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- SUBCHAPTER I insurance carporations, and the technical terms
- , used in those statutes shall be applicable to
GENERAL PROVISIONS service inmsurance ‘corporations despite the

613.01 Deflnitions. In this chapter, unless
the context requires otherwise:

(1) ARTICLES OF INCORPORATION. “Articles
of incorporation” has the meaning designated
unders. 181.02 (5).

(2) BOARD OF DIRECTORS. “Board of direc-
tors’ has the meanmg designated unders. 181.02
(8).

{3) BYLAWS. “Bylaws”” has the meaning
designated unders. 181.02.(6). . :

(4) NONPROFIT CORPORATION. “Nonproﬁt
corporation” has the meaning designated under
$.181.02(4).

(5) NONSTOCK CORPORATION. “Nonstock
corporation™ has the meaning designated under
$.181.02(3).

(6) SECRETARY OF STATE. In any provision of
ch. 180 or 181 made applicable to service
insurance corporations in this chapter, “secre-
tary of state” means commissioner of insurance.

(7) INsURER. In any provision of the statutes
made applicable to service insurance corpora-
tions by this chapter, “insurer” includes service

customary use of other parallel terms by service
insurance corporations.
- History:1975¢.223.

Note: Chapter 223, laws of 1975, which created this chapter
of the statutes, contained notes explaining the revision. See the
1975 session law volume,

613.02 - Scope and purposes. (1) ScOPE.
(a) This chapter applies only to corporations
incorporated under the laws of this state.
Corporations not incorporated under the laws of
this state may not do business in this state under
this chapter.

(b) Except as otherwise speclﬁcally provided,
service insurance corporations organized or
operating under this chapter are subject to ss.
209.04 and 610.46 and chs. 207, 600, 601, 617,
620, 623, 625, 628, 631, 632 and 645 and to no
other insurance laws.

* {2) Purroses. The purposes-of this chapter
are:

(a) To create an effective.and flexible legal
framework within which insured service benefits
may be provided with adequate protection to
consumers;
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(b) To encourage innovation in insurance
organization and marketing and the develop-
ment of more economical and effective ways of

providing services or combinations of indemnitys

and services;

(c) To meet - the specml ‘needs -of -service
insurance corporations consistent so far “as
possible with the general framework of the
corporationlaw.of insurance; and

(d) To ease the burden of payment for health
care and other essential services by providing a
method for creatmg alternanve vehxcles for

providing them.
- History: 1975 ¢;223;1975¢. 224s 148m 1975c 3755 422

613.03 Applleablllty of chapters 181 and
611 to service Insurance corporatlons. Qy
CHAPTERS 181 AND 611 GENERALLY INAPPLI-
CABLE 10 SERVICE INSURANCE. CORPORATIONS.
Chaptexs 181 and- 611 'do- "not apply to service
insurance corporations except - as spemflcally
madeapplicable by this chapter.

(2) INSURANCE. CORPORATION 1LAW.. When-
ever in this' ¢hapter a section, “subsection or
paragraph of ch. 611 is. made applicable to
service insuratice corporatlons the apphcatlon
shall .be. of . those . portions of .the . section,
subsection or paragraph of ch. 611 that apply to

mutual corporations.
History: 1975¢.223.

613.04 Orders impesing and eliminating
restrlctlons. A 1) ORDERS .IMPOSING RESTRIC-

thezeto 10 some | the’ restrlctlons of s,
. 613.28,613.33 (1) (a)’and‘(b) and 611.54 (1)
(b) as incorporated by s. 613.54, if ‘the
commissioner finds that its financial condition,
management -or -other. - circumstance requires
such additional regulation for the protection of
the interests of insureds or the public.

(2) ORDERSELIMINATING " RESTRICTIONS.
The commiissioner 'may:frée a new corporation
from anyiof the restrictions generally applicable
only ‘to “new corporations under-'ss. 613. 28,
'613:33 (1) (4) and .(b)and 611.54: (l) (b)as
incorporated by s. 613.54, if the commissioner is
satisfied: that. its. financial: condition, manage-
ment or-other circumstance gives assurance that
the interests of insureds and the pubhc w1ll not be

endangered thereby. -
- History: 1975¢ 223,421,

813.07 . General.-corporate :powers -and
procedures. (1) Powers. Service insurance
corporations have the powers specified under s.
181.04 (1) to (12),(14) and (16).

