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CHAPTER 646
INSURANCE SECURITY FUND

SUBCHAPTERI 646.32 Appeal and review
GENERAL ORGANIZATION 646.325 Recovery of amounts paid to 3rd parties.
646.01 Scope and purposes. 646.33 Subrogation and cooperation.
646.03 Definitions. 646.35 Continuation of coverage.
646.11 Organization and administration of fund. 646.41 Tax exemption.
646.12 Administration of the fund. 646.51 Assessments.
646.13 Special duties and powers of the board related to loss claims. 646.60 Claims by security funds.
646.15 Proceedings involving nondomestic insurers. 646.61 Disposal and transfer of assets.
646.21 Custody and investment of assets. 646.73 Liquidations to which the chapter is applicable.
SUBCHAPTER Il

CLAIMS PROCEDURES
646.31 Eligible claims.

Cross~-reference: See definitions in s600.03and628.02 ) a. A multiple employer welfare arrangement as definezbin
NOTE: Chapter 109, laws of 1979which repealed andecreated this chapter USC 1002
containednotes explaining the evision. L. . X
b. A minimum premium group insurance plan.
c. A stop-loss group insurance plan.
d. A contract for administrative services only
10. Any liability for dividends or experience rating credits
payableafter the date of entry of the order of liquidation under an
insuranceor annuity contract, and any feesatiowances due any
646.01 Scope and purposes. (1) Scope. (a) General. person,including the policyholdetin connectiorwith service to
This chapter applies to: o _or administration of the contract.
1. A” klndS and ||nes Of dlrect Insurance, except as pI’OVIded 11. Insurance of warranties or service contracts.

in par (b). _ _ o 12. Municipal bond insurance.
2. Allinsurers authorized to do business in this state except: 13 Any transaction or combination of transactions between
a. Fraternals that are not health maintenangarization 3 person, including &fiates of such person, and an insyrer

SUBCHAPTERI

GENERAL ORGANIZATION

insurers. including afiiliates of such insuremhich involves the transfer of
b. Assessable mutuals, including town mutuals. investmenbr credit riskunaccompanied by transfer of insurance
. Mutual municipal insurers underéi.1.11 (4). risk.

c
d. Issuers of gift annuities under ¢4.5. 14. A policy issued by an insurer to tUepartment of heal_th
e. Limited service health ganization insurers. andfamily services under €9.45 (2) (b) 210 provide prepaid
f. Miscellaneous insurers and motor clubs unde6th. healthcare to medical assistance recipients.
g. State insurance funds under @&®4to 607. @) PURPO.SES: The purposes of th'.s chapter are. .
h. Risk retention groups (a) To maintain public confidence in the promises of insurers
. o ) . by providing a mechanism for protecting insureds from excessive
1. Service insurance corporations thafeobnly dental or gejayand loss in the event of liquidation of insurers and by assess
vision care. ing the cost of such protection among insurers; and
j. Nondomestic insurers that have not obtained a certififate (5 To provide where appropriate for the continuation of
authorityto do business in this state and thee doing business protectionunder policies and supplemental contracts of life insur

unders.618.410r 618.42 ance disability insurance and annuities.
(b) Exceptions. This chapter doesot apply to any of the fol ~ History: 1971 c. 2601975 c. 373374, 422, 1979 c. 102109, 355 1981 c. 20
lowing: $.2202 (26) () 1983 a. 1201985 a. 2161987 a. 247325 1989 a. 231995 a. 27

.. . . S.9130 (4) 1995 a. 236396, 1997 a. 35
1. Thenonguaranteed provisions of annuities and life NSUr purposeof chapter is to protect insureds against losses caused by insolvent insurer;

ancecontracts. insuredsof insolvent insurers are protected against subrogation ctaimsent of
. policy limits. Firemars Fund vPitco Frialatarl45 Ws. 2d 526427 N.W2d 417(Ct.
2. Title insurance. App. 1988).
3. Surety bonds, fidelity bonds and any other bondisiga Lo . Lo
tions. Y b4 y D% 646.03 Definitions. In this chapterunless the context indi
4. Bail bonds. catesotherwise:

5. Mortgage guarantfinancial guaranty and other forms of (1) “Board” means the board of directors of the insurance

insuranceoffering protection against investment risks. secur|t¥fund"created by §46'12 .
6. Ocean marine insurance. (2) “Fund” meansthe insurance security fund created by s.

