance 
agents. 

( d) Take all reasonable steps so clients are informed on the extent 
and limitation of coverage provided by their contracts. 

(e) Manage agency financial affairs in accordance with the high 
standards applicable to a fiduciary. 

(0 Conform to all applicable insurance statutes and regulations. 

(2) Standards of competence and trustworthiness established by 
(1) shall be applied to all applicants for individual intermediary­
agent licenses. 

(3) The following screening 1:1tandards and procedures for determi­
nation of competence and trustworthi11ess of individual intermediary­
agents submitting applications under the provisions of Ins 6.58 and 
6.59 are adopted: 

(a) Accuracy of application. Material misrepresentation in com­
pleting an application form (e.g. Insurance Form 11-40, 11-41 or 11-
42) shall be considered evidence of WJ.trustworthiness and cause for 
not issuing a permanent license. 

(b) Complaint reuiew. Information developed through consumer 
complaints involving an intermediary's activities ·during the prior 
three years (where applicable) shall be reviewed to determine wheth­
er the allegation, if proven, concerns a violation of the standards of 
competence and trustworthiness in subsection (1) . 

(c) Application data. Information reported in the application form 
(e.g. Insurance Form 11-40, sections 16, 22-25) shall be reviewed and 
investigated through correspondence with insurance companies, af­
fected consumers, appropriate regulatory and law enforcement 
agencies, and, where necessary, follow-up investigation in the field to 
determine if the standards of competence and trustworthiness have 
been met. 

(d) Competence. Where two or more verifiable inst.ances of incom­
petence of en applicant making application under Ins 6.58 are devel­
oped through the procedures in (b) and (c), a license shell not be 
issued until the person makes application for and passes the written 
examination prescribed by Ina 6.59 for t.he kind or kinds of authority 
involved. Review under this paragraph will be in accordance with the 
standards for competence in subsection (1). 

(e) Trustworthiness. Where i11formation developed through the 
procedures in paragraphs (b) and (c) indicates that there has been 
substantial violation of the standards ill paragraphs (b) through (f) 
of subsection (1) sufficient for the commissioner to institute proceed­
ings to revoke a license, en intermediary-agent license shall not be 
issued. 

Register, November, 1977, No. 263 



282-2 WISCONSIN ADMINSTRATIVE CODE 

(f) Notice. Applicants under Ins 6.58 shall be notified by May 1, 
1977 where a determination has been made not to issue a permanent 
liceme. 

1. Applicants shall have the right to request a review of such 
determination by a review committee designated by the Insurance 
Agent'• Advisory Council established by Ins 6.10. Such request shall 
be made to the commissioner of insurance who shall proceed in a • 
timely manner to arrange for a review by the council designated 
committee. The committee conclusion shall be transmitted to the 
applicant by the commissioner. 

2. Applicants shall also have the right to a hearing to appeal a 
decision not to license. Such hearing and appeal shall be in ac­
cordance with procedures set forth in Chapter 227, Wis. Stats., and 
rules of the commissioner. 

Note: The standards of competence and trustworthine88 listed are not meant to be 
exclusive, nor ere they intended to suggest that insurance intermediaries will never make 
mietakee. Professionals exercising broad discretion are always subject to eecond-gueBBing, in 
(:ircumetancee where there is no single uright" answer. The primary concern here is with 
substantial or persiotent violations, or with a pattern of behavior which may endanger the 
legitimate interest. of customers or the public. 

Hl•tory: Cr. Register, March, 1977, No. 255, eff. 4-1-77. 

Ins 6.70 Combinations of lines and classes of insurance. This 
rule defines and delimits the permissible combinations of the lines 
and classes of insurance defined and delimited by Ins 6.75 which may 
be written in the same policy. Except as provided in this rule, lines 
and classes of insurance may not be combined in the same policy. 

(1) COMBINATION WITH SEPARATE PREMIUM CHARGES. Subject to Ins 
2.05, any combinatiOn of the lines and classes of insurance defined 
and delimited by Ins 6.75, except for those described in Ins 6.75 (2) 
(h) , (i) and (k) , may be written in the same policy if a statement of 
separate premium charge is shown on the declarations page or on the 
face of the policy or in a separate written statement furnished to the 
policyholder. The requirement for a statement of separate premium 
charge does not prohibit such charges equitably reflecting differences 
in expected losses or expenses as contemplated by section 625.11 (4), 
Wis. Stats. 