: (2) ULTRA: VIRES. Section 181.05 apphes to
service insurance corporations.
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{3) OmissioN OF SEAL. Section 181.665
applies to service insurance corporations.
(4) WAIVER OF NOTICE AND INFORMAL

'ACTION BY SHAREHOLDERS OR DIRECTORS. Sec-

tions 181.70 and 181.72 apply to -service

- «1nsux ance cor porations

History:1975¢.223.
SUBCHAPTER II
ORGANIZATION OF CORP‘ORATIONS :
613.10 Reserved name. A service insurancé

corporatlon may ICSCIVC a corporate name as

providedin's. 181. 07:
History: 1975¢.223.

613.11 Incorporators. Any'firiber of corpo-
rate or adult natural persons may organize a

service insurance corporation under S. 61 3.13..
History: 1975¢ 223 . .

613.12 . Articles and bylaws (1) CONTENIS
OF ARTICLES. The articles of a'service insurance
corporation shall conform to s. 181.31, except
that:

(a) Thename of the cor pox atlon shall include
descnptlve terms to indicate the géneral nature
of the services or care to be provxded or a trade
name that is generally understood as indicating
such service or care, and shall comply with s.

 181.06(3);

(b) The purposes of the corporation shall be
limited to those per mittedins610.21;

(c) The services to be provided or for which
indemnity is to-bé paid shall be generally
described and shall be of the same kind as the
seivices ordinar 11y provided by any members of
the corporation in their pr: ‘ofession.or business, or
of 'the persons entitled to designate members
andsetvices ancillary thereto; :

(d) The articles shall state whether’ members
or-'other providers- of ‘services are-subject to
4ssessments for the: purpose of paying operating
costs or financial deficits, the general conditions
and procedures for levying such assessments and
any limitations on the assessments that may-be
levied; -

~'(e) The articles shall state, for corporations
havmg members, how persons may. become
members and that only members may vote;and

“¢f) The:articles of a corporation not having
members shall state how the directors of the
corporation shall be selected.

'(2) ByLaws: The bylaws' of a: service
insurance corporation.shall comply with this
chapter, and with all except the first sentence of
s: 181.13. A-copy of .any amendments to the
bylaws  shall - be -filed with the commissioner
within 60 days after.adoption.
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(3) PrincipaL oFrFICERS. The articles or
bylaws shall specifically designate 3 or more
offices, the holders of which shall be the principal
officers of the corporation. The principal offices
shall be held by at least 3 separate natural

persons.
History: 1975¢.223.

613.13 Certificate of Incorporation and
authorlty. (1) AppLicatiON. The application
for a certificate of incorporation and authority
shall be signed and acknowledged by oron behalf
ofeeach incorporator, and shall include or have
attached all of the following:

(a) The names, and for the preceding 10
years, all addresses and all occupations of all
incorporators and proposed directors and offi-
cers,

(b) For all corporate incorporators, their
articles and bylaws, a list of the names, addresses
and occupations of all directors and principal
officets, and for the 3 most recent years their
annual financial statements and reports.

(¢) The proposed articles which shall be
signed and acknowledged by or on behalf of each
incorporator, and the proposed bylaws.

(d) All agreements relating to the corpora-
tion to which any incorporator or proposed
director or officer is a party.

(e) The amount and sources of the funds
available for organization expenses and .the
proposed arrangements for reimbursement and
compensation of incorporators or other persons.

(f) The proposed compensation of directors
and officers.

(g) The forms to be used for any contracts
between the corporation and its members or
other persons concerning the provision of
servicestoinsureds. ..

(h). The -proposed. minimum permanent
surplus, and the proposed initial expendable
surplus. :

(i) The plan for conducting the insurance
business, including all of the following:

‘1. The geographical area in which business is
intended to be done in the first S years.”

2. The types of insurance intended to be
written in the first 5 years including specification
whether and to what extent indemnity-rather
than services are to be provided.

3. The proposed marketing methods.

4. To the extent requested by the commis-
sionet, the proposed method for the establish-
ment of premium rates and other charges to
policyholders.

