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CHAPTER 612
TOWN MUTUALS

612.01 Purposesscope, interpretation and definitions. 612.24 Transfer of business.
612.02 Organization of town mutuals. 612.25 Voluntary dissolution of town mutuals.
612.03 General powers andfett of unauthorized corporate acts. 612.31 Authorized business.
612.04 Amendments of articles, bylaws and business plan. 612.32 Territory.
612.10 Membership. 612.33 Reinsurance.
612.11 Meetings of members. 612.34 Rates.
612.12 Voting rights of members. 612.35 Borrowing and repayment.
612.13 Directors and dfcers. 612.36 Investments.
612.14 Reports. 612.51 Contract forms.
612.15 Supervision of management changes. 612.52 Undertaking to pay premiums and assessments.
612.16 Exclusive agency and management contracts. 612.53 Loss adjustment.
612.18 Transactionsvith afiliates and in which directors armthers are inter 612.54 Assessments.
ested. 612.61 Licensing of agents.

612.21 Mergerof town mutuals. 612.70 Waiver of notice and informal action.
612.22 Merger of town mutuals into mutual insurance corporations. 612.71 Organization of reinsurance corporations.
612.23 Conversion of town mutuals into mutual insurance corporations. 612.81 Register of deeds.

Cross-reference: See definitions in s600.03 610.01and628.02 (e) The number of directors and the manner of their selection

NOTE: Chap. 22, laws of 1973, which eated this chapter of the statutes, con ; ; ; ; ina-
tains notes explaining the evision. andof their _replacement if there_are interim vacancies;
(f) The titles of the dicers, their terms of dfce and the man

612.01 Purposes, scope, interpretation and defini - nerin which they are to be selected,;

tions. (1) Purposts. The purposes of this chapter are: (g) The procedures and quorum requirements for the annual
(a) To preserve and encourage cooperative low—cost-insandspecial meetings and the voting rights of the members;

ance; (h) The general conditions and procedures for levying assess

(b) To establish a framework iwhich mutuality in its true ments;and
sensecan be preserved, and small mutual corporations can be kepfi) The procedures for amending the articles and for adopting

viable; andamending bylaws.
(c) To preserve and strengthen the intereshefmembers in (3) MopEL ARTICLES. The commissioner shall promulgate
andtheir control of town mutuals; modelarticles of incorporation which may be udgdany town

(d) To enable town mutuals to satisfy as many of the essenfiétual. _
insuranceneeds of their members as is consistent with the other(4) APPLICATIONFORCERTIFICATEOF AUTHORITY. The incorpe
objectivesof chs.600to 646, and ratingmembers shall file with the commissioner an application for

(e) To provide financialguaranties sfitient to ensure the acertificateof authority which shall be signed by or on behalf of
solidity of town mutualsand to encourage them to maintain-adeachincorporating member and shall include or have attached:

guatesurpluses. (@) The names and addresses of all incorporating members
(2) ScopE. Except amtherwise provided, this chapter appliegnd,for the preceding 10 years, the names, all addresses and all
to all corporations @anized under this chapter occupationf all proposed directors andfioers;

(3) INTERPRETATION. Whenever a section of dbil1is applied (b) The proposed articles which shall be signed by each-incor
to town mutuals byhis chapterthe portion to be applied is thatPoratingmembeyand the proposed bylaws;
portion applicable to a mutual under @11 (c) The afidavit of 2 incorporating members stating tkizy

(4) APPLICABLE DEFINITIONS. The definitions in ss181.0103 are personally acquainted with all incorporating members and
(3) and(18), 600.03and610.01 (1) (2) and(4) apply to town Knowthem to be owners of propewgscribed under sufd) and

mutuals. to be the signers of the application and the articles;
History: 1973 c. 221977 c. 3391979 c. 89102, 177, 1983 a. 18%.329 (22) (d) All agreements relating to the corporation to which any
1983a. 2151985 a. 1891997 a. 79 incorporatingmember or any proposed director afficer is a
party;

612.02 Organization of town mutuals. ~ (1) INCORPORAF (e) The amount ansources of the funds available foganiza-

ING MEMBERS. A town mutual may berganized by 100 or more _. A
; : tion expenses and the proposed arrangements for reimbursement
adultnatural persons each of whom ovemsinterest in a separate ¢ incorporating members;

insurable risk in the territory described in s(#).(c), and each of . . ! .
whom agrees to insure thosisks in the town mutual, at least () The proposed compensation of directors afiders;

againstdamage by fire. (9) The plan for conducting the insurance business including:
(2) ARTICLES OF INCORPORATION. The articles shall state: 1. The types of insurance to be written;
(a) The name of the corporatisvhich shall contain the words 2. The policy forms to be used initially;
“Town Mutual”; 3. The proposed methods for soliciting members;
(b) The address of the principaffio, which may be desig 4. _The_ proposed methodtsr establishing premium rates and
natedas the residence or businesficefof the holder of a speci classificationdor assessments; and
fied corporate dfce; 5. Any proposed reinsurance arrangements; and

(c) The territory within which the corporation plans to operate (i) Such other relevant documents or information as the com
which may not exceed 8 contiguous counties, except that the canissionerreasonably requires.

