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CHAPTER 625
INSURANCE — RATE REGULATION

625.01 Constructionand purposes. 625.16 Loss ratios for certain disability policies.

625.02 Definitions. 625.21 Delaying efect of rates.

625.03 Scope of application. 625.22 Disapproval of rates.

625.04 Exemptions. 625.23 Special restrictions on individual insurers.
625.11 Rate standards. 625.31 Operation and control of rate servicganizations.
625.12 Rating methods. 625.32 Licensing.

625.13 Filing of rates and consent to rate. 625.33 Binding agreements by insurers.

625.14 Filings open to inspection. 625.34 Recording and reporting of experience.

625.15 Delegation of rate making and rate filing obligation.

Cross-reference: See definitions in s$00.03and628.02 (e) Group and blanket accident and sickness insurance other
thancredit accident and sickness insurance.

47) To the extent that c24is inconsistenwith this chapter

424 shall apply

625.01 Construction and purposes. (1) CONSTRUCTION.
This chapter shall be liberally construed to achieve the pu_rpoIE?I
statte(il_ln Sb“ti'(z)’tWh'.Ch dshall gonftltute an "’f"d and guide to inter” o ™ 1973 ¢ 31975 c. 14%.54 1975 c. 3731999 a. 85
pretationbut not an indepenadent source of pawer Legislative Council Note to sub. (3), 1975 raternals should be subjected to rate
(2) PurpPosEs. The purposes of this chapter are: regulationto the same extent as and no farther than other insurers. [Bill 643-S]
(a) To protect policyholders and the public against the adverse . e
effectsof excessive, inadequate or unfairly discriminatory rate25-04 Exemptions. The commissioner may by rule exempt
(b) To encourage, as the mosteetive wayto produce rates 2N Person or class of persons or any market segment from any or

thatconform to the standards of fa), independent action by and@! Of the provisions of this chaptef and to theextent that the
reasonablgrice competition amoné insurers: commissionefinds their application unnecessary to achieve the

(c) To provide formal regulatorgontrols for use if indepen puljiggrsfs;;;g ICS fgq; pz)gtgr(e)
dentaction and price competition fail; ’ T

(d) To authorize cooperative action among insurers imdfee-  625.11 Rate standards. (1) GENERAL. Rates shall not be
makingprocess, and to regulate such cooperation in order+o psRcessive,inadequate or unfairly discriminatorpor shall an
ventpractices that tend to bring about monopoly or to lesseniRgurerchage any rate which if continued will have or tend to
destroycompetition; havethe efect of destroying competition @reating a monopoly

(e) To encourage the mostfiefent and economic marketing  (2) Excessiveness. (a) Competitive market. Rates are pre
practicesand sumednot to be excessive if a reasonable degfeeice competi

(f) To regulate the busines$insurance in a manner that willtion exists at the consumer level with respect to the clalsasif
precludeapplication of federal antitrust laws. nessto which they apply In determiningwhether a reasonable

o ) degree of price competition exists, the commissioner shaill con
625.02 Definitions. In this chapterunless contrary to cen siderall relevant tests including:

text: . ) ) 1. The number of insurers actively engaged in the class of
(1) “Market segment” meanany line or kind of insurance,or pysiness:

if it is described igeneral terms, any subdivision thereof or any 5 1he existence of rate ffentials in that class of business:

I f risks or combination of cl . .
classof risks or combination of classes 3. Whether long-run profitability for insurers generally of the

(2) “Rateservice oganization” means any person, other thag, ¢t pusiness is unreasonably high in relation to its riskiness.
anemployee of an insurawho assistinsurers in rate making or

filing by: (b) Noncompetitive market. If such competition does nexist,
) . . L ratesare excessive if they ali&ely to produce a long run profit
(a) Collecting, compiling and furnishing loss or expense stat atis unreasonably high in relation to the riskiness of the ofass

tes . . - businesspr if expenses are unreasonably high in relation to the
(b) Recommending, making or filing rates or supplementagéyicegrendered.