(j) A projection of the antxcxpated operating
results of the corporation at the end of each of the
first 5 years of operation, based on reasonable
assumptions of loss experience, premium and

SERVICE INSURANCE CORPORATIONS 613.19

other income, operating expenses and acquisi-
tion costs.

(k) Such other relevant documents or
information as the commissioner reasonably
requires.

(2) ISSUANCE OF CERIIFICATE OF INCORPO-
RATION AND AUTHORITY. The commissioner
shall issue a certificate of incorporation and
authority if:

(a) The commissioner finds that all require-
ments of law have been met;

(b) The commissioner is satisfied: that all
natural persons who are incorporators, the
directors and principal officers of corporate
incorporators, and the proposed directors and
officers ‘of the corporation being formed are
trustworthy and competent and collectively have
the competence and experience to engage in the
particular insurance business proposed; and

(c). The commissioner is satisfied that the
business plan is consistent with the interests of
the corporation’s potential policyholders and of
the public.

(3) CONTENTS OF CERTIFICATE OF AUTHORI-
1Y. The certificate of authority shall specify any
limits placed on the insurance business that may
be carried on by the corporation and may, within
the powers given the commissioner by law,
specifylimits on its methods of operation.

(4) LEcAL EXISTENCE. Upon the issuance of
the certificate of incorporation and authority the
legal existence of the corporation shall begin, the
articles and bylaws shall become effective and
the proposed directors and officers shall take
office. The certificate is conclusive evidence of
compliance with this section, except in a

proceeding by the state against the corporation.
History:1975¢.223,421

613.19 Flnanclal and ‘contractual re-
sources. (1) MINIMUM PERMANENT SURPLUS.
The commissioner shall specify a minimum
permanent surplus for a corporation organized
under this chapter. It shall be sufficient, in
accordance with sound business practice; to
provide for the needs of the proposed business,
but shall not be less than $50,000 nor more than
$2,000,000 except under sub. (5). In specifying
the amount, the commissioner shall take into
account all the information in the business plan .
including the projection supplied unders. 613.13
(1) (j), any contracts existing under sub. (3),
the general economic situation, the reinsurance
market available to the proposed corporation
and any other factors relevant to its needs for
surplus.

(2) InrTIAL EXPENDABLE SURPLUS. ‘A corpo-
ration organized under this chapter shall have an
initial expendable surplus, after payment of all
organizational expenses, of at least 50% of the
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minimum_permanent surplus specified ‘under
sub.’ (1), or such smaller percentage as the
commissioner specifies.

‘(3) PROVIDERS’ CONTRACTS. A service insur-
ance corporation may make contracts with its
members and other persons for the provision of
services . to policyholders in “order to ensure
performance of the insurance contracts to be
issued. The selection of members and- other
providers with whom such contracts are made
and the terms of the contracts, together with the
surplus:provided-under subs.-(1); (2).and (5),
shall reflect the benefits and. other terms
provided in the insurance contracts and -the
number and distribution of existing and expected
policyholders insuch a way that it is reasonably
to be expected that services will be prov1ded as
promised. : ,

(4) ASSESSMENTS AGAINST POLICYHOLDERS.
There may not be any assessments agamst
policyholders:

(5) REDUCTION OF MINIMUM SURPLUS.” The
commissioner may reduce the minimum
amounts of surplus requrrcd under subs. (1) and
(2) if the commissioner finds, after a hearing
under s. 60162, that the extent and nature of
providers® contracts under sub. (3) financial
guarantees and other support by financially
sound private or public corporations, 4 pressing
social need in a particular commu‘rlity‘for the
formation of a'service insurance corporation, or
‘Other’ specml cn'cumstances ]ustlfy the proposed

‘ reductron inther equlred sur plus
 History: 1975c 223,421,

613. 20 Alteratlon of certlﬂcate ot authorl-
ty. (1) UPON APPLICATION. A service insurance
corporation may at any time apply to the
commissioner: for a new or amended certificate
of authority, removing, altering or adding limits
on. its business or methods .of operation. The
application-shall contain or be accompanied by
somuch of the informationins. 613.13 (1) asthe
commissioner-requires.” The commissioner shall
issue .the new. certificate as. requested if the
commissioner finds that the: ,

(a) ‘Corporation’s: ‘surplus “and pr. ov1ders
contracts are adequate to support the proposed
operat1ons under thenew certrficate, and e

(b) Proposed business would not be contrary
to the law or to the interests of 1nsureds or the
public. '

(2) BY COMMISSIONER If the commrssroner
issues 2 summary order unders. 645.21 againsta
corporation, the commissioner may also revoke
the corporation’s cer tlflcate andnssue a new one
,w1th such hmlts as deemed necessary.