missionemay authorize a broader territory aggregatingnooe (5) INITIAL SURPLUS. (a) Requirement. The incorporating

than16 contiguous counties; membersshall pay in or procure an initial surplus in an amount at
(d) The types of insurance to be written which shall conforteastas lage as that specified by the commission&he amount

t0 s.612.3% specifiedby the commissioner shall be §cient to permit the
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town mutual to commence business and to pratectmembers in shall exercise voting rights or how such multiple policyholders
caseinitial losses are unexpectedly high, but may not be less thaay divide voting rights among them.
$1OQ,OOOnor morg thqn $200,000. '.I'he'surplus may be provided (2) MORTGAGEE NOT A MEMBER. A person having rights
by gifts or by contribution notes bearing interest at a rate approv@@rely by reason of a mortgagee clause includeat iattached to
by the commissioner and repayable under (oar apolicy does not thereby become a member
(b) Factors determining amount of initizéquired surplus.In History: 1973 c. 221979 c. 10%.236 (13)
determiningthe amount of initial required surplus, the commis )
sionershall consider allactors relevant to the financial needs 0612.11 Meetings of members. (1) PLACE OFMEETINGS. All
the corporationjncluding the matters specified in s@) (e)and Meetingsof members shall be held within the territorial limits of
(9), the number of incorporating members, the nature of théfletown mutual, except under&12.21 (4)
propertiesand financial position and the general econositica (2) NoTice oF MEETING. (&) Annual meeting.Notice of the
tion. time and place of the annual meeting shall be given to each mem
(c) Repayment of contribution notelio payment on principal berby printing it conspicuously on each policy or in any other rea
or interest on contribution notes may be made without approvasénablemanner that the commissioner approves. A chamge
the commissioner The commissioner shall approve if after paytime or place may be madey the board of directors by giving
mentthere willremain surplus in an amount fitient for the con  noticeat least 10 days prior the original date and 30 days prior
tinuing needs of theorporation and to satisfy all other requireto the new date.

mentsof the law (b) Special meetingsNotice ofspecial meetings shall be given
(6) CERTIFICATE OF AUTHORITY. Thecommissioner shall issue {0 members at least 30 days prior to the date of the meeting, and
a certificate of authority if he or she: shall statethe proposed business to be brought before the meeting.
(@) Finds that all requirements of law have been met; (3) COMMISSIONER'S RIGHT TO ATTEND. The commissioner

may attend any meeting of members.

(b) Is satisfied that the proposed directors afidess aretrust mHistory: 1973 ¢, 221997 & 79

worthy and individually competent for the tasks assigned the

andthat collectively they havihe competence and experience tg1- 1 Voting rights of members. (1) MATTERS SUBJECT

administerthe afairs of the proposed town mutual; ~_TovoTe. Members of town mutuals shall have right to vote on
(c) Is satisfied that the total amount initially at risk and its dishe following matters:

tribution permit a sound insurance operation; and (a) Election of directors;

(d) Is satisfied that the business plan is consistent tivith (b) Amendment of articles;

interestsof the members and of the public. (c) Memer, transfer of business under6d.2.24 conversion
(7) CoNTENTS OF CERTIFICATE. The certificate of authority andvquntary'dissqution; '

tsr?: 2LS|P ?Sgéhiitggt&)r:ggrz%gypes of insurance authodped (d) Any decision by the town mutual to transact insurance for
P q 7o . which reinsurance is required under6d.2.33(2), unless such
(8) EFFECTOFCERTIFICATE. Upon issuance o_f the certificate ofinsyrancds totally reinsured; and
authority,the town mutual shall have legal existence.

History: 1973 c. 221979 c. 105,114, 236 (5) (7); 1985 a. 189 (e) Other matters specified in the articles or bylaws.

(2) SPECIALNOTICESAND MAJORITIES. No resolution on any of
612.03 General powers and effect of unauthorized cor - thematters specified in sufi) (c)or(d) is efective unless notice
porate acts. Sectionsl81.0302 (intro.)(1)to(8), (11)to(13), ©f the matter has been given as required for a spewating
(18) and(19) and181.0304apply to town mutuals, except that-ref unders. 612.11 (2) (b) nor unless it is approved by at least 25
erencego “attorney general” shall be read as “commissionerMembersand by two-thirds of the members voting on the resolu
Section181.0302 (7)s subject to $612.35 tion.
History: 1973 c. 221979 c. 10; 1983 a. 1921987 a. 131997 a. 79 (3) NomINATING PROCEDURES. The articles or bylaws may pro
vide for nominating committees, and for their procedures. Nomi
612.04 Amendments of articles, bylaws and business  nationsfrom the floor may not be excluded.
plan. (1) RIGHT TO AMEND ARTICLES AND MAKE AND AMEND (4) VoTING PROCEDURES. (a) Allocation of votes. Except
BYLAWS. Sectionsi81.0207and181.1001apply to town mutuals. ynders.612.10 (1) each member is entitled to one vote. No per
A town mutual may makend amend bylaws as provided by thgonmayhave more than one vote regardless of the number of poli
articlesor, in the absence of any such provision, in the same mafesissued to that person.

neras the articles may be made or amended. (b) Proxies. No member may vote by praxy

(2) ApPROVALREQUIRED. No change in the articles or bylaws (¢) Majl voting. The articles or bylaws may provide that votes
orin the business plaa efective until approved by the commis 4y he cast bynail, and may prescribe the voting procedure. If
sioner,nor may a town mutual depart fromfissiness plan except,oting by mail is authorized, a ballot shhb sent to each member
with the commissionés approval. No change may be madgy|east 30 days before the meeting at which the decision is to be
inconsistenwith s.612.02 (2) Sectiorl81.1008applies to town made,setting out theexact question to be voted upon. A vote
mutuals. o signedby a member and delivered before the meeting in accord

(3) GROUNDS FOR DISAPPROVAL. The commissioner shall ance withthe prescribed voting procedure is equivalent to a vote
approvethe change unless he or she finds, after a hearing, thattthe meeting. Nguestion on which there is voting by mail may

would be: beamended in any way at the meeting.
(a) Contrary to |aw; or History: 1973 c. 221991 a. 3161997 a. 79
(b) Inconsistent with the interests of the members or gfibe

612.13 Directors and officers. (1) NUMBER AND CLASSIFK
caTioN. Town mutuals shall have at least 5 directors divided into
3 classes as nearly equal in size as possible.