(2) COMBINATION WITH OR WITHOUT SEPARATE PREMIUM CHARGES. Any 
combination of the lines and classes of insurance defined and delim­
ited by Ins 6.75 (2) (a), (b), (d), (e), (f) and (j) may be written in 
the same policy with or without showing separate premium charges. 

Hl•tory: Emerg. er. eff. 6-22-76; er. Register, September, 1976, No. 249, eff. 10-1-76; r. A 
end recr. Register, August, 1977, No. 260; eff. 9-1-77. W' 

In• &.71 Fire in1urance. Hi•tory: Emerg. er. eff. 6-22-76; er. Register, September, 1976, 
No. 249, eff. 10-1-76; r. Register, November, 1977, No. 263, eff. 12-1-77. 

Ins 6.72 Risk limitations. The provisions of section 201.16, 1973 
Wis. Stats., are incorporated herein by reference in their entirety, all 
statutory references therein being to 1973 Wisconsin Statutes. 

Hiatory: Emeig. er. eff. 6-22-76; er. Register, September, 1976, No. 249, eff. 10-1-76. 
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Ins 6.73 Reinsurance. The provisions of sections 201.27 and 
201.31, 1973 Wis. Stats., are incorporated hereby by reference in their 
entirety. 

History: Emerg. er. eff. 6-22-76; er. Register, September, 1976, No. 249, eff. 10-1-76. 

Ins 6.74 Suretyship and risk limitations of surety obligations. 
(1) PURPOSE. The purpose of this rule is to establish minimum 
requirements for the transaction of surety obligations . 

(2) ScoPE. This rule shall apply to the limitations on bond penal 
amounts imposed on insurers engaged in the business of suretyship. 

(3) DEFINITIONS. (a) For purposes of this rule suretyship shall be 
construed to be insurance. 

(b) An insurance corporation authorized to write fidelity insurance 
may guarantee the fidelity of, or become the surety for: 1. persons 
holding positions of public or private trust; 2. the performance of any 
act, duty or obligation or the refraining from any act; 3. the perfor­
mance of any contract; 4. bonds of insurance companies required by 
Jaw as a condition of transacting business; 5. indemnifying banks, 
brokers and other financial or moneyed HBsociations or corporations, 
against the loss of documents and money, except. against loss caused 
by marine risks or risks of transportation or navigation; 6. indemnify­
ing any federal land bank against loss by reaBon of defective title to or 
incumbrances on real property on which such bank may have a 
mortgage. 

(c) As used in this rule any one surety risk shall be equivalent to 
the penal amount established on the surety bond. 

(4) RtsK LIMITATIONS ON StJRETYSHIP OBLIGATIONS. (a) No corpora­
tion shall execute any 1mretyship obligation or expose itself to any loss 
on any one surety bond in an amount in excess of one-tenth of its 
.capital and surplus as reported in its most recent filed annual state­
ment, unless it shall be protected in the excess of that amount: t. by 
:reinsurance in a corporation licensed to transact surety business 
where the risk is located; or 2. by the cosuretyship of a surety 
corporation likewise licensed. 

(b) A surety corporation may execute transportation o.r warehous­
ing bonds for United States internal revenue taxes to an amoun equal 
to 5 times the underwriting limitation specified in subsection (4) (a) 
of this rule. 

(c) No corpora·tion writing surety shall guarantee the deposits of 
any single financial institution in an aggregate amount in excess of the 
underwriting limitation set forth in subsection (4) (a) unless it shall 
be protected in excess of that amount by reinsurance or cosuretyship 
as specified in subsection (4) (a). 

(d) A surety corporation shall not issue multiple bonds on a single 
contract (splitting bonds) and a surety corporation's liability on a 
single contract shall not be in excess of the limitations established in 
subsection (4) (a). 