- History: 1975 ¢. 223, 421 e
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613.24 Segregated asset and special ac-
counts. Service insurance corporations are
subject toss. 611.24 and 611.25.

History: 1975.¢.223.

613.26 Subsidlaries. Service insurance cor-
porations mayact unders. 611.26.
History: 1975¢.223

613.28 Changes In business plan, Service
1nsur ance corporations are subject tos. 611.28.
Hlstory L975c 223 D ,

613.29 Amendinent of articles. (1) RicuT
TO AMEND ARTICLES. A service insurance corpo-
ration may amend its ar tlcles under ss. 181.35 to
181.37 and '181.39 in any desired respect
including “substantial changes of its original
purposes not inconsistent with this chapter. No
amendment may be made contrary tos. 613.12.

(2) FILING. For 5 years after the 1n1t1al
issuance' of 4 certificate of authonty, proposed
amendments of the articles which are not
changes in the business plan shall be filed with
the commiSsioner at léast 30 days before the
amendment is submitted to the members for
approval, or if such approval is not required, at
amendment may become effective untll the
articles of amendment have been frled with the
commissioner.

3) EFFECT OF AMENDMENT. Section 181.41
appl1es toservice insurance corpor; ations.

History: 1975¢ 223 ’

SUBCHAPTER III

SECURITIES OF SERVICE INSURANCE
CORPORATIONS

613.31° Securities regulation. (1) REcis-
TRATION.  No - securities issued by a service
insurance corporation may be sold by or for the
corporation unléss they are regrster ed or exempt
from registrationunder ch. 551. ‘

(2) APPROVAL BY COMMISSIONER. Securities
of a service insurance ‘corporation may not be
registered under ch. 551 without prior approval
of the commissioner of i insurance.

- History: 1975¢ 223 k

613.33 Authorlzed securltles. (1) SERVICE
INSURANCE CORPORATION BONDS, The articles
of a service insurance corporation may authorize
service insurance corporation bonds of one or
more classes and shall specify the amount of each
class .of bonds.the corporation is authorized to
issue, - theu desrgnatlons, preferences, limita-
tlons, rates of . mterest and relatlve rights,

44444
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(a) During the first year after the initial
issuance ‘of a cCertificate of authority, the
corporation may issue only a single class of bonds
withidentical rights.

(b) After the first year but within 5 years
after the initial issuance of a certificate of
authority, additional classes of bonds may be
authorized after approval of the commissioner,
who shall'apprové on a finding that policyholders
and pnor'bdridholders will not be prejudiced.

(¢) The rate of mterest shall be fair and
reasonable.

(d) The bonds shall bear a maturity date not
later than 10 years from the date of issuance,
when pr incipal and accrued interest shall bc due
and payable, subject tosub. (4).

(2) CONIRIBUTION NOTES. Any service
insurance corporatxon may issue contribution
notes if the commissioner approves. The
commissioner ‘may. approve only on a finding
that :

‘(a) The notes will not be issued in
denominations of less than $500, and no single
issue will be sold to more than 15 persons;

(b) No discount, commission or other fee will
be paid or allowed;

'(¢) The notes will not be the subject of a
public offering;

(d) Their terms are not prejudicial to
policyholders, holders of service insurance
corporation bonds or of prior contribution notes;
and

(¢) The corporation’s articles and bylaws do
not forbid their issuance.

(3) PROHIBITED. TRANSACTIONS. No service
insurance corporation may:

- (a) If it has any outstanding obligations on
service insurance corporation bonds or contribu-
tion notes, borrow on contribution notes from, or
sell bonds to, any other insurer w1thout approval
of the commissioner; or

(b) Makeanyloan toanotheri 1nsur er except a
fully secured loan at usual market rates of
interest:

(4) RePaAYMENT. Payment of the principal or
interest on service insurance corporation bonds
or contribution notes may be made in whole or in
part only after approval by the commissioner.
Approval shall be given if all financial require-
ments of the issuer to do the insurance business it
is then doing will continue to be satisfied after
payment and if the interests of its insureds and
the public are not thereby endangered. In the
event of liquidation under ch. 645, unpaid
amounts of principal and interest on contribu-
tion notes shall be subordinated to the payment
of pr 1n01pal and interest-on any service insurance
corporation bonds issued by the corporation at
any time.