612.10 Membership. (1) CREATION AND DURATION OF MEM- (2) ELECTION. At each annual meeting one cladslirectors
BERSHIP. Each policyholder is a member of the town mutual arihallbe elected by and from among the members term of 3
hasall the rights and duties of a member during the time his or Y&&ars.

policy is in efect. The articles or bylaws may establish rules (3) Duties. The board shall manage the businessadiaits
determiningwhich of multiple policyholders on the same policyof the corporation and shall not delegate its power or respensibil

lic.
History: 1973 c. 221977 c. 2031979 c. 102s.115, 236 (5) 1997 a. 79
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ity to any person except as specifically provided otherwise in thimbersor of the public are endangered, the commissioner shall
chapter. by order remove the director orfiokr.

(4) ApJusTMENT coMMITTEE. The directors shall annually  (4) CHANGESOF PLACE OF OFFICE. If the articles designatae
appointfrom their own numbean adjustment committee of atresidenceor business address of a specified corpordieeofas
least3 persons, to adjust or supervise the adjustmehisses theplace of the principal Gte of the town mutual, any change of
unders.612.53 suchaddress shall be reported promptly to the commissioner

(5) DIRECTORS' LIABILITY AND INDEMNIFICATION. Directors ~ History: 1973 ¢. 221979 c. 891979 c. 105.236 (13) 1991 a. 316
who wilfully neglect or refuse for 30 days to perform their dutie
under s612.54shall be jointly and severally liabte any person
sustainingloss by their nonfeasance. Sectiil.62applies to
town mutuals.

(6) RemovaL. (a) Directors. A director may be removed from612.18 Transactions with affiliates and in which direc -
office for cause by an fifmative vote of a majority of the full tors and others are interested.  Section$11.60and611.61
boardat a meeting of the board called for that purpose. The vaieply to town mutuals.
of two-thirds of the membersf the town mutual present at a History: 1973 c. 221979 c. 102

meetingcalled for the purpose magmove a director from fie
with or without cause. 612.21 Merger of town mutuals. (1) CONDITIONS FOR

(b) Officers. Sectionsl81.0843and181.0844apply to town MERGER. Two Or more town m_utuals auth.ofi.zed to operate .i” all
mutuals. or part of the same or in contiguous territories not exceeding 16
History: 1973 c. 221997 a. 79 countiesaltogether may mge into one of the constituent town

mutuals,or into a new town mutual, undére procedure provided

612.14 Reports. The secretary and the treasurer shall presdfithis section.

to the annual meeting written reports showing the conditigheof ~ (2) PLAN OF MERGER. The board of each participating town
town mutual on the previous December 31 and its activity durifigutualshall adopt the same plan of iger by resolution stating:

812.16 Exclusive agency and management contracts.
Sections$11.66and611.67apply to town mutuals.
History: 1973 c. 22

the preceding calendar yeancluding: (a) The reasons for and the purposes of the proposed action;
(1) Thenumber of policies issued andfarce by line of insur (b) The proposed terms, conditions and procedures for and
ance; estimatedexpenses of implementing the mer;
(2) Theaggregate amount insured by line of insurance; (c) The proposed name of tearviving or new town mutual
(3) The amount of cash and other assets on hand; andthe location of its principal G€e; and
(4) Theamountreceived during the year from premiums, and (d) The proposed articles and bylaws for the survivingeov
the reserve for unearned premiums; town mutual.

(5) The amounts received from each separate assessment; (3) APPROVAL BY commIsSIONER. Each of the participating
(6) The amounts assessed but not collected: town mutuals shall file with the commissioner for approval a copy

" of the resolution and any explanatory statement proposed to be
(7) The amounts received from other sources; issuedto the members, together with so much of the information
(8) The amounts paid for losses; unders.612.02 (4)for the surviving or new town mutual as the
(9) A detailed list of every item of expense, except that tt@mmissionerreasonably requires. The commissioner shall

reportmay summarize the expenses, if they are audited by a c@provethe plan unless he or she finds, after a hearing, that it

mittee of members or by an independent pers#ora manner Wwould be contrary to the lavor that the survivingr new town
approvedby the commissioner; mutual would not satisfy theequirements for a certificate of

(10) The amount of losses incurred but not paid; authorityunder s612.02 (6) or that the plan would be contrary

(11) Any other outstanding liabilities, including debit bal 0 tze |2terests of insureds Or:f]; ths publlc. d by th®
anceswith spread loss ganizations or other reinsurers; and . (4) APPROVALBY MEMBERS. After being approved by treom
missionerunder sub(3), the plan shall be submitted for approval

(12) Any other information required to be presented by thg the members of eagarticipating town mutual in a special joint

arit_liples_or g)yslawzszor by the commissioner meetingto be held within the territorial limits of one of the partici
Istory: 1973 c. pating town mutuals. The members of each town mutual shall
vote separately

612.15 Supervision of management changes. Q) 6) R Each L
ELecTioNns. (a) Report. The name and residence of each person (6) REPORTS TO COMMISSIONER. Each participating town
selected as a director offior of a town mutual, and sugertr mutualshall file with the commissioner a copy of the resolution

nentbiographicaidata and financial information as the commisadoptedunder sub(4), stating the number of members entitled to

sionermay reasonably require by rule, shall be reportetheo vote, the number of members voting and the number of votes cast
commissioneimmediately after the seléction in favor of the plan, statingeparately in each case the mail votes

. o . andthe votes cast in person.