rateinformation; or by (3) INnaDEQUACY. Rates are inadequate if they are clearly

(c) Advising about rate questioresicept as an attorney givingjng fficient, together with the investment income attributable to
legal advice. _ o them, to sustain projected losses and expenses in the class-of busi
(3) “Supplementaryate information” includes any manual ofessto which they apply
planof rates, statisticgllan, classification, rating schedule, mini (4) UNFAIR DISCRIMINATION. One ratds unfairly discrimina

mtjergﬁ(rje;nr:“rgéh%?l:ﬁ}’giﬁq’gggﬂg rrgls?:’rirgéz_geIflfedolégggmgtm%ry in relation to another in the same class if it clearly fails to
sioner y P y reflectequitablythe diferences in expected losses and expenses.
Histor.y: 1083 a. 189 Ratesare notunfairly discriminatory because tifent premiums
result for policyholders with like loss exposures butfeliént
625.03 Scope of application. (1m) This chapter applies to €xpensefactors, or like expense factors butfeliént loss expo
all kinds andines of direct insurance written on risks or opersSUresso long as the rates reflect thefeliénces with reasonable

tionsin this state by any insurer authorized to do business in tAgcUracy. Rates are not unfairly discriminatorytifey are aver
state,except: agedbroadly among persons insured under a group, franohise

(@) Ocean marine insurance; blanketpolicy. _ N
Readtogether ss. 625.1 and 625.22 provide that the Insurance Commissioner

(b) Worker's compensation insurance; shalldisapprove any rate that destroys competition, thus providing a regulatery rem

ifa i it life i . edy for rates that constitute restraints of trade and barring private rate-related suits
(C) Llfe, Insurance, other tha,n, credit life insurance; for damages. PrenticeMinnesota Tle Insurance Cdl76 Ws. 2d 714500 N.W2d
(d) Variable and fixed annuities; and 658(1993).
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Thereis no active state supervision of thiganization established by title insur 625.15 Delegation of rate making and rate filing obliga -

ancecompanies to set uniform rates for its memb@csthus no “state—action immu  : ; i ;
nity” for otherwiseprohibited price—fixing engaged in by the member title insurerg.lon' (1) RATE MAKING. An insurer may itself establish ratesd

FTCVv. Ticor Title Insurance Cc604 U.S. 621119 LEd 2d 410 (1992). supplementaryateinformation for one or more market segments
Thereis no private right of action to enforce sub. (1). NAACRmerican Family basedon the factors in $25.12and, if the rates are for motor
Mutual Insurance Co78 F2d 287(1992). vehicle liability insurance subject to s632.365 or the insurer

. . may use rates and supplementeaye information prepared by a
625.12 Rating methods. In determining whether rates com 4t service oganization, with average expense factors deter
ply with the standards under625.11 the following criteria shall minedby the rate service ganization or with such modification

be applied: for its own expense arldss experience as the credibility of that
(1) BasicracToRrsIN RATES. Due consideration shall be givenexperience allows.

to all of the following that apply: (2) RaTE FILING. An insurer may dischge its obligation
(a) Past and prospective loss and expense experience withidlers. 625.13 (1)by giving notice to the commissioner that it

andoutside of this state. usesrates and supplementary rate information preplayealdes
(b) Catastrophe hazards and contingencies. ignatedrate service g@anization, with such informatioabout
(c) Trends within and outside of this state. modificationsthereof as is necessary fully to inform the commis

sioner. The insureis rates and supplementary rate information
: ; ..~ shallbe those filed from time to time by the rate servigmoiza-
dendsor savings to be allowed or returned by insurers to plogir tion, including any amendments thereto as filed, subject, however

cyholders,members or subscribers. . ) to the modifications filed by the insurer
(e) Subject to $632.365 all other relevant factorgcluding History: 1979 c. 17%.85; 1991 a. 279

the judgment of technical personnel. ) o o

(2) CLassIFIcATION. Risks may be classified in any reasonabl@25.16  Loss ratios for certain disability  policies. The
way for the establishment of rates and minimum premiumggmmlssmnermay by rule establish reasonable minimum stan
exceptthat no classificationsiay be based on race, coloreed dardsfor loss ratios of medicargupplement policies, medicare
or national origin, and classifications in automobile insuranégPlacemenpolicies and long-term care insurance policies. The
may not be based on physical conditiandevelopmental disabil Standardshall be based on incurred claiexperience and earned
ity as defined in $51.01 (5) Subject to $632.365 rates thus pro Premiumsand be in accord with acceptadtuarial principles so
ducedmay be modified for individual risks in accordance with rafhat benefits will be reasonable in relation to the premiums
ing plans or schedules that establish reasonable stanftardscharged.
measuringprobable variations in hazards, expenses, or both™istory: 1981 c.821985a. 291989 a. 31
Ratesmay also benodified for individual risks under 25.13  g25 21  Delaying effect of rates. (1) RULE INSTITUTING