L 646.11
7. Credit insurance. (2m) “Health maintenance ganization” has the meaning

8. Product liability or completed operations liability insur gjyen under s609.01 (2)

ance, and comprehensive general liability including either o,y '« jmited service health ganization” has the meaning
thesecoverages, provided to a risk purchasing groupmember givenin s.609.01 (3)

of a risk purchasing group. e e .
. . (3) “Liquidator” includes receiver or conservator
9. Any self-funded or partially or whollynlnsured plan o_f History: 1979 c. 109110, 355 1985 a. 291995 a. 236
anemployer or other person to provide life insurance, annuity or
disability benefits to its employees or members to the extent t6d6.11 Organization and administration of fund.
the plan is self-funded or uninsured, including benefits payah|&) OrcANizaTION. There is created fund to be known as the
by an employer or other person under any of the following:  “insurancesecurity fund”. All insurers subject this chapter are
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contributorsto the fund as a result of theiuthority to transact  (f) 1. Keep records of all meetings of the fund and of its sub
businessn this state. The fund shall consist of all payments mademmitteeshat involve discussions of the activities of fhad
by insurers under $46.51 of the earnings resulting from invest in carrying out its powers and duties under this chapter
mentsunder s646.21 (2)and of the amounts recovered unders. 2. Keep confidential the records under suhdcpertaining to
645.72 (2) specificliquidation proceedings involving an insurer until the ter
(2) Accounts. The fund shall be composed of 6 segregatedinationof the liquidation proceedings or until sooner orde¢ced
accountspne for life insurance, one for annuities, one for disabinakethe records public by a court.
ity insurance othethan policies issued or coverage provided by 3. Keep confidential the records under suhcpertaining to
ahealth maintenanceganization insuregione for health mainte  specific rehabilitation proceedings involvingn insurer unless
nanceorganization insurers, one for all other kinds of insuranegderedto make the records public by a court.
subjectto this chapter and an administrative account. (9) Negotiate andtontract with any liquidator to achieve the
(3) ExpensesorrUND. Necessary expenses of administratiopurposef this chapter

of the fund incurred in connection with actliqidations or with (h) Perform other acts necessary to achieve the purposes of this
continuationof contracts under $46.35shall be chayed to the cpapter.

appropriateaccount of the fund. All other expenses shall be (3) ComPENSATION. Members of the board and other commit

chargedo the admlnlstratl_ve account. . teemembers shall receive no compensatiors@wices but may
~(4) Liasiiry. No contributor to théund or person acting on yecejvereimbursement for all reasonable and necessary expenses
its behalf is personally liable for any obligations of the fund. Thgcurred in the performance of their respective duties as directors
rights of creditors are solely against the assets of the fund.  gr as committee members.

(5) ImmuniTY. No causeof action of any nature may arise  (4) OrHERPowERS. The board may join anganization con
againstand no liability may be imposed upon the funditer sjstingof one or more entities of other states performing compara
agentsemployees, directors or contributor insurers, orcth®  pe functions, in order to assist the board in carrginigits powers

missioneror the commission&s agents, employees or representaand duties under this chaptand otherwise further the purposes
tives, for any act or omission by amf them in the performance of this chapter

of their powers and duties under this chapter History: 1979 c. 109355 1985 a. 2161987 a. 3251989 a. 3321995 a. 236
History: 1979 c. 109221; 1983 a. 1201985 a. 216332 1989 a. 23
o ) 646.13 Special duties and powers of the board related
646.12 Administration of the fund. (1)_ COMPOSITIONOF  tg loss claims. (1) DuTties. The board shall:
BOARD. (a) Members. The fund shalbe administered by a board 5y Estaplish procedures and acceptable forms of proof for eli

of directors which shaltonsist of not fewer than 7 nor more tha@i le claims, which shall correspors closely as practicable with
14 members. The attorney general, the state treasurer andj orresponding rules under @#5.

commissioneare memberwith full voting rights. Other mem . -, . . . I
bersshall be chosen fromepresentatives of insurers subject t r(r?)rosng?sned Ienttltgriepr?tsfjlgrr;iglf ;%n;uerr?tr cl)rf] é?;n;gvﬁﬁggﬁt'son'
this chapt_emnder procedures specified by the co_mmissioner 6 FI’iland tﬁse defens@" 3rd party cla)i/ms against insureds -sub
rule, provided that one member is a representative of a serv t to the limitations of s645.43 The board shall consult and

insurancecorporation. The rule may provide that, instead of-nat : - - . -
ral persons, specific insurers or associations of insurers may peratawith the liquidator in carrying out these duties.
(2) Powers. The board may:

selectedas members of the board and maythmugh any duly i ] ]
authorizedrepresentative. (a) Review settlements, releases and judgments to winéch
(b) Chairperson. The person to chair the board shall be electdggurer or its insureds were parties to determine the extent to

by the members of the board under a rule promulgated by the c§fiich they may be properly contested. _
missioner. (b) Exercise with respect to loss claims the powers that the lig

(2) GENERAL POWERSAND DUTIES. The board shall: uidatorhas with respect to other claims under@tb.

; . With respect to any action againstiasurer which is in lig
(a) Subject to the commissiorepower to promulgate rules . (©) P I
under sub(1), adopt ruledor the administration of this chapter Yidation,exercise the powers of thguidator under $545.49 (1)

including delegation of any part of its powers and its own proce (d) Have standing to appear in any liquidation proceedings in
dures. this state involving an insurer in liquidation.