(b) Disapproval. The commissionemafter a hearing called 7 C If th . ts of the |
within 30 days after receipt of a report under. @ may disap (7) EET'F'CATEQFAUTHORE\GI rihe requw_ef_men S? ﬁ aw
prove any person selected who for any reasonnqualified to e;]remet,.t 1€ commlssmnelr ST"’L ISsue a Cﬁrt' icate of authority to
serve,who is not trustworthy owho lacks the competence andh€ SUrviving town mutual. Thereupon the nonsurviving town

: : h e mutualsshall cease their legal existence. The surviving town
experiencenecessary to discfg his or her responsibilities. mutualshall have all the assets and be liable foofalhe obliga
(2) ReporTOFREMOVAL. Whenever the board or a member ions of each of the participating town mutuals.

meetingremoves a director orfafer unders.612.13 (6)or other  History: 1973 c. 221979 c. 1021985 a. 1891991 a. 3161997 a. 79

wise before the expiration of his or her term, the board shall

promptly report to the commissioner the removal and a stateméi.22 Merger of town mutuals into mutual insurance

of the reasons therefor corporations. (1) CONDITIONSFORMERGER. One or more town
(3) REMOVAL BY COMMISSIONER. If the commissioner finds, Mutualsmay mege with a single domestic mutual under @hl

aftera hearing, that a director offioér is for any reason unquali Thesurviving corporation shall be a mutual under@i

fied to serve, is incompetent or untrustwortbyhas wilfully vie (2) PLaN oFMERGER. The board of each participating corpora

lated chs600t0 646, a rule promulgated underg01.41 (3)or an tion shall adopt the same plan of gerunder s181.101 (2) by

orderissued under €01.41 (4) and that thereby the interests ofesolutionstating:
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(@) The reasons for and the purposes of the proposed actistatingseparately in each case the mail votes and the votes cast in
(b) The proposed terms, conditions and procedures for apRIson.Any election of directors under suft) shall also be

estimatecexpenses of implementing the mer, reportedto the commissioner
(c) The proposed name of the surviving or new corporation and(6) CERTIFICATE OF AUTHORITY. If the requirements of the law
thelocation of its principal dice; and aremet, the commissioner shall issue a certificate of authority to
(d) The proposed articles and bylaws for the survivingeww the new mutual. Thereupon the nonsurviving town mutuals shall
corporation. ceasetheir legal existence, the corporate existence of any new

... mutualshall begin, and the directors elected under @)tshall
(3) APPROVAL BY COMMISSIONER. Each of the participating ; ' X
corporationsshall file with the commissioner for approval a copy2keoffice. The new mutual shall have all the assets ariditie

5, all of the obligationsf each of the participating town mutuals.

of the resolution and any explanatory material proposed to i od di ‘
issuedto the members, together with so much of the informatigr ¢ cOMMIssioner may grant a period not exceeding one year for

e{;\djustmenlto the requirements of cB1l, specifying the extent
o which particular provisions of cl811 shall not apply
lt-1istory: 1973 ¢. 221979 c. 102

unders. 611.13 (2)for the surviving or new corporation as th
commissionerreasonably requires.The commissioner shall
approvethe plan unless he or she finds, after a hearing, that i
would be contrary to the laver that the surviving or new corpera 612 24 Transfer of business. (1) APPROVALBY MEMBERS.
tion would not satisfithe requirements for a certificate of authorng action by which a town mutugroposes to transfer to another
ity under s611.2Q or that the plan would be contrary to the inteferson or to reinsure any part of its insurance business, other than
estof insureds or of the public. in the normal and usual course of business, or to sell, lease,
(4) APPROVAL BY MEMBERS OF THE TOWN MUTUALS. After exchangemortgage, pledge or otherwise dispose of all or sub
beingapproved by theommissioner under suf®), the plan shall stantiallyall of its assets, isfetctive unless approved by the mem
be submitted to the members of the participating town mutuals fasrs.
their approval. The members of each town mutual shallsepea (2) REPORTTO COMMISSIONER. The town mutual shall file with
rately. the commissioner a copy @fny resolution under sufl) not less
(6) RepORTs TO coMMISSIONER. Each participating town than30 days in advance of the date of the action proposed to be
mutualshall file with the commissioner a copy of the resolutiotaken under the resolution, with a statement of the number of
adoptedunder sub(4), stating the number of members entitled tthembersentitled to vote, the number of members voting and the
vote, the number of members voting and the number of votes gashbervoting to approvethe transferstating separately mail
in favor of the plan, statingeparately in each case the mail votegotesand votes cast in persoffthe commissioner may defer the
andthe votes cast in person. effective date for an additional period not exceeding 30 days by
(7) CeRTIFICATE OF AUTHORITY. If the requirements of the law written notice to the town mutual before the expiration of the ini
aremet, the commissioner shall issue a certificate of authoritytial 30—day period.
the surviving mutual. Thereupon the nonsurviving corporations (3) DisapprovaL. The commissioner mawithin the 30—-day
shallcease their legal existence. The surviving mutual BaaB periodor its extension, prohibit the proposed action if it is contrary
all the assets and be liable for all of #i#igations of each of the to law or to theinterests of insureds or the public or if it will make
participatingcorporations. possible the circumvention of any of the requirements ofGls.
History: 1973 c. 221979 c. 1021991 a. 3161997 a. 79 to646.The commissioner shall prohibit a transfer of all or substan
tially all of the businessnless it is accompanied by a plan forvol

untarydissolution under $12.25
History: 1973 c. 221977 c. 20%.103 1979 c. 89

612.23 Conversion of town mutuals into mutual insur -
ance corporations. One or more town mutuals may ben
vertedinto a single mutual insurance corporation unde6th,
asfollows: 612.25 Voluntary dissolution of town mutuals. A town
(1) ConversionpLAN. The board of each participating townmutualmay be dissolved in the following way:
mutualshall adopt theame plan of conversion by resolution-stat (1) PLan For bissoLuTioN. The board shall adopt a plan for
Ing: _dissolutionstating:
(a) The reasons for and the purposes of the proposed actiona) The reasons for the proposed action;

(b) The proposed terms, conditions and procedures for andy) The proposed terms, conditions and procedures for and

estimatedexpenses of implementing the conversion; estimatedexpenses of implementing the dissolution; and
(c) The proposed name of the corporation; and (c) The financial condition of the town mutual, in such detail
(d) The proposed articles and bylaws. asthe commissioner reasonably requires.