). DELAYED EFFECT. If the commissioner finds that competition is not
(3) Expenses. The expense provisions included in the rates ¢ effective regulator of the rates ched or that a substantial
be used by an insurer may reflect the operating methods of #émber of companies ampetingirresponsibly through the
insurerand, so far as it is credible, its own expense experienceateschaged,or that there are widespread violations of this ehap
(4) ProFiTs. The rates may contain an allowance permittingr,in anykind or line of insurance or subdivision thereof or in any
aprofit that is not unreasonable in relation to tiskiness of the rating class or rating territorjhe or she may promulgate a rule
classof business. requiring that in thekind or line of insurance or subdivision
History: 1975 c. 2751977 c. 418.929 (55) 1979 c. 931991 a. 279 thereofor ratingclass or rating territory comprehended by the
finding any subsequent changes in the ratesupplementary rate
625.13 Filing of rates and consent to rate. (1) FiLnG  informationbe filed with the commissioner at least 15 days before
PROCEDURE. Except as provided in sufR), every authorized theybecome déctive. The commissioner may extend wadting
insurer and every rate service gamization licensed under s.periodfor not to exceed 15 additional days by writtertice to the
625.31which has been designated by any insurer for the filing fier before the first 15—-day period expires.
ratesunder s625.15 (2)shall filewith the commissioner all rates (2) SuPPORTINGDATA. By rule, thecommissioner may require
andsupplementary rate information and all changes and ametitk filing of supporting data as to any or all kinds or lines of insur
mentsthereof maddy it for use in this state within 30 days aftetinceor subdivisions thereof alasses of risks or combinations
they become déctive. thereofas the commissioner deems necessary for the doper
(2) ConsenTTORATE. Uponwritten application of the insured, tioning of the rate monitoring and regulating process. The sup
statingthe insured reasons therefofiled with and notdisap  porting data shall include:
provedby the commissioner within 10 days after filing, a rate in (a) The experience and judgment of the fifrd, to the extent
excessof that provided by a filing otherwise applicable may bi wishes or the commissioner requires, of other insurers or rate
appliedto any specific risk. The rate may be disappravitdout  serviceorganizations;
ahearing, subject to §01.62 (3) If disapproved, the rate other () |ts interpretation of any statistical data relied upon;
wise applicable applies from thefective date of the policyout (c) Descriptions of the actuarial and statistical methods
the insurer may cancel the policy proportionally on 10 dayg ; ; .
noticeto the policyholder If the insuredoes not cancel the policy mployedin setting the rates; and
(d) Any other relevant matters required by doenmissioner

the insurer shall refund any excess premium from tlectg¥e
dateof the policy (3) ExPIRATION OF RULE. A rule promulgated under sufl)
History: 1979 c. 93177 1983 a. 36 shallexpire nomore than one year after issue. The commissioner

Legislative Council Note, 1979: This amendment to sub. (2) legitimizes a practicdNay renew it after a hearingnd appropriate findings under sub.
thatis virtually universal throughout the countrplthough it was not specifically gl)
t

providedfor in ch. 625, the Gite of the Commissioner of Insurance has assumed th - .
ch. 625 intended to continueand has accepted and handled “consent to rate” fiings (4) SUP'_DORTWG INFORMATION. Whef_"e\/_er a f|||n_g Is not
muchas it did prior to the enactment of ch. 625. Adoption of the amendment maggscompaniedby the information theommissioner requires under

it clear that the department practice is appropriate. [Bill 20-5] sub.(2), the commissioner may so infottire insurer and the filing

- . ) - hall t hen the inf tion is furnished.
625.14 Filings open to inspection.  Eachfiling and any S H?stg‘j: dg?g‘ffoﬁggel ?S‘fsew en the information is furnished

supportinginformation filed under this chapter shall, as soon as

filed, be open to public inspection at any reasonable time. Cops&5.22 Disapproval of rates. (1) ORDER IN EVENT OF
may be obtained by any person on request and upon paymentiofation. If the commissioner finds after a hearing that a rate is
areasonable chge therefar not in compliance with s625.11 the commissioner shall order

(d) Loadings for leveling premium rates over time or for-divi
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thatits use be discontinued for apglicy issued or renewed after (a) A copy of its constitution, chartarticles of aganization,
a date specified in the order agreementassociation or incorporation, and a copy of its bylaws,

(2) TiMING OF ORDER. Theorder under sulfl) shall be issued plan of operation and amtherrules or regulations governing the
within 30 days after the close of the hearing or within such reasé@nductof its business;
abletime extension as the commissioner may fix. (b) A list of its members and subscribers;

(3) ApPrROVALOFSUBSTITUTEDRATE. Within one year after the  (c) The name and address of one or more residents of this state
effectivedate of an order under suli), no rate promulgated to uponwhom notices, processfagting it or orders of theommis
replaceadisapproved one may be used until it has been filed wigionermay be served;
the commissioner and not disapproved within 30 days thereafter (d) A statement showinigs technical qualifications for acting