(e) No domestic corporation writing surety business shall execute, 
reinsure or be cosurety on a suretyship obligation in favor of the 
United States government, or any other obligee, whereby a surety 
issues a bond to an obligee for a penal amount which is 10%, or an 
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amount substantially less than, the total contract amount, unless the 
surety reinsures or obtains a cosurety for at least 50 % of the bond 
penal amount with a corporation licensed to transact surety business 
where the risk is located. This js tantamount to a maximum exposure 
for any single loss on any one surety bond of this type of not more 
than one-twentieth of a domestic surety corporation's capital and 
surplus. 

Hl•tory: Emerg. er. eff. 6-22-76; er. Register, September, 1976, No. 249, eff. 10-1-76. 

Im 6.75 Clauifications of insurance. This rule defines and delim­
its lines and classes of insurance for any purposes within the commis­
sioner's regulatory power unless the language or context of a statute 
or rule otherwise provides. 

(1) LIFE AND DISABILITY INSURANCE. Life and disability insurance 
includes the following: 

(a) Life insurance and annuities-insurance or annuities upon the 
lives of persons, except insurance or annuities included in paragraph 
(b); 

1. Credit life insurance-insurance on the lives of borrowers or 
purchasers of goods in connection with specific loans or credit tran­
sactions when all or a portion of the insurance is payable to the 
creditor to reduce or extinguish the debt; 

(b) Variable life insurance and variable annuities-insurance or 
annuities which provide for immediate or future benefits, the cost of 
which is funded and the payment of which is computed on the basis of 
experience factors derived from one or more segregated investment 
accounts established and managed as provided in section 611.24, 
section 611.25, and section 620.02, Wis. Stats.; 

(c) Disability insurance-insurance covering mJury or death of 
persons caused by accident, or insurance covering health of persons; 

1. Credit accident and sickness insurance-insurance in connection 
with specific loans or credit transactions against loss of time of 
debtors resulting from accident or sickness when all or a portion of 
the insurance is payable to the creditor to reduce or extinguish the 
debt; 

(2) PROPERTY AND CASUALTY INSURANCE. Property and casualty 
insurance includes all lines or classes of insurance which may lawfully 
be the subject of ~nsurance other than those classes defined in 
subsections (1) (a) or (1) (b), including but not limited to the 
following: 

(a) Fire, inland marine and other property insurance-insurance 
against loss or damage to real and personal property, while stationary 
or in transit, arising out of fire or any other peril but not including 
any insurance defined in any other paragraph of this rule; 

(b) Ocean marine insurance-insurance against the perils of seas 
and other related perils usually insured against by ocean marine 
insurance; 

(c) Disability insurance-insurance covering injury or death of 
persons caused by accident, or insurance covering health of persons; 
Register, November, 1977, No. 263 
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1. Credit accident and sickness insurance-insurance in connection 
with specific loans or credit transactions against loss of time of 
debtors resulting from accident or sickness when all or a portion of 
the insurance is payable to the creditor to reduce or extinguish the 
debt; 

(d) Liability and incidental medical expense (other than automo­
bile) insurance-insurance against liability for damages to persons or 
property, and incidental insurance for medical expenses when written 
in the same policy, but not including any liability insurance defined in 
other paragraphs of this rule; 

(e) Automobile and aircraft insurance-insurance against loss, 
medical or other expense, and liability for damages arising out of the 
ownership, maintenance or use of any automobile, aircraft or other 
vehicle; 

(0 Fidelity insurance-insurance against loss arising out of the acts 
or defaults of persons in positions of trust; 

(g) Surety insurance-payment for loss arising out of failure to 
perform contracts or obligations; 

(h) Title insurance-insurance against loss by reason of defects in 
titles to property; 

(i) Mortgage guaranty insurance-insurance against loss arising 
from failure of debtors to meet financial obligations to creditors under 
evidences of indebtedness secured by a lien or charge on real estate; 

U> Credit insurance-insurance against loss arising from failure of 
debtors to meet financial obligations to creditors, except as defined in 
paragraph (i) of this rule; 

(k) Worker's compensation insurance-insurance against obliga­
tions under chapter 102, Wis. Stats., or any similar law, and including 
employers' liability insurance when written in the same policy; 

(I) Legal expense insurance-insurance against expense for the 
professional services of licensed lawyers; 

(m) Credit unemployment insurance-insurance against loss of 
income of debtors resulting from either labor disputes or involuntary 
unemployment; 

(n) Miscellaneous-insurance against any other property or casu­
alty insurance risk which lawfully may be the subject of insurance not 
specifically defined in any other paragraph of this rule. 