(2) APPROVALBY COMMISSIONER. The town mutuals shall file  (2) SuemissionTo commissionEr. The town mutual shall file
with the commissionefor approval the plan together with sowith the commissioner thplan and any explanatory statement
muchof the information under §11.13 (2)as the commissioner proposedto be issued to thmembers. The commissioner may
reasonablyrequires. The commissioner shall approve the plasquirethat any additional information reasonably necestary
unlessthe commissioner finds, after a hearing, that it would khablethe memberto make a decision be added to the proposed
contraryto the law that the new mutual would not satisfy theaxplanatorystatement.
requirementdor a certificate of authority under&11.200or that (3) APPROVALBY MEMBERSAND COMMISSIONER. The plan shall
the plan would becontrary to the interests of insureds or of thfhereuporbe submitted to the members. If the members adopt the
public. plan,the corporation shall filevith the commissioner for approval

(3) APPrROVALBY MEMBERS. After being approved by th®m  a copy of the resolutionf the members, stating the number of
missioner,the plan shall be submitted to the members of eagiembersentitled to vote, the number of members voting and the
town mutual for their approval. numberof votes cast in favor of the plan, stating separately the

(4) ELecTION OF DIRECTORS. A plan of conversion shall cen mail votes and the votes cast in person. The commissioner shall
tain a provision for prompt election of directors if the pgoes approvethe plan unless he or she finds, after a hearing, that the
into effect. If theplan is approved by the members of each townwn mutual is insolvent or may become insolvienthe process
mutual, directors shall be elected promptly of dissolutionunless it makes an assessment. If an assessment

(5) REPORTSTO COMMISSIONER. Each town mutual shall file would be required, the commissioner shall institute proceedings
with the commissioner eopy of the resolution adopted under suinders.645.41 (10)

(3), stating thenumber of members entitled to vote, the number of (4) IMPLEMENTATION OF PLAN. When the plan has been com
membersvoting and the number of votes cast in faobthe plan, pletely implemented, that fact shall be reported to the commis
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sionerandthe commissioner shall certify that the town mutual no (i) Fidelity or surety insurance;
longerhas a legal existence. (i) Credit insurance;

(5) CONVERSIONTO CH. 645LIQUIDATION. If it appears at any (k) Mortgage guaranty insurance;
time that the approved dissolution plan cannot be implemented(l_) Title insurance:

accordingto its terms, or that there are grounds for involuntary liq A . . d
uidation,the commissioner may petition unde645.41for liqui- (m) Assuming reinsurance, except under 6jp.or

dationof the town mutual. (n) Loss, damage or liability caused by nuclear reaction or
History: 1973 c. 221979 c. 10s.120, 236 (6) nuclearradiation or radioactive contamination, whether directly
or indirectly resulting from an insured peril under the policy
612.31 Authorized business. (1) PROPERTY INSURANCE. (5) WRITING OF PROPORTIONALINSURANCE. TWO Or more town

(a) General. Subject to other provisions of this sectiomp@n mutualsmay together write an insurance polisith each town
mutual may insure anember against loss or damage from anyutualseverally assuming a proportional share of the total eover
causeto any property in which the member has an interest.  age, if except forterritorial limitations each participating town
(b) Extensions.1. Insuranceuthorized under paga) may mutual has the power to write risks of the kind covered in the
include insurance against loss of use of or loss of income frgpelicy. One of the town mutuals that satisfile territorial rules
propertyincluding interruption of business activity causeddsg of s.612.32shall be designated by the policy as the originating

or damage to the property insurerresponsible for collecting the premiuiarsd adjusting the
2. Insurance authorized under p@) may includereplace losseson behalf ofall participants. The policyholder shall be
mentcost coverage. liable to assessments in each insurer but shall have voting rights

only in the originating insurerEach policy shaltontain a provi

hail insurance. 1. No town mutuahay insure a member againston 2dvising the policyholder that there are other participating

lossto growing crops by windstorm or hail insurersand of his or her right to obtain their names, addresses and
’ extentof their participation. Proportional insurance under this

2. No town mutual may insure a member against 0SS e profyhsectioris not reinsurance undsub.(4) (m)or s.612.33 (1)

erty by windstorm or hail unless approval of the members is
obtainedunder s612.12 (6) ASSUMING REINSURANCE. One town mutual may assume

reinsurancdrom another if:

3. Atown mutual insuring a member against loss to property o . .
by windstorm or hail must obtain reinsurance urgléa2.33 (2) (&) The commissioner approves the assuming reinsurer as one

@) qualifiedto assume reinsurance;

(b) Burglary and plate glass.A town mutual may insure a (b) The commissioner approves the reinsurance contract in

memberagainst loss of property by Iglary or theft or against the 2dvance; _ _ _
breakageof glass whether in a specified location or in transit but () The portion ofthe insurance contract assumed is, apart

may do so only as a coverage supplemental to fire and extendl@n territorial limitations, within the insuringuthority of the
coverageinsurance on the property reinsureras determined by this chapter and any rpfesnulgated

(c) Limitations by rule. The commissioner may by rulehereunderand o
excludeany insurance authorized under gahor(3) if he or she  (d) The ceding town mutual does not have voting rights in the
finds that it cannot beuccessfully transacted by town mutualgeinsurerbut pays the same advarmemiums and is subject to
without endangering the interests of insureds or the public. ~assessmertty the reinsurer on the same basis as members.