(4) INTERIM RATES. Whenever an insurer has no legalfieef in the capacity for which it seeks a license; and
tive rates as a result of the commissioselisapproval of rates or  (e) Any other relevant information and documents that the
othera(;t, thecommission_er shall on request spe_cify interim rate®mmissionemay require.
for the insurer that are high enoughptotect the interests of all 2y chance oF circumsTances. Every oganizationwhich
partiesand may order that a specified portion of the premiums Rgsapplied for a license undeub.(1) shall thereafter promptly

placedin an escrow account approvéy the commissioner notify the commissioner of every material chaimgéhe facts or
Whennew rates become legallyfedtive, the commissioner shalljy the documents on which its application was based.

order the escrowed fundsany overchage in the interim rates to

be distributed appropriatelgxcept thatefunds to policyholders. , jjiciand the natural persons through whom it acts are compe
thatare trifling shall not be required.

History: 1979 c. 105.236 (6) (21)-1979 c. 10. tent,truséworér% atnd"techn_lcally qtuall;‘lled to provuzehthe se;']wcehs !
Readtogether ss. 625.1 and 625.22 provide that the Insurance Commissioné?mpose an a a_ r_eqwremen S 0 aw art_a _me , Neors e sha
shalldisapprove any rate that destroys competition, thus providing a regulatery réssuea license specifying the authorized activity of the applicant.

edyfor rates that constitute restraints of trade and barring private rate-related syij issi i i i ivi
for damages. Prentice Minnesota Tle Ins. Co.176 Ws. 2d 714500 N.W2d 658 SF¥fe commissioner may not issue a licensthéf proposed aCtIVIty

(3) GRANTING OF LICENSE. If the commissioner finds that the

(1993). would tend to create a monopoly or to lessen or destroy price com
) o o _ petition.
625.23 Special restrictions on individual insurers. ~ The (4) DuraTION. Licenses issued pursuant to this section shall

commissionemay by order require that a particular insufler  remainin efect until the licensee withdraws from the statemil
anyor all of its rates and supplementary rate information 15 day license is suspended or revoked.

prior to their efective date, if and to the extent that he or she finds, (5) AMENDMENTSTO CONSTITUTIONAND BYLAWS. Any amene

aftera hearing, that the protection of the interests of its insuregsntio a document filed under suft) (a)shall be filed at least
andthe publicin this state requires closer supervision of its rateg, days before it becomede@ttive. Failure to comply with this

becauseof the insures financial condition or rating practices. g psectiorshall be a ground for revocation of the licegeented
The commissioner may extend the waiting perfodany filing undersub.(3).

for not to exceed 15 additional days by written notice tantsierer  pyisiory: 1979 c. 102

beforethefirst 15—day period expires. A filing not disapproved

beforethe expiration of the waiting period shall be deemedaet 625.33 Binding agreements by insurers.  No insurer shall

the requirements of this chaptsubject to the possibility of subse assumeany obligation tany person other than a policyholder or

guentdisapproval under £25.22 othercompanies under common control to use or adherertain
History: 1979 c. 102 ratesor rules, and no other person shall impose any penalty or

. . . otheradverse consequence for failure of an insurer to adhere to
625.31 Operation and control of rate  service organiza - .ertainrates or rules.

tions. (1) LiceNserREQUIRED. No rate service ganization shall

provideany service relating to the rates of any insurance subjegts5.34 Recording and reporting of experience.  The

to this chapterand no insurer shall utilize the services of suckommissionershall promulgate or approve reasonable rules,

organization for such purposes unless the ganization has includingrules providing statistical plarfar use thereafter by all

obtaineda license under §25.32 insurersin the recording and reporting of lassd expense experi

(2) AvaiLABILITY OF SERVICES. No rate service ganization ence,in order that the experience of such insurers may be made

shallrefuse to supply any services for which ilicgnsed in this availableto the commissionerNo insurer shall be required to

stateto any insurer authorized to do busineshis state and fefr-  recordor report its experience on a classification bamisnsis

ing to pay the fair and usual compensation for the services. tentwith its own ratingsystem. The commissioner may designate
) ) ] oneor more rate service gainizations to assist the commissioner

625.32 Licensing. (1) APPLICATION. A rate service @a- in gathering suclexperience and making compilations thereof,

nization applying for a license as required by625.31shall  which shall be made available to the public.

includewith its application: History: 1979 c. 10%.236 (21)
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