(b) Create standing or special committees as needed. A-minor(€) Pursue salvage and subrogation with respect to paid cov
ity of the members of any committee may be persons not memigdclaim obligations and retain any amounts recovered.
of the board. (f) Appoint and direclegal counsel for the defense of covered

(c) Delegateto the committees any of its powers and duticdaimsunder insurance policies.
under this chaptesubject to review anteconsideration by the  (3) NobuTy orLIABILITY. The boardhas no duty or liability
board. with respect to any claim filed as follows:

(d) Employ or retain the personnel necessary to carry out its(a) With the liquidator under €45.61after the date for filing
dutiesand set compensation for the personnel, sue or be sigagcifiedby the liquidatounder s645.47 (2) unless the liquida
makecontracts and borrow money necessary to carry out its dutlesdetermines that the claim is considered to have been timely
in the most dicient way including money with which to pay filed under s645.61 (2)and the claim participates fully in every
claimsunder s646.310r to continue coverage underé?t6.35  distribution to the same extent athertimely filed claims in the
Theboard may der as security for such loans its claims againsame class.
theliquidator or its power téevy assessments under this chapter (b) With a liquidator or court under the laws of any other state
Personnekmployed under this paragraph are not employeesatffer the date for filing specified by the liquidatorocourt, unless
the state and are not subject t®6.9220r ch.230. the liquidator or court determines that the claim is considered to

(e) Advise and make recommendations to the commissioriive been timely filed under &éaw substantially similar to s.
on any matter related to the possible insolvency of an insurer c&¢#5.61(2) and the claim participates fully in every distributton
ered by this chapteand respond to any reasonable questions pf8€ same extent as other timely filed claims in the same class.
sentedby the commissionefnformation, recommendations and (c) Except for claims under life insurance policiesnuities
adviceunderthis subsection are privileged and confidential arahd noncancelable or guaranteed renewdiskebility insurance
arenot open to public inspection unden8.35 (1) policiesand except for claims determined to be excused late fil
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ingsas provided in parga) and(b), with a liquidator or court after beenentered by a court of competent jurisdiction in the in&irer
the earlier of the following: domiciliary state.

1. Eighteen months after the order of liquidation is entered. (b) Assessability of insurer. The claim arises out of business

2. The final date for filing specified by the liquidator or courthot exempt from assessment unde$46.01 (1)

(4) WHENDUTY TO DEFENDTERMINATES. Any obligation of the (c) Contact with state. The claim is a member of one of the
boardto defend an insured ceases upon the be@ayment, by classeof claims under sulf2).
settlementeleasing the insured or on a judgment, of an amount (cm) Termination of coverage. Except for claims under life
equalto the lesser of the boasctovered claim obligation limit or insurancepolicies, annuities or noncancelable or guaranteed
the applicable policy limit, subject to any express policy termgnewabledisability insurance policies, the claim arises witn

regardingtender of limits. daysafter the order of liquidation is entered or before any of the
History: 1979 c. 1091985 a. 2161987 a. 3251999 a. 30 following oceur:

646.15 Proceedings involving nondomestic insurers. 1. The policy expires, if the expiration date is less than 30 days

(1) INJUNCTIONSAND ORDERS. (a) If a nondomestic insurer is in&ftér the order of liquidation is entered.

liquidation, the board may apply to the circuit court for Dane 2. The insured replaces or cancels the ppifagither action
Countyfor, and the court may grant, restraining orders, temporagtaken within 30 days after the order of liquidation is entered.
andpermanent injunctions, and other orders consideeedssary (d) Exceptions. The claim is not any of the following:

andproper to prevent any of the following: 1. Based solely on a judgment.
1. Interference with the board or wits administrative pro 2. Made for interest on any claim.
ceedings. . . 3. Made under $45.63 (2)
2. The institution or further prosecution of any action or pro 4. Subordinated under&45.90
ceedinginvolving the insurer or in which the board is obligated to % SUPOrdinated undersss. )
defenda party 5. An indemnification recovered &s voidable preference

3. The obtaining of a preference, judgment, garnishment $pders.645.54 (1) (c)
lien against the insurer or its assets. 6. Made by an éfiate of an insurer in liquidation.

4. Any other threatened or contemplated action that might 7. A retrospective premium rate adjustment.
prejudicethe rights of policyholders or the administratiorttod 8. Made for health care costs, as defined 609.01 (1j) for
liquidation or board proceedings. which an enrolleeas defined in $09.01 (1d)or policyholder of

(b) Upon granting an application under.gdaj, the court may a health maintenanagrganization insurer is not liable under ss.
retainjurisdiction of any further proceedirgy relief, as the court 609.91to 609.935
considersnecessary and propénvolving the insurer 9. Made for health care costs, as defined 608.01 (1j) for