(3) NONPROPERTYINSURANCE. Subject to the voting require  (7) SPECIALREQUIREMENTS. The commissioner mags a con
mentof 5.612.12 (1) (d)and the reinsurance requirement of glition for transactingspecified types of business, establish by rule
612.33(2), a town mutual may include any of the following aspecialrequirementgoncerning minimum surplus, the minimum
supplementargoverage t@roperty insurance written under subnumber of members or insured risks, the operattegitory,

(1): requiredreinsurance, and approval by a specified percentage of

(a) Liability insurance. Insurance against loss or damage fdf'¢ members, so far as such requirementsiacessary to protect
which the insured is liable caused by the sickness, personal inj#§ interests of insureds and the public. _
or death of any other person or by loss or damage to the propegisro?;, 51_%703(%)?21975 C. 14%.54, 1975 ¢. 3721979 ¢. 103.236 (5) (13);
of the other person.

(b) Errors and omissionsinsurance against loss, expense argtL2.32 Territory. No town mutual may insure any risks
liability resulting from errors, omissios neglect in the perfer locatedoutside the territory authorized in its articles, except:
manceof any oficial, vocational omprofessional service, except (1) REAL PROPERTYOUTSIDE TERRITORY. Town mutuals may
lossor damage covered by péa). insure real property and contents in villagesl cities partially

(c) Medical payments and other supplemental insurancgcatedin the specified territoryeal property and contents owned
Insuranceagainst loss, damage and expense, includingdbsspy a member immediately adjoining am@ntiguous to land
time, arising out of bodily injury to, or sickness, disease or deaivnedby the same member which is within the specified territory
of the insured or another person, caused by accident, for thgichand real property and contents used exclusively by the member
insurerassumes an obligation to pay irrespective of the membesindhis or her family for recreational purposes.

legalliability therefor (2) TEMPORARYREMOVAL. (a) Farm property. A town mutual
(4) ExcLupED BUSINESS. Town mutuals may ndtansacthe may provide coverage for livestock, farm products, farm machin

(2) LIMITATIONS ON PROPERTYINSURANCE. (&) Windstorm and

following insurance business: ery and farm vehicles while temporarily located, for a period not
(a) Life insurance and annuities; exceedings months, outside its territqryubject to limitations in
(b) Disability insurance except under s(®). (a)and(c); the policy or in the articles or bylaws with respect to the distance

from the territory to which the property may be removed without
suspensiomf the coverage.

(b) Household poperty. A town mutuaimay provide coverage
for household goods andefts and other personal property while

(c) Liability insurance except under siB) (a)and(b);
(d) Automobile liability insurance except under s{8).(a)
(e) Wbrker’s compensation insurance;

(f) Elevator liability or steam boiler liability insurance; temporarily removed from the location stated in the pglicy

(g) Ocean marine insurance; whetherwithin or outside the town mutualterritory

(h) Inland marine insurance except as a supplementary-cover(3) NONPROPERTYCOVERAGE. A town mutual may write nen
ageto property in a fixed location insured under gab. propertyinsurance under 612.31 (3)without regard to its territo
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rial limits provided the coverage is included in a policy providing (3) MANDATORY ADVANCE PREMIUMS. Notwithstandingnent
principally coverage under 612.31 (1)on property within its ter bers’ liability for subsequent assessments undéi.2.54 town
ritory. mutualsshall chage advance premiums expected to be adequate

(4) PROPORTIONALINSURANCE AND REINSURANCE. Nothing in ~ for any insurance for which they must obtegmsurance under s.
this section prevents a town mutual from participation in propo12.33(2) (b)

tional insurance or reinsurance unde6%2.31 (5)or (6). History: 1973 c. 221979 c. 10.236 (5)
History: 1973 c. 221979 c. 10%.236 (13) 1979 ¢.1105s.60 (11); 1979 c. 355 .
1981c. 218 1985 a. 189 612.35 Borrowing and repayment. A town mutual may

borrow money to pay losses or expenses, but before obtaining a

612.33 Reinsurance. (1) PERMITTED AND PROHIBITEDREIN-  |oanwhich would bring its indebtedness, including debit balances
SURANCE. A town mutual maycede reinsurance only under sfrom reinsurance arrangements undé1£.33 (1)above 50% of
612.31(6), or to an insurer authorized to do business in this stai€assets including assessmeetded and collectible which are
unders.612.71or ch.6110r 618, or under arrangements whichnot overdue, it shall report the amount and purpose of the loan and
areapproved in advance by the commissioner and which are sgip outstandindoans and debit balances to the commissiofke
jectto the controls the commissioner prescribes. commissionemay thereupomrder the town mutual to levy an

(2) REQUIRED REINSURANCE. (a) Windstorm and hail insur assessmerib repay its indebtedness, establish a surplus, or both,
ance. If a town mutual provides coverage against windstorm within a reasonable time not less than 60 days after notice.
hail, or otherperils involving a similar potential for catastrophic History: 1973 c. 22
losseswhich are designated by the commissioner by rule, it shall
obtainreinsurance for each such risk or else stop-fEissurance 612.36 Investments. (1) GENERAL. Exceptas provided in
with an insurer authorized to do such business in this state, tsgh.(2), town mutuals are subject to &20 but shall be restricted
extentreasonably adequate to cover the risk of catastrophic losgegrovided in s620.03 (1)unless individually exempted by the
The commissioner may prescribe detailed requirementsufion  commissioneunder s620.03 (2) In applying the restrictions of
reinsurance by rule or by order ch.620all assets of town mutuals shall be treated they were