SERVICE INSURANCE CORPORATIONS 613.51

(5) O1uBR OBLiGATIONS. Nothing in this
section prevents a service insurance corporation
from borrowing money on notes which are its
general obligations, nor from pledging any part
of its disposable assets therefor. - -

History: 1975¢.223,421.

 SUBCHAPTER IV
MANAGEMENT OF CORPORATIONS

613.40 Members and meetings. Inaseryice
insurance corporation that has members:

(1): MEETINGS OF MEMBERS: Sections 181.14
and 181.15 apply to service insurance corpora-
tions.

. {2) VoriNe AND QUORUM SCCtlonS 181.16
and 181.71 apply to service insurance corpora-
tions:and s. 181,17 applies to service insurance
corporations except as modified by 55.613.72
(4) and:613.75 (2).

(3) DIVISION INTO DISTRICIS. Section
181:175 applies to service insurance corpora-
tions.

History: 1975¢.223

613.41 Communications to members or
policyholders and attendance at meetlngs.
(1) COPIES OF COMMUNICATIONS. The commis-
sioner may by rule prescribe that copies  of
specified classes of communications circulated
generally by a corporation to members or
policyholders shall be communicated to the
commissioner at the same time.

{2) ATTENDANCE AT MEETINGS. The commis-
sioner may attend any members’ or poli-

cyholders’ meeting.
. History: 1975¢.223,421.

613.51 Board of directors. (1) GENERAL
Section 181.18 - applies to service insurance
corporations.

(2): NUMBER, SELECIION AND CLASSIFICA-
IION OF DIRECTORS. Section 611.51 (2)-and the
first sentence of s. 611.51 (5) apply to service
insurance corporations. Sections 181.20 and
181.21 apply to service insurance corporations
except as modified by ss. 613.53and 613.54.

(3) Insipe DIRECTORS. Employes and repre-
sentatives of a service insurance corporation may
not constitute amajority of its board.

(4)  UNLAWFUL DELEGATION. The board

shall manage the business and affairs of the

corporation .and may not delegate its power or
résponsibility to do so, except to the extent
authorized by ss. 181.25(2) and 613.56.

(5) QUORUM OF DIRECTORS. Section 181.22
applies to service insurance corporations, except
as modified bys. 613.60.
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..-(6) BOOKS .AND RECORDS.. Section 181.27
applies to service insurance corporations.

(7) PLACE AND NOTICE OF -DIRECTORS’
MEETINGS Section- 181.24 apphes to service

insurance corporations. .
History: 1975¢.223.

613.52 Offlcers. (1) -GENERAL. Section
181.25 applies to service insurance corporations,
asmodified bys. 613.12 (3). .
(2) ‘REMOVAL. Section 181.26 apphes to
service insurance cor poratlons .
75 23

613.53 Polleyholder/or pub‘llcme'mb’ers of
board of directors. The articles may provide
that any number of the directors shall be chosen
from among the policyholders;. the . general
public or both, under a plan designed to assure
independent -directors ‘truly representing the
interests of policyholders or the public. interest.
- The persons to be named as directors under this
section shall be persons whose experience:and
existing- relationships . qualify them to- serve
responsibly and impartially as mdependent

policyholder or publicdirectors.
History: 1975 ¢, 223,

613 54 Supervlslon of management
changes. Section 611, 54 ‘applies to service

msurance corporatxons
Hlstory l975c 223

613. 55 Contlnulty of management in
emergencles. Section 611.55 apphes to service

lIlSIII ance corporatlons
Hlstory 1975¢. 223

613 56 Commlltees of dlrectors. (1) AP-
POINTMENT. If the articlés or bylaws of a
corporation so provide, the board by resolution
adopted by a majority of the full board may
de51gnate one or'more comnittees, each consist-
ing of 3 or more directors serving théreon‘at the
pleasure of the-board. The board may designate
one or more: directors as alternate members of
any:‘committee to substitute for-any .absent
member at any meeting:of the committee. The
designation of a committee and delegation of
authority to it shall not relieve the board or any
director of responsibility imposed by law.