(2) ExcrLusiVE PROCEEDINGS. A court of this state does notwhich an enrolleegs defined in $09.01 (1d)or policyholder of
havejurisdiction to entertain, hear or determine a proceeding @health maintenance ganization is not liable for any reason.
to grant relief if the proceeding or relief involvesisrelated to (2) CLASSESOF CLAIMS TO BE PAID. No claimmay be paid

anondomestic insurer which is in liquidation unless the courtigderthis chapter unless thelaim is in one of the following
soauthorized under this chapter or 6A5. classes:

History: 1987 2. 3231999 2. 30 (a) Residents. 1. The claim of a policyholdencluding a ced
646.21 Custody and investment of assets. (1) Cus- iNg assessable domestitsurer which is @anized under 12
ToDY. Except as provided sub.(2), the board controls the assetgnda domestic insurer which is a bona fide policyholder of the
of the fund. The board shallectregulated financial institutions insurerin liquidation, who at the time of the insured event or of the
in this state which receive deposits in which to establish and mdifuidationorder was a resident of this state.
tain accounts fomssets needed on a current basis. If practicable, 2. Except for a clainof a beneficiaryassignee or payee under
the accounts shall earn interest. alife or disability insurance policy or annuity contract, the claim

(2) INVESTMENTOFASSETS. The board mayequest that assetsOf an insured, including a certificate holdemder a policy or
of the fund not needed currenthe invested by the investmentannuitywho at the time of the insured event or of the liquidation
boardunder s25.17 If so requested, the investment board shalrderwas a resident of this state.
investthose assets in investments with maturities and liquidity (b) Certain nonresidents. 1. Except with regard to claims
appropriateto the probable needs of thad for money to perform undercontracts that are held by residents of a state thatrdes
!tS duties. All income at;rlbutable to th(_% m_vestments shall be erﬂ'ovidesubstantially equivalemverage with regard to contracts
ited to the fund, anthoth income and principal shall be transferregs residents of thistate the claim is made under a life or disability
to the board of the fund on request of the board. Assets heldifstirancepolicy or annuity contract subject to this section and
the board of the fund shall be invested in a similar manner  jssuedby a domestic insurewhether or not the claimant is a resi

History: 1979 c. 1091983 a. 120 dentof this state.
2. The claim is made under a life or disability insurgnaiécy
SUBCHAPTERII or annuity contract subject to this section and issued by a domestic
insurerif all of the following conditions are met:
CLAIMS PROCEDURES a. The claimant is a resident of another state that provides cov

eragesimilar to thecoverage provided under this chapter but does

646.31 Eligible claims. (1) CONDITIONS OF ELIGIBILITY. A not Erovi:ie_coverage for ;‘heldcla:!‘nant. ii ¢ authori
claim is not eligiblefor payment from the fund unless it is an_P- The insurer never held a license or certificate of authority

unpaidclaim for a loss insured under the policy or annuity and &0 the state in which the claimant resides.

of the following conditions are met: 3. The claim is made before January 1, 1990, under arlife
(a) Issued by authorized insurer. The claim arises out of an disability insurance policy or annuity contract subject to this sec

insurancq)olicy or annuity issued t@n insurer Wthh was aut.ho t!OI’l and |Ssued by a domeStIC insurer if a" Of the fO"OV‘ﬂngI'

rizedto do business in this state either at the time the policy #insare met.

annuity was issuedor when the insured event occurred, and a. The claimant was a resident of this state when the policy

againstwhich an order of liquidation, which is not stayed, hasr contract was issued.
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b. The claimant is a resident of a state whilobs not provide  (9) COLLECTION FROM OTHER FUNDS. A claim recoverable
coveragesimilar to the coverage provided under this chapter from more than one securifynd shall be paid in the following

(c) Owners of property interests. The first—party claim of a order:
personhaving an insurable interest in or related to property with (a) By any security fund with an obligation to pay all loss
apermanent location in this state at time of the insured event. claimsof the insurer;

(d) Third party claimants. A claim under a liability or workers’  (b) Ifitis a first party claim for damage to property with & per
compensatiorinsurance policyif either the insured or the 3rd manentlocation, by the fund of the location of the property;
party claimant was a resident of this state at the time of the insuredc) |f it js a workers’ compensatiaziaim, by the fund of the
event. residenceof the claimant;

(¢) Assignees. The claim of a direcor indirect resident 4y |y any other case, by the fund of the residence of the
assigneepther than an insureof a person who except for thejns\red-and

assignmentould have claimed under péa), (b), (c) or (d).
(f) Beneficiaries, assignees and payees. Except for a claim of
anonresident certificate holder under a group policy or contras}l

(e) Any other funds liable to pay
(9m) RecoverYREDUCTION. Any recovery under this chapter
aclaim made under a life or disability insurance policy or annui/ /2|l € reduced by the amount of recovery from any other secu

contractby a residenbr nonresident beneficianassignee or ty fund. . .
payeeof a person who fulfills all of the following criteria: (10) TEmPORARY MORATORIUMS. Before being obligated to