(b) Nonpoperty insurance To the extent that a town mutual'@quiredto satisfy the compulsory surplus requirement, except to
providesinsurance under 612.31 (3)it shall obtain reinsurance the extent that the commissioner by rule determines otherwise.
of at least a 90% proportional share of each risk with an insurer(2) ReaLESTATE. Sectior520.23 (1) (cHoes not apply to town
authorizedto do such business in this stafEhe commissioner mutuals. Except under $20.21 (2) no town mutual may own
may permit a town mutual to retain adar percentage ke or she realestate that in the aggregate exceeds, in value measured at cost,
finds that the interests of the members will not be endangeraademill on the dollar of the insurance in force.
thereby,or may require it to reinsure admr percentage if her History: 1973 c. 221977 c. 339
she finds that the interests of the members make it advisable. Legislative Council Note, 1977:Sub. (2) continues in fefct thatportion of s.

. . . . 201.24(2) that applies to town mutuals. [Bill 258-S]
(c) Information for policyholder Each policy providing cover

agereinsu_red under p4a) o_r(b) where the_reinsurance_i; specifig12.51  Contract forms. (1) APPROVALREQUIRED. NoO town
cally applicable to the policy shall contairckuse advising the \,,tyaimay use any policy form, including a rigendorsement
policyholderof the existence of the reinsurance and of his or hgf special clause, nor any application form, unless itteen
right to obtain the name and address of the reinsurer and the teXPSrovedby the commissionerThe commissioner shall approve
of the reinsurance. _ _ theform unless he or she finds:

(d) Contents ofginsurance contractEach required reinsur (a) That it is inequitable, unfairly discriminatomisleading,

ancecontract that is specifically applicable to particular diré¢feceptive,obscure or encourages misrepresentation, including
policiesshall contain the following provisions: caseswvhere the form:

1. That any claimant who could recover from the town mutual ; |5 misleading because its benefits are too restricted to
may, if the town mutual wouldbe unable to fully satisfy its finan achievethe purposes for which the policy is sold:
cial obligations to the claimant, recover from the town mutual, the ) . .
reinsureror both, and that the claimant may recover from the rein, 2 Contains provisions whose natural consequence is to
surerin the same way that he or she could recover from the to@ASCUreor lessen competition; _
mutual but only in the amount for which the reinsurer is liable 3. Is unnecessarily verbose or complex in language; or
accordingto the terms of the reinsurance contract; and 4. Is misleading, deceptive obscure because of such physi

2. Thatthere shall be no diminution in the amount recoverab#@! aspects as format, typograpisgyle, coloy material ororga-
from the reinsurer under subtl. as a result of any delinquencynization.
proceedinggertaining to the town mutual, nor as a result of a (b) That it provides benefits or contains other provisions that
breachof the reinsurance contract by the town mutual. would endanger the solidity of the insurer;

(e) Approval of einsurance contractEvery reinsurance cen  (c) That in the case of the policthough notof riders and
tractrequired under this subsection shall beadiorm approved endorsementst fails to provide the exactame of the insurer and
by the commissioner under 812.51 The commissioner shall the full address of its home fide; or

approvethe form unless he or she finds that it woulctbetrary (d) That it violates a statute or a rule promulgated by the com

to the law or to the interests of insureds or the public. missioneror is otherwise contrary to law
History: 1973 c. 221979 c. 10%s.121, 236 (5), (13);1979 c. 10s.60 (11); 1985 ' e .
a.189 (2) RuLes. The commissioner may by rule prescribe forms to
be used for policies, applications or for particular clauses.
612.34 Rates. (1) REGULATION OF ASSESSMENTS. Town (3) ARTICLESAND BYLAWS. The articles and bylaws shall be

mutualsneed not file information under cB25 aboutspecial attachedo or clearly incorporated by reference in every policy

assessmenisnless ordered to do so by rule or order of the-corgsuedby a town mutual. They may be incorporated by reference

missioner. only if each newmember is supplied a copy of them and each
(2) CuassiFicaTions. No classification plan for the purpose ofpolicy specifies how additional copies may be obtained.

determiningpremiums or assessment shares may be used unles§) LimiTED COVERAGE. Recovery as to any or éiéms of per

it has been approved by the commissioriene commissioner sonalproperty insured under a policy may be limited to a percent

shallapprove the plan unlese or she finds that it would be eon ageof the value at the time of the loss, by a clearly expressed state

trary to the lawincluding the standards of@25.11 or contrary mentto that eflect in that policy

to the interests of insureds or of the public. History: 1973 c. 221975 c. 3751979 c. 10%.236 (5)
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612.52 Undertaking to pay premiums and assess - alreadyincurred under the same policy or under a previous policy
ments. An applicant for insurance shalign an undertaking coveringthe sameroperty and the same insureds has remained
agreeingto pay the advance premiums for any insurance on thepaidin any part for 30 days afterié due, the loss shall not be
applicant’'sbehalf and any assessment which may be levied paidexcept to a mortgagee under a mortgagee clause that provides
accordancaevith the terms of the poligyhe articles, thbylaws, for payment despite policy defenses. The pddiesll also termi

the statutes, and the reasonable expenses of collecting the assreds after the loss. This paragraph shall apply to any assess
mentand any reasonable penalties for nonpayment. The undertalentsome parbf which is to cover incurred losses or expenses.
ing may provide that for such collection the applicant shall waive (c) Enforcement. An assessment shall constitute a personal
any exemptions otherwise applicable to the property covered blligation of each member and payment may be enforced by
the policy. appropriateaction.