Hlotory: Cr. Register, August, 1977, No. 260, eff. 9-1-77. 

Ins 6.76 Grounds for disapproval of and authorized clauses for 
fire, inland marine and other property insurance forms. (1) 
PURPOSE. The purpose of this rule is to set out characteristics and 
provisions of fire, inland marine and other property insurance forms, 
as defined by Wis. Adm. Code section Ins 6. 75 (2) (a), which may 
constitute grounds for disapproval of such forms under the provisions 
of section 631.20(2), Wis. Stats., and to promulgate authorized 
clauses for such forms under section 631.23 because it has been found 
that: (a) price or coverage competition is ineffective because diversity 
in language or content makes comparison difficult; (b) provision of 
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language, content or form of these specific clauses is necessary to 
provide certainty of meaning of them; (c} regulation of contract forms 
will be more effective and litigation will be substantially reduced if 
there is increased standardization of certain clauses; and (d) Teason­
able minimum standards of insurance protection a:re needed for 
policies to serve a useful purpoee. 

(2) GROUNDS FOR DISAPPROVAL. A fire, inland marine or other 
property insurance form may be considered misleading, deceptive or 
obscure within the meaning of section 631.20 (2), Wie. tats., if it does 
not clearly state the perils covered, the limitations, li.nd the condi­
tione, OT if it contains provisione contrary to the law, or if it does not 
include clauses covering the folfowing provisions where appropriate: 

(a) Location and description of the property covered; 

(b) Effect of other insurance on the coverage provided; 

(c) Conditions suspending, restricting or voiding the coverage pro-
vided; 

(e) Termination of the contract; 

(0 Mortagee interests and obligations; 

(g) Obligations in case loss occurs. 

(3) AuTHORlZED CLAUSES. The following clauses, or any of them, 
shall be considered authorized clausee pursuant to section 631.23, Wis. 
Stats. Appropriate liberalization of the prescribed language shall also 
be permitted. 

(a) Insuring clause. 

IN CONSIDERATION OF THE PROVISIONS AND 
STIPULATIONS HEREIN OR ADDED HERETO 

and of the premium above specified this Company, for the term of 

from t noon (12:01 a.m.) Standard Time, at 
to . ocation of property involved, 
to an amount not exceeding the amount (s) above specified does 
insure 

and legal representatives, to the extent of the actual cash value of the 
property at the time of loss, but not. exceeding the amount which it 
would cost to repair or replace the property with material of like kind 
and quality within a reasonable time after such loss, without compen­
sation for loss resulting from interruption of business or manufacture, 
nor in any event for more than the interest 0f the insured against all 
DIRECT LOSS BY FIRE, LIGHTNING AND BY REMOVAL 
FROM PREMISES ENDANGERED BY THE PERILS INSURED 
AGAINST IN THIS POLICY, EXCEPT AS HEREINAFTER PRO­
VIDED, to the property described herein while located or contained 
as described in this policy, or pro rata for 5 days at each proper place 
to which any of the property shall necessarily be removed for 
preservation from the perils insured against in this policy, but not 
elsewhere. 
Register, November, 1977. No. 263 
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Assignment of this policy shall not be valid except with the written 
consent of this Company. 

This policy is macle and accepted subject to the foregoing provisions 
and stipulations and those hereinafter stated, which are hereby made 
a part of this policy, together with such other provisions, stipulations 
and agreements as may be added hereto, as provided in this pGlicy . 

(b) Uninsurable and excepted property. This policy shall not cover 
accounts, bills, cun-ency, deeds, evidences of debt, money or securities; 
nor, unless specifically named hereon in writing, buJlion or manus­
cripts. 