1. The person im policyholder of, or a certificate holdermakepayments under this chapter to holders of life insurance or
underthe life or disability insurance policy or annuity contractdnuitycontracts the fund may impose, with court apprdeat;
2. The person is a resident of this state or could have mac{?agrarymoratorl_ums of not more than 90 days on paymertasii
cIaimﬂnder par(b) 2 fiesand policy loans in addition to any deferrafscash or
’ olicy loan value by contractual provision. A temporary marato

(3) DepucTiBLE. (@) In this subsection, “health i”SU_ranC‘?ium may be renewed for successive periods of not more than 90
policy” does not include a policy providing incomentinuation dayswith court approval.

coverageor benefits for I_oss (.)f time. (11) susrocaTioNcLAIMS. The fund is not required to pay any
_(am) Except as provided in pai®) and(c), payment under amayntdue from the insurer to any reinsynessurer insurance
this chapter is limited to the amount by which the claxeeeds 40 or underwritingassociation as subrogation recoveries or
$200. Claims maynot be aggregated by assignment or otherwiggheryise except as provided in suf) (a) A reinsurerinsurer
for application of this deductible. - insurancepool or underwriting association that hzsd a claim
(b) With regard to contracts subject t®86.35 (2)or(3) other andthereby has become subrogated to the amount of that claim
thanhealth insurance policies, in lieu of the deductible under pafay assert that claim against the liquidator ofitisrer in liqui
(am), the board may impose a deductible not to exceed the lesggiionbut not against the insured of the insurer in liquidation.
of 10% or $200 on any claim or other benefit payment if the board 1 5y Net wortH oF INsURED. Except for claims under s.
deemsthe imposition of this deductible more equitable or pfact646.35 payment of a first-party claim under thisapter to an

cal than that under paam). _ insuredwhose net worth, as defined in6s16.325 (1) exceeds
(c) Aclaim or other benefit payment under this chapter thatgg 0,000,000s limited to the amount bihich the aggregate of the
madeunder a health insurance policy may not be subjetiteto jnsyred'sclaims that satisfy subél) to (7), (9) and(9m) plus the

deductibleunder par(am)or (b). amount,if any, recovered from the insured under646.325
(4) Maximum cLAIM. (a) Except in regard to workercom  exceedsl0% of the insured’net worth.

pensatiorinsurance and except as provided in (@8 the obliga (13) ResiDENCY. For purposes of determining residency in

tion of the fund on a single risk, loss or life may not exceagis section, the residency of a claimansured or policyholder

$300,000. thatis not a natural person is the state in which the claisjyant’

(b) The fund is not obligated to pay a claimant an amountiisured’sor policyholdets principal place obusiness is located.
excesof theloss obligation of the insurer in liquidation under the History: 1979 c. 1091983 a. 12&s.6 to 11, 19; 1985 a216 1987 a. 3251989

policy or coverage from which the claim arises. a.23 31,1995 a. 3961997 a. 2371999 a. 30

. . An offset under suk(6) (a) must include amounts available to the claimant and not
(5) PuNITIVE DAMAGES. No punitive damages may be paid OUf,stamounts settled foran offset of the palicy limits of an applicable policy rather
of the fund. thanthe amount settled for was corre@elongia v Wisconsin Insurance Security

: Fund,195 Ws. 2d 835537 N.w2d 51(Ct. App. 1995).
(6) COLLE_CT'ON FROM COLLATERAL SOURCES. (a) The portion Wherea claim against the insured of an insolvent insurer was not filed until after
of aloss claim for which indemnification is provided by othetheeffective date of sub. (12), each of the insusedkiims were subject to the sub.
benefitsor advantages, which may not be included inclasses (12) net worth limitation. A. O. Smith Corp. Wisconsin Insurance Security Fund,

of claims specified in $45.68 (intro.) may not be claimed from 217 Wis- 2d 252580 N.W2d 348(Ct. App. 1998).

thefund under this chapte_r L . 646.32 Appeal and review. (1) ApPEAL. A claimant whose

(b) The board may waive the applicatiohpar (a) to claims ¢|aim is reduced or declarddeligible shall promptly be given
undercontracts subject to 846.35 (2)or(3), to the extent that the \ytice of the determination and of the right to object urttés
boarddetermines thaipplication of pa(a) would be impractica  gection, The claimantmay appeal to the board within 30 days after
ble. the mailing of the notice.