."{(2) DELEGATION;MAJOR COMMITTEES. When
the board is notin session, a committee satisfying
all of the requirements for the composition of a
full board unders. 613.51 may exercise any of
the powers of the board in the management of the
business and affairs of the corporation, including
action under s. 611.60--asapplied ‘to.service
insurance corporatlons bys. 613.60, to the extent
authorizedin the resolution or in the ar ticles or
bylaws. .
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(3) DELEGAXION; ORDINARY COMMITIEES,
When the board is not in session, a committee not
satisfying the requirements of sub. (2) may
exercise the powers of the board in the
management of the business and affairs of the
corporation to the extent authorized. in.the
resolution or in. the articles or bylaws, except
action,in respect to:

(a) Compensatlon or mdemmfxcatlon of any
person.who is a director, principal officer or one
of the 3 most hlghly pa1d employes, and any
benefits or payments requiring member or
policyholder approval;

(b) Approval of any contract required to be
approved by the board under s. 611.60 as applied
to service insurance cor poratxons by $.613.60, or
of any other transaction in which a dir ector hasa
material interest adverse to the cor poration;

©(©) Amendment of the articles or bylaws;

() Merger or consolidation under s. 613.72,
conversion under's: 613, 75, voluntarydxssolutlon
under 8. 613.74 or ttansfer of business or assets
unders.613.78;

(€) Any other dec151on quulrmg member or
policyholder approval;  ~

(f) Amendment or repeal of .any .action
prevxously taken by the full board whlch by its
terms is not subject to amendment or repeal bya
committee;

(g)- Dividends or other dlstrlbutlons to
members' or policyholders, other than in the
routine implementation of policy determinations
of the full board;

““(h) Selection of principal officers; and

(i) Filling of vacancies on the board or any
committee created under sub. (1) except that
the articles or bylaws may provide for temporary
appointmients to-fill vacancies on the board or
any ‘committe¢, the appointménts to last' no
lénger thantheend of the next board meeting.

“(4) SUuBSEQUENT REVIEW. The full board or a
major committee of the board authorized-todoso
under -sub.:(2) -shall ‘specificilly review any
transaction in' which an officer has a ‘material
financial interest adverse to the corporation, at
the ‘next - meeting following action: ‘by any

ordinary committee. .-
Hlstoly 1975¢.223,421.

613.57 Interlocklng directorates and
other relationships. Section 611.57 applies to
service insurance corporations.

History: 1975¢.223

613.58  Policyholders’ committee. A serv-
ice ‘insurance corporation’s articles or bylaws
may provxde for a.policyholders’ committee, to
be. selected in a manner. that will make its
membership representative of the vmterests\of
policyholders. The policyholders’ committee
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shall at the corporation’s expense prepare an
annual report to be filed with the commissioner.
The corporation shall inform all policyholders of
the availability of the report in a manner
approved by the commissioner and shall send
copies of the report to policyholders upon their
request. A summary of the report prepared or
approved by the committee and not exceeding
2,000 words shall be included with any annual
report issued by the corporation to members or

policyholders.
History:1975¢.223

613.60 Transactions in which directors
and others are Interested. Section 611.60

applies toservice insurance corporations.
History: 1975¢.223

613.62 Directors’ llablilty and Indemnifi-
catlon. (1) LiaBILITY. Section 181.29 applies to
setvice insurance corporations.

(2) INDEMNIFICATION. Section 181.045 ap-
plies to service insurance corporations but no
indemnification may be made until at least 30
days after notice to the commissioner, containing
full details about the proposed indemnification. -

(3) INsURANCE, Notwithstanding the limita-
tions of subs. (1) and (2), a service insurance
corporation may arrange and pay for lawful
insurance on behalf of any person subject to subs.
(1) and (2) against any liability incurred by the
person in connection with service to the
corporation, whether or not the corporation

could lawfully indemnify the person.
History: 1975 ¢.223,421

613.63 Executlve‘compensatlon. (1) Es-
TABLISHMENT . .OF - COMPENSATION. Section
181.19 applies to service insurance corporations,
except asmodified by ss. 613.60 and sub. (2).
 (2) RESTRICTIONS. Sections 181.28 and
611.63 (3) to (5) apply to service 1nsurancc

corpor: ations.
History: 1975¢.223.