History: 1973 ¢. 221979 c. 1021981 c. 218 (6) NOTICETOMORTGAGEE. If losses under any policy are pay
612.53 Loss adjustment. (1) RuLes. The commissioner 2Pl€ 0 a mortgagee despite default on an assessment and the
may promulgate rules for loss adjustment procedures. assessmerdn the policy is not paid within the time specified in

(2) ADMINISTRATION OF OATHSBY SECRETARY. The secretary of thenotice to the membgthe secretary shall, within 30 days after
. . o the expiration of such time, give like notite the mortgagee. If
atown mutual maywithout compensation, administer oaths an e
take acknowledgments necessary to adjust claims against ﬁ% mortgagee pays the assessment within 20 days from the date
town mutual of notice, the policy shall continue in force, as to the mortgagee’

Historv: 1973 c. 22 interestonly, until the expiration of its regular term, subject to-sub

y: c. . . o
sequentassessments of which the mortgagee is notified, and to

612.54 Assessments. (1) ConpITIONs FOR LEvyiNg ~ cancellationby either party
ASSESSMENTS. () Mandatory assessment$he board of a town ~ History: 1973 c. 221979 c. 103.236 (13) (21);1981 c. 218

mutualshall levy an assessment whenever the amount of any I8$5 7 | icensing of agents. Persons soliciting insurance
or expense that is due exceeds the assets or whenevegaimgd for town mutuals shall comply with 628.05

surplusis impaired. . History: 1973 c. 221975 c. 371
(b) Optional assessmentsThe board may at any time levy Legislative Council Note, 1975Present s. 612.61 is replaced by s. 628.05, which
assessmentss provided in the articles, for the purpose of payirjgpart of this act. The terms remain the saihé preserved only as a cross reference
r

. . . 628.05. [Bill 16-S
lossesor expenses, repaying borrowed money or creating-a a [Bi ]

sonablesurplus. 612.70 Waiver of notice and informal action.  Sections
(2) LIMITATIONS ONASSESSABILITY. The commissioner may by 181.0704181.0706181.0821and181.0823apply to town mutu
orderauthorize a town mutual to limit assessability of policies tals. Section181.0821applies to a committee of the board except
amultiple of the advance premium if thewn mutuals surplus thatreferences to “board” shall be read as “committee”.
and business practices satisflye commissioner of its solidity History: 1973 c. 221997 a. 79
evenwith the limited assessability L . .
(3) CuassIFicaTION. Assessments may be levied at the sania(i‘lz'71 Organization of reinsurance corporations.
rateon all members or according a classification plan approved,; ) TOWN MUTUAL REINSURANCECORPORATIONS. (a) Organiza-
- on. Fifteen or more town mutuals which together carry fire
unders.612.34 (2) Assessments not exceeding the annual pr. surancewith face amounts aqgreqating at least $200 million
mium of the terminated policy maglso be levied on personsI u : u ggregating i

whosemembership has terminated within 4 months befoee n;aggvrlm(t)ljglCrgmrs)byrg]r?c\évl(tzgrthc)erar\teigrleIL%g:rnttrS]iSLgp%térgg
assessmento pay losses incurred before the end of the month ﬁ ; -Orp p
ionsof this chapter relating to townutuals shall apply to the

termination of membership, to repay money borrowed to pay: - ; : >
thoselosses and to pay other expenses. b;qﬁgrggﬁgg{poratlon except as otherwise provided or implied

(4) NoTice. Notice of any assessment shall be sent by tmail (b) Terminati . . . .
X - . o ermination. Failure ofa corporation @anized under this
eachperson subjedo It, at least 30 days prior to the date itis P&Y%ectionor already in existence on May 24, 1973 to continue-com

able. The notice shall state: : . ; . oY
liancewith the requirements of i round for liquidation
(a) The rate of the assessment and the class of business or EH%JS_ 625?4? equirements of p&a)is a ground for liquidatio

erageto which it applies; (2) MEMBERSHIPPERMITTED. Any town mutual may applfor

(b) The reason for the assessment; membershipn any reinsurance corporatiorganized under this
(c) The amount to be paid by the individual person; section.

(d) The date on which the assessment is due; (3) AUTHORIZEDBUSINESS. A town mutual reinsurance corpo
(e) The person to whom payment is to be made; and ration oganized under sull) or already in existence may not do

(f) The consequences of failure to pay provided in sul§5). ~any business except reinsurance for town mutuals and business
(5) CONSEQUENCESOF DEFAULT. (a) Penalty. Every person incidentalthereto. It may only reinsure business requirebleto

who fails to pay his or her assessment within the time specified"@insuredunder s612.33 (2) (b)f it satisfies the requirements of

the notice under sub4) shall pay to the town mutual a penalty ofN: 611 for a corporation doing such business.

2% of the assessment for each week or hateof during which ~ History: 1973 ¢. 22

the assessment remains unpaid, until the accumulated penghy g1 Register of deeds. No town mutuaheed file any
equals100% of theassessment. Thereafter the amount of theoratedocuments with any register of deeds for corporation
assessmerand accumulated penalty shall bear interest at the IegﬁL or regulatory purposes. All such documents heldeljsters
rate. o _ of deeds on May 24, 1973, may be disposed of un&er43 (12)

(b) Termination of coverage.f, at the time of a loss, any (b).
assessmenany part of which is to cover losses or expensesHistory: 1973 c. 221995 a. 201
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