(c) Any person having an eligible claim which also constitutes (2) Review. Decisions of the board under s() are subject
aclaim or legal right of recovery under any governmental insyg, judicial review

ance or guaranty program shiibt exhaust all rights under that " jq0v 1979 ¢. 100
program,and any amount payable on an eligible claim under this
chaptershall be reduced by the amount of recovery under that pg5 325 Recovery of amounts paid to 3rd parties.
gram. (1) DeriNimioN. In this section, “netvorth” means the amount of

(7) SETOFFSAND COUNTERCLAIMS. Section645.56applies to  aninsureds total assets less the insusatal liabilities at the end
the settlement of loss claims. The board shall give the liquidaigt the insured fiscal year immediately preceding the dadig-
areasonable opportunity to inform the board of possiblefsetofiidation order was entered, as shown on the insaraddited
andcounterclaims before paying loss claims. financial statement, orif the insured is a natural person, the

(8) Nortice 1o cLAMANTS. The boardshall provide notice insured’stotal assets less the insuietbtal liabilities on Decem
unders.645.47 (2)to those potential loss claimants to whom thber 31 immediately preceding the date tlygiidation order was
fund is liable under the section, if the liquidator has not done smtered.
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(2) RECOVERY FROM CERTAIN INSUREDS AND AFFILIATES. (4) CLAIMS AGAINST LIQUIDATOR. The fund has a claim against
Exceptasprovided in sub(3), the fund may recover from a persorthe liquidator for reasonable payments madedischage its
the amount of any claim paid on behalf of that person to a 3dditiesunder this section. If the board and the liquidator disagree

party,if all of the following conditions are satisfied: regardingthe reasonableness of such payments, eitherapyaly
(a) The person on whose behalf the claim was paid is anyteithe courto determine the question. Such payments shall have
the following: the same priority as the class of claims und€14%$.68 (3)
1. An insured whose net worth exceeds $10,000,000. _(5) RATEINCREASES. The board may increase any rates or pre
2. An afiliate of the insurer in liquidation. miums on policies during continuation @dverageunder sub(2)

(b) or(3) (b)tothe extent the policies permit the insurer to increase
the rates or premiums. If the board determines that the rates or pre
iumson policies whictdo not permit an increase or the rates or
Hlemiumsas increased to the extent permitted by the polaries

inadequatainder s625.11 (3), the board may &r the policy

(b) Payment of the claim satisfied all or part of geFsons
liability obligations to 3rd parties.

(3) LimitaTioN. The total amount recovered from an insure,
describedn sub.(2) (a) 1.plus the amount dhe insured claims

thatsatisfy $646.31 (1)to (), (9) and(9m) but are notligible  5|qersthe option of terminatinghe coverage or continuing the

for payment under $46.31 (12)may not exceed 10% ohe ;o\ erageat adequate rates or premiums as determined by the
insured’snet worth. board.

History: 1987 a. 325 . . . . .
Y (6) LimitaTions. In performing its duties under this section:

646.33 Subrogation and cooperation. (1) SUBROGATION. (&) In the case of an annuity contract, the board may limit its
Uponpayment to any loss claimant the fund is subrogatélteto performanceo payment of the then current value of the loss claim
claimant’sfull right of recovery against the insuremd to the unders.645.68 (3)as of the date of the order of liquidation, with
sameextent the insurer would have been subrogated, against amgrestto the datef payment, in lieu of the requirements of sub.
liquidatorand any3rd person. On recovery under this section, th{&) or (3).
fund may retain both the amount it has paid to the claimant and theb) In the case of a disability insurance policy which is neither
amountit hasexpended to obtain the recovery and shall pay agviaranteedenewable nor noncancelabtag board is not obli
balance to the claimant. gatedto continue the policy in force beyond the time required
(2) CooperaTiON. The claimant shall cooperatéth the board unders.645.43or the date established in the liquidation order of
in pursuing theund’s rights under sulfl), including executing anotherstate, but may continue the coverage under any disability
any necessary documents. If cooperation is withheld unreasamsurancepolicy for up to 180 days after the date of the liquidation
ably, the fund may recover from the claimant any amount it hasder. The commissioner may adopt rules defining “guaranteed
paid the claimant. renewable’and “noncancelable” fothe purposes of this para
(3) CLAIMS AGAINST LIQUIDATOR. The board shall report peri graph.
odically and whenever eeasonable request is made to any diqui (bm) For coverages continued pursuant to {gr the board
dator against whom subrogation rights exist under g¢lipthe may substitute @omprehensive health insurance policy approved
claims paid and rejected together with estimates of unsettldsy the commissioner for a health maintenangamization policy
claimsmade or anticipated against the fund. thatis subject to sul§2) or(3), and increase rates or premiums for
History: 1979 c. 109 the substituted coverage as provided in $6p.
(c) In the case of a life insurance or annaityitract, the board
is not obligated to perform the responsibilitge forth in sub(2)
or (3) with respect to either of the following:

646.35 Continuation of coverage. (1) Scope. This see
tion applies to the following contractghen subject to this chap

ter.(a) Annitios 1. Any benefit payment liabilityarising on or aftethe date
. ' of entry of the order dfquidation, to the extent that the payment

(b) Life insurance. is based upon a rate of interest that excéleelsager of the fol

(c) Disability insurance. lowing:
~ (2) DOMESTICINSURERIN LIQUIDATION. If a domestic insurer 3 The minimum guaranteed rate specified in the contract.
is in liquidation, the board shall, subjetct the approval of the |, The rate of interestetermined by subtracting 3 percentage
commissioner. _ points from the monthly corporate bond yield averagepais