(c) Perils not included. This company shall not be liable for loss by 
fire or other perils insured against in this policy caused, directly or 
fodirectly, by: 1. enemy attack by armed forces, including action taken 
by military, naval or air forces i11 resisting an actual or an immedi­
ately impending enemy attack; 2. invasion; 3. insurrection; 4. rebel­
lion; 5. revolution; 6. civil war; 7. usurped power; 8. order of any civil 
authority except acts of destruction at the time of and for the purpose 
of preventing the spread of fire, provided that such fire did not 
originate from any of the perils excluded by this policy; 9. neglect. of 
the insured to use all reasonable means to save and 1Jreserve the 
property at and after a loss, or when the property is endangered by 
fire in neighboring premises; 10. nor shall this company be liable for 
loss by theft. 

(d) Other insurance. Other insurance may be prohibited or the 
amount of insurance may be limited by endorsement attached hereto. 

(e) Conditions suspending or restricting insurance. Unless other­
wise provided in writing added hereto this Company shall not be 
liable for loss occurring 1. while the hazard is increased by any means 
within the control or knowledge of the insured; or 

2. while a described building, whether intended for occupancy by 
owner or tenant, is vacant or unoccupied beyonc;l a period of sixty 
consecutive days; or 

3. as a result of explosion or riot, unless fire ensue, and in that 
event for loss by fire only. 

(f) Other perils or subjects. Any other peril to be insured against or 
subject of insurance to be covered in this policy shall be by endorse­
ment in writing hereon or added hereto. 

(g) Added prouisions. The extent of the ·application of insurance 
under this policy and of the contribution to be made by this ' ompany 
in case of loss, and any other provision or agreement not. inconsistent 
with the provisions of t.his policy, may be provided for in writing 
added hereto, but no provision may be waived except such as by the 
terms of this policy is subject to change. 

(h) Waiver provisions. No permission affecting this insurance shall 
exist, or waiver of any provision be valid, unless granted herein or 
expressed in writing added hereto. No provision, stipulation or forfeit­
ure shall be held to be waived by any requirement or proceeding on 
the part of this Company relating to appraisal or to any examination 
provided for herein. 
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(i) Mortgagee interests and obligations. If lose hereunder is made 
payable, in whole or in part, to a designated mortagee n t named 
herein as the iDBured, such interest in this policy may be canc~lled by 
giving to such mortgagee a ten days' written notice of cancellation. If 
the insured fails to render proof of loss such mortgagee, upon notice, 
shall render proof of loss in the form herein specified within sixty 
(60) days thereafter and shall be subject to the provisions hereof 
relating to appraisal and time of payment and of bringing suit. If this 
Company shall claim that no liability existed as to the mortgagor or 
owner, it shall, to the extent of payment of loss to the m rtgag e, be 
subrogated to all mortgagee's rii;rbts of recovery, but without impair­
ing mortgagee's right to sue; or it may pay off the mortgage debt. and 
require an assignment thereof and of the mortgage. Other provisions 
relating to the intere1:1ts and obli~ations of such mortgagee may be 
added hereto by agreement in writmg. 

{j) Pro rata liability. This company shall not be liable for a greater 
proportion of any loss than the amount hereby msured shall bear to 
the whole insurance covering the property against the peril involved, 
whether collectible or not. 

(k) Requirements in case loss occurs. The insured sh.all give 
written notice as soon as reasonably p ssible to this Company of any 
Joas, protect the property from further damage. forthwith separate the 
damaged and undamaged personal property, put it in the best possi· 
ble order, furnish a complete inventory of the destl·oyed, damaged and 
undamaged property, showing in detail quantities, osts, actual cash 
value and amount of loss claimed; and with.in sixty days after the loss. 
unless. such time is extended io writing by Lbis Company, the iruiured 
shall render to this Company a proof of loss signed and sworn to by 
the insured, stating the knowledge and belief of the insured as to the 
following: the time and origin of the loss, the interest of the insured 
and of all others in the property, the actual cash value of each item 
thereof and the amount of loss thereto, all encumbrances thereon, all 
other contracts of iruiurance, whether valid or not, covering any f said 
property, any chan~es in the title, use, oc<:upation, location, p ssession 
or exposures of said property since the issuing of this property, by 
whom and for what purpose any building herein described and he 
several parts thereof were occupied at the time of loss and whether or 
not it then stood on leased ground, and shall furnish a copy of all the 
descriptions and schedules in all policies and, if required, verified 
plans and specifications of any building, fixtures or machinery 
destroyed or dameged. The insured, as often as may be reasonably 
required, shall ex.hibit to any person designated by this Company all 
that remains of any property herein described, and submit to ex­
aminations under oath by any person named by this Company, and 
subscribe the same; and, as often ae may be reasonably required, !!hall 
produce for examination all books of acc1;mnt, bills, invoices and other 
vouchers, or certified copies thereof if originals be lost. a·t such 
reasonable time and place as may be designated by this C mpany or 
its representative, and shall permit extracts and copies thereof to be 
made. 