613.66 Exclusive agency contracts. (1)
GENERAL. Except under sub. (2), no-service
insurance corporation may- enter into any
contract whereby any person is granted the
exclusive right or privilege of soliciting, produc-
ing or receiving a fee or commission on all or
substantially all of the insurance business of the
corporation in this state.

(2) SussIDIARIES. Subsection (1) does not
apply to contracts in which a corporation is the
exclusive agent of its insurance subsidiary
authorlzed under s. 611.26 (1) as applied to
service insurance corporatxons bys. 613.26, orin
which the subsidiary is the exclusive agent of the

cor poratlon
History: 1975¢.223.

SERVICE INSURANCE CORPORATIONS 613.74

613.67 Management contracts. Section
611.67 applies to service insurance corporations.
History: 1975¢.223.

613.69 Dividends and other distributions.
(1) Stock AND DIVIDENDS. Section 181.28
applies to setvice insurance corporations.

(2) NOTICE 10 COMMISSIONER. No pay-
ments, other than the contractual compensation
for services rendered to policyholders or pay-
ments to policyholders, officers and employes in
the ordinary course of business, may be made to
the merabers until 30 days after the proposed
action has been reported to the commissioner.

History: 1975¢.223.

SUBCHAPTER V

REORGANIZATION OF
CORPORATIONS

613.72 Merger and consolidation of serv-
ice insurance corporations. (1) AUTHORIZA-
TION. Any 2 or more domestic service insurance
corporations may merge or consolidate, if they
provide services of the same or a related nature,
or if-the services complement one another or
there are other reasons that make it reasonable
for a single corporation to render both. A written
plan of merger or consolidation shall be
prepared, setting forth all the terms of the
proposed merger or consolidation and its effect
on policyholders and members of both corpora-
tions. The plan shall also contain the articles and
bylaws of the proposed new corporation.

{2) COMMISSIONER’S APPROVAL REQUIRED.
No proposed merger or consolidation plan under
this section may be submitted to the members
until the commissioner approves it.

(3) GROUNDS FOR DISAPPROVAL. The com-
missioner shall approve the plan unless the
commissioner finds, after a hearing, that it is
contrary to the law or to the interests of insureds
orof the public of this state.

(4) MEMBERS’ APPROVAL REQUIRED. The
plan must be approved separately by two-thirds
of the votes cast by the members of each
corporation included in the plan.

(5) AppLICATION OF CH. 181. Except as
otherwise provided in this section, ss. 181.42 and
181.48 apply toservice insurance corporations.

History: 1975¢.223,421

613.74 Voluntary dissolution of solvent
service Insurance corporations. (1) Gen-
ERAL. Sections 181.50 to 181.555 apply to
service insurance corporations, except as pro-
vided insubs. (2) to (4).

(2) PLAN OF DISSOLUTION. At least 60 days
prior to thé submission to members of any
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proposed voluntary dissolution of a service
insurance under s. 181.50 the plan shall be filed
with the commissioner. The commissioner may
require the submission of such additional
information as will establish the financial
condition of the corporation or other facts
relevant -to - the proposed dissolution. If the
members adopt the resolution to dissolve, the
commissioner shall, within 30 days after the
adoption of the resolution, begin to examine the
corporation. The commissioner shall approve the
dissolution unless the commissioner finds, aftera
hearing, that it is insolvent or may become
insolvent in the process of dissolution. Upon
approval, the corporation may dissolve under ss.
181.51 to 181.555, except that the last sentence
of s. 181.555 does not apply. Upon disapproval,
the commissioner shall petition the court for
liquidation or for rehabilitation under ch. 645.

{3) CONVERSION TO INVOLUNTARY LIQUIDA-
TION. The corporation may at any time during
the liquidation under ss. 181.51 to 181.555 apply
to the, commissioner to have the liquidation
continued under the commissioner’s supervision;
thereupon the commissioner shall apply to the
court for liquidation unders. 645.41 (10).

(4) REVOCATION OF VOLUNTARY DISSOLU-
110N. If the corporation revokes the voluntary
dissolution proceedings unders. 181.53.a copy of
the revocation of voluntary dissolution proceed-
ings shall be filed with the commissioner.