(a) Guarantee, assume or reinsure or cause to be guarantegtébd by Moodys investors service or its successor and as
assumecbr reinsured all policies of the insurer within the scopgdjustedon a monthly basis.
of this section except contracts that are held by residentstaea  ~ 5 Apy penefitpayment liability arising before the date of
that does not provide substantialgquivalent coverage with enyry of the order of liquidation, to the extent that the payrignt
regardto contracts of residents of this state othan policies and basecupon a rate of interest that exceeds thgetaof the follow
contractsunder s646.31 (2) (b) 3. ing:

(b) Assure performance of the contractual obligations of the” 5 The minimum guaranteed rate specified in the contract.

Insureron S_UCh policies; and b. The rate of interestetermined by subtracting 2 percentage
_(¢) Provide the necessary money or other means necessaiyqifts from the monthly corporate bond yield averagepais

dischargethe duties under parga) and(b). _ lishedby Moodys investors service or its successanen aver

~ (3) NONDOMESTICINSURERIN LIQUIDATION. If @ nondomestic agedfor the 4-year period ending dine date the fund becomes

insureris in liquidation, the board shall, subject to the approval ghligatedwith respect to the contract or averaged for such lesser

the commissioner and on a determination by the commissiongriodif the contract was issued less than 4 years before that date.

thatthe insurels domiciliaryjurisdiction or state of entry does not History: 1979 c. 1091983 a. 1201985 a. 2161989 a. 231995 a. 236

provideby statute for protection to residents of this state substan ) )

tially similar to that provided by this section: 646.41 Tax exemption. The fund is exempt from payment of

(3) Guaranteegssumeor reinsure or cause to be guarantee&” fees and taxes levied by this state or any of its subdivisions or

assumear reinsured the policies of residents within the scope bistrumentalitiesexcept for fees and taxes levied by virtue of
this section: employmentunder s646.12 (2) (d)

I History: 1979 c. 1
(b) Assure performance of the contractual obligations of the Istory: 1979 ¢. 109

insureron such policies; and 646.51 Assessments. (1) DuTy To ASSESS. As soon as
(c) Provide the necessary money or other means necessairéeticableafter a liquidation order has been issued, the board
dischargethe duties under par&) and(b). shallestimate separately for eashthe accounts of §46.11 (2),
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the amounts necessary to make the payments provided by thi7) RECOUPMENTOR TAX CREDIT. (@) An insureis premium
chapterand shall order assessments separately for each accowtésare not excessive because they coraiamount reasonably

(2) EXEMPTIONS FROM ASSESSMENTS. If the commissioner calculatedio recoup assessments made under this chapter
finds that a nondomestic insurer is subject to another security fund(b) If the premium rates on a class of business are fixed, so that
law providing substantially the same protection to claimants #sis not possible for an insurer to recoup its assessngnts
would be provided by $46.31or 646.35and that under the law increasingoremium rates on the class of business, the insurer may
of the other jurisdiction would have a prior obligation to flayse 0ffset20% ofthe amount of the consin portion of the assess
claims or assume those obligations, the commissioner shalentagainst its tax liabilities to this state, other than real property
exemptthe insurer from the assessments on the classes of busit@2s,in each of the 5 calendar years following the year in which
to which the other law applies. the assessment was paid.

(3) CaLcuLATION. (a) General. 1. In this section, “pre  (C) If aninsurer ceases doing business ingtate, all assess
miums” means gross premiums and other considerations recei@@nts not yet déet may be déet against its tax liabilities to this
for direct insurance anahnuities, including considerations for aStatefor the year it ceases doing busineéthe ofset exceeds the
plan established under s§85.981to 185.985 less return pre tax liabilities, no refgnd will be made and there will be no carry—
miumsand other considerations, dividends and experience creé@@vard of the deficit to later years.
paidor credited to policyholders on the direct business. The term(d) Any amount available for credit against future tax liabili
“premiums” does notnclude any amounts received for any conties under this subsection may be regarded as an assie¢ of
tractsor for the portions of any contracts for which coverage igsurerunder rules promulgated by the commissioner
excludedunder s646.01 (1) (b) (8) ABATEMENT AND DEFERRAL. The board may abate or defer

2. Except as provided in pa(s) and(c), assessments shallthe assessment of an insurer in whole or papiaiyment of the
becalculated as a percentage of premiums written in this stategpessmeould endanger thability of the insurer to fulfill its

eachinsurer in the classes protectedtbg account, for the year contractualobligations. The amount by which an assessment is
precedingthe year of entry of the order of liquidation. abatedor deferred may be assessed under this section against