(1) AppraisaL In case the insured and this Company shaU fail to 
agree as to the actual cash value or the amount of loss, then, on the 
written demand of either, each shall select a competent and disinter­
ested appraiser and notify the other of the appraiser fjelected within 
twenty days · of such demand . The appraisers shall first select a 
Regiater, November, 1977. No. 263 
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ompetent and diainterested umpire; and failing for fifteen days to 
agree upon such umpire, then, on request of the insured or this 
Company, such umpire shall be selected by a judge of a court of 
record in the state in which the property covered is located. The 
appraisers shell then appraise the loss, stating separately actual cailh 
value and loss to each item; and, failing to agree, shall submit their 
differences, on1y, to the umpire. An award in writing, so itemized, of 
any two when filed with this Company shall determine the amount of 
actual cash value and loss. Each appraiser shall be paid by the party 
selecting him and the expenses of appraisal and umpire sbalJ be paid 
by the parties equally. 

(m) Company's options. It shall be optional wi.th this ompany to 
take all, or any part.. of the property at the agreed or appraised value, 
and also to repair, rebuild or replace the property destroyed or 
damaged wi!.h other of like kind and quality within a reasonable time, 
on giving notice of its intention so to do within thirty days after the 
receipt of the proot of loss herein required. 

(n) Abandonment. There can be no abandonment to this Company 
of any property. 

(o} When loss payable. The amount of loss for which this Company 
may be liable shall be payable sixty days after proof of loss, a!\ herein 
provided, is received by this Company and ascertainment of the loss is 
made either by agreement between the insured and t.his ompany 
expressed in writing or by the filing with this Company o( an award as 
herein provided. 

(p) Suit. No suit or action on this policy for the recovery of any 
claim shall be sustainable in any court of law or equity unless all the 
requirements of this policy shall have been complied with, and unless 
commenced within twelve months next after inception. of the loss. 

(q) Subrogation. This Company may require from the insured an 
assignment of all right of recovery against any party for loss to the 
extent that payment therefor is made by this Company. 

History: Cr. Register, November, 1977, No. 263, eff. 12-1-77. 

Ins. 6.77 Exemption from midterm cancellation requirements. 
(1) PURPOSE. This rule is intended to exempt certain classes of 
insurance contracts from section 631.36 (2) (a), Wis. Stats., in ac­
cordance with the provisions of section 631.36 (1) (c), Wis. Stats. 

(2) ScoPE. This rule shall apply to all insurers authorized to write 
umbrella or excess liability insurance policies in Wisconsin. 

(3) DEFINITIONS. (a) Umbrella liability policy means an insurance 
·ontract providing at least $1,000,000 of liability coverage per person 

or per occurrence in excess of certain required underlying liabiLity 
insurance coverage or a specified amount of self-insured reient.ion. 

(b) Excess Liability policy means an insurance contract providing 
at least $1,000,000 of liability coverage per person or per occurrence in 
excess of certain required underlying liability insurance coverage. 

(4) EXEMPTION. Any umbrella or excess liability insurance policy as 
defined in subsection (3) is exempt from the requirements of section 
631.36 (2) (a), Wis. Stats. 
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(5) NOTICE. An insurer cancelling any umbrella liability policy or 
excess liability policy·shall' notify the commissioner of the grounds for 
such cancellation not later than the time at which the insurer notifies 
the policyholder of such cancellation. 

History: Emerg. er. eff. 7-1-77; er. Registe.r, November, 1977, No. 26:!, err., 12-1-77. 
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