History: 1975¢.223,421. .

613.75 Converslon of a service insurance
corporation Into a stock or mutual insur-
ance corporation. (1) AUTHORIZATION.-Any
service inSurance corporation may be converted
intoan insurance corporationunder ch. 611upon
complying with the applicable provisions of that
chapter'and of sub: (2)

(2) APPROVAL BY PERSONS ENTITLED IO
voiE. The commissioner shall not issue an
organization permit under s. 611.13 (3) or a
certificate of authorlty under s. 611.22 (3)
unless the conversion has been approved by a
mail vote of at least two-thirds of those voting,
including an affirmative vote of at least half of
the members, or by a vote of atleast two-thirds of
themembers present or represented by proxy ata
spemal meetmg called forthat pur; pose. '

613.78 Transfer of business or assets. ( 1)
GENERAL. Section 181.49 .applies to service
insurance corporatxons except as modified by
~ subs. (2)and (3).

'(2) REPORT 10 COMMISSIONER. ‘Any actlon
by which a service insurance corporation
proposes to transfer to another person or to

3946

reinsure.any part of its insurance business, other
than in the normal and usual course of business,
or to sell, lease, exchange, mortgage, pledge or
otherwise dispose of or:encumber more. than
25% of -its assets, shall be reported to the
commissioner not less than 30 days in advance of
the proposed effective date. The commissioner
may defer the effective date for an additional
period not exceeding 30 days by written notice to
the corporation before expiration of-the initial
30-day period. -

(3) DisapprovAL. The commissioner may,
within the 30-day period or its extension under
sub. (2), prohibit the proposed-action if it is
contrary to law, the interests of insureds or the
public or if it will make possible the circumven-
tion of any of the requirements of ss. 613.72 to
613.75.

History: 1975¢.223

SUBCHAPTER VI
SUPPLEMENTARY PROVISIONS

613.80 Hospital service insurance corpo-
rations. (1) STATEMENT OF PURPOSE. This
subsection is a-guide to the interpretation and
application of sub. (2). Payment for adequate
health care services is a problem of great social
importance, with many ramifications. New and
better methods of payment for and delivery of
health care services are needed. It is hereby
stated to be the public policy of this state to
encourage the formation of nonprofit hospital
service insurance - corporations under this
chapter, on.an economically sound basis, in the
hope that they may ease the burden of payment
for hospital services and health care for large
numbers of the population, without any burden
on.the public treasury and free from the profit
motive. If such corporations can contribute to
the solution of such serious social and economic
problems, they merit the support of the state. It is
the policy of this state that such corporations
should develop without changing the status of
voluntary hospitals and that, by enabling many
citizens to procure adéquate hospital services for
themselves, they should leéave the hospitals more
able to provide subsidized services to those
unable to pay.

(2) AuTHORIZATION. Nonprofit hospital
service insurance corporations may be organized
under this. chapter to establish, maintain and
operate service plans toimplement sub. (1).

{3) CONTINUATION. Any co:poratlon exist-
ing under s, 182.032, 1973 stats., prior to May 5,
1976 is deemed to-have been organized under
thissection.” " ‘

History: 1975¢.223
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613.81 Taxexemption for hospital service
insurance corporations. Every nonprofit
service insurance corporation organized under s.
613.80 which does not pay any dividends,
benefits or pecuniary profits to any members or

directors is, except for purposes of the franchise -

tax measured by net income, a charitable and
benevolent corporation, and its-property and the
transfer of property toit by gift or inheritance, is
exempt from taxation as provided in ss. 70.11,

72.15andsubch. IVofch. 72.
History: 1975 ¢. 223

613.90 Vicarlous Hability. No member of or
other provider for a service insurance corpora-
tion is liable, solely by virtue of a relationship

SERVICE INSURANCE CORPORATIONS 613.92

with the corporation or of the providers’
contract, for any act, omission or default of the
corporation or of any other member of or

provider for the corporation.
History: 1975¢. 223,421

"613.92 Administrative agent. Service insur-

ance corporations organized pursuant to the
authorization - under . ss. 148.03, 447.13 and
613.80 may act as administrative agent for a
government instrumentality. performing an in-

surance, public assistanceor related function. -
History:1975¢.223.
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