(b) Continuation of coverage. 1. Assessments to provideotherlnsurers.
protectionunder s646.35 (2)shall for each account be made-sep . (9) OBLIGATION TO CONTRIBUTE CEASES. (&) Except as pro
aratelyfor each state in which the domestic insurer in liquidatiofidedin par (b), if an insurets license or certificate of authority
wasauthorized to transact business at any time, excluding evi@ydo business in this state terminates or expires, the ifssurer
statethatdoes not provide substantially equivalent coverage wigdligationto pay assessments under this section ceases beginning
regardto contracts of residents of thitate. The assessment aitrib" the day after the insutericense or certificate of authority ter
utableto each state shall be the proportion that the averageMnNatesor expires.
annualpremiums the insurer received on business in that state or{b) An insurer whose license oertificate of authority to do
policiescovered by the account for 3 years preceding the yearfsinessn this state terminates or expires reméiatsle after the
the liquidation order bears tothe average annual premiums if€rminationor expiration to pay all of the following:
receivedin all such states in that period. Assessments against 1. Assessments maae called before the insufsrlicense or
insurersshall be in the proportion thétose premiums received certificateof authority terminated or expired.
on business in each such state by each assess@er on con 2. Assessments made or called after the instieense or
tractscovered byeach account bears to such premiums receivedrtificateof authority terminatedr expired that relate to a liqui
on business in each state by all assessed insurers. dationorder entered before the insugelicense or certificate of

2. Assessments to provide protection undé48.35 (3)shall  authorityterminated or expired.
be calculated as a percentage of average anpterhiums History: 1979 c. 1091983 a. 1201985 a. 2161989 a. 2331; 1995 a. 3961999
receivedin this state by each insurer in the classes protected by% b.(7) is applicabléo franchise taxes, income taxes and fire department dues.

accountfor the 3 years preceding the year of entry of the order ®fly wisconsins assessments are used f6seif against Weonsin taxes. Section
liquidation. 76.66applies. If assessments are reimbursed, tax credit shouvdgtdgtured.72
. . Atty. Gen. 17

(c) Administrative assessments. The board may make assess

mentson a prorated or nonprorated basisneet administrative g46 60 Claims by security funds. (1) RECOGNITION. (a)
costsand other expenses whether or not related tighiglation  oyements by the fund. The liquidator isbound by determina

or rehabilitation of a partiCl_JIar insu_reNonprorated assessmentsjons and settlements of covered loss claims, and by payments of
may not exceed $200 per insurer in any year claims,made by the board under this chapter

(4) Limits. The maximum assessment untiés section in - (1y) Settlements by comparable funds. The liquidator is bound
any calendar year is 2%f the assessable premiums under &)b. py determinations and settlements of covered loss claims, and by
If the maximum assessment does not enable the fund to megidtimentsf claims, made by funds orgamizations of other states
obligations, an additional assessmeskall be made in eachthatare comparable to the fund under this chapter if all of the fol
succeedingyear until the amounts available enable the fund tewing apply:
mee;its obligations_. No assessment may be _Ie_vied if the assets 1 Tne laws of the other states give equivalent recogrtition
heldin the appropriate account of the fund ardisieht to cover e determinations and settiements of loss claims, and to pay
all estimated payments for liquidations in progress. mentsof claims, made by the fund.

(5) CoLLECTION. After the rateof assessment has been fixed, 2 |f the same claim is reported as paid byranore funds,

the board shall send to each insurer a statement of the amoupbiimentshall be to the fund with a prior obligation under s.
is to pay The board shall designate whether the assessments gl 31(9).

be made payable in one sum or in instalments_. Assessments sha{b) PRIORITIES. The subrogation claims of funds under £ap.
be collectedby the same procedures as premium taxes or liCeR§e sattiements of claims, including expenses in settling them,

feesunder ch76. . havethe priority the claims would have unde6¢5.68
(6) ApPeaLAND REVIEW. Within 30 days after the board sends History: 1979 c. 1091999 a. 30

the statement under sub), an insurerafterpaying the assess

mentunder protest, may appeal the assesstoethie board or a 646.61 Disposal and transfer of assets. (1) After ter
committeethereof. The decision of the boamd the appeal is sub mination of all liquidations under any account ofegl6.1l (2),
jectto judicial review remaining assets in that account shall be redistribuetbng
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thosewho paid assessments under rules promulgated to enstié chapter applies in full to all liquidations commenedtr
treatmenthat is as equitable to the contributing insurers psais  Februaryl6, 1980. For each liquidation in process-atfruary
ticable. Partial distributionsnay be made to insurers who werel6, 1980 the board shall apply to the court which issued the liqui
assessedfter all claims against the fund arising from slighi-  dationorder for an order specifying the extent to which thiap

dationshave been paid. ter, 1979 stats., applies that liquidation. The court shall apply
(2) To meet the needs of the fund the board may temporarilys chapter1979 stats., to the maximum extent possible without
transfer assets from one account to another affectingvested rights or creating serious administrativicdif
History: 1979 c. 1091983 a. 120 ties.

. . . ) ) X History: 1979 c. 109
646.73 Liquidations to which the chapter is applicable.
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