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CHAPTER 623
INSURANCE — ACCOUNTING AND RESERVES

623.01 Applicability. 623.11 Amount of compulsory surplus.

623.02 Standarddor accounting rules. 623.12 Amount of security surplus.

623.03 Valuation of assets. 623.15 Fraternal rates and reserves.

623.04 Valuation of liabilities. 623.21 Adjustment of reserves.

623.06 Standard valuation law 623.34 Accounting for repurchased shares.
Cross-reference: See definitions in s8600.03and628.02 legal purposes the certificate of valuation of twenmissioner
Cross-reference: See also chsns 41 50, 51, 52, and55, Wis. adm. code. whensuch certificate states the valuation to have been made in a

623.01 Applicability. Except as otherwise provided, thisSPecified manner according to which the aggregate reserves

; ; uld be at least as Ige as if they had been computed in the-man
chapterand the rules promulgated under it apply to all msure#grprescribed by the law of that state or jurisdiction.

authorizedo do business in this state. :
History: 1979 c. 102 (Im) (@) 1. For each year ending on or after Decem
Cross—reference: See also $ns 3.17 Wis. adm. code. ber 31, 1996every life insurance company doing busineghim

stateshall submit to the commissionevith its annual statement

? - SY. . dueby March 1 of the following yeaan opinion by a qualified

gatingaccounting rules, the commissioner shall consieeom  .1,aryas to whethethe reserves and related actuarial items held

mendationsnade by the National Association of Insurance €omy, g nhort of thepolicies and contracts specified by the commis
missionersgenerally acceptedccounting principles both in the sionerby rule satisfy all of the following:

insurancandustry and outside it, thequirements of the law and a Thev are computed approoriatel
the needs of regulation, including detection of insolveacylthe ) y P pprop y

623.02 Standards for accounting rules. When promul

needsfor information of insureds, investors, and the public. ) _b- They are based on assumptions that satisfy contrgectual
History: 1973 c. 293 visions.
Cross-reference: See also cfins 50 Wis. adm. code. c. They are consistent with prior reported amounts.
NOTE: The bill that created 623.02 to 623.04 and 623.21, 1973 SB 174; con . . .

tained extensive explanatory notes that may be found in the bill drafting file in d. They comply with the applicable laws of this state.

the Legislative Refeence Bueau for Chapter 293, laws of 1973 2. The commissioner shall by rule specify in detailribture

623.03 Valuation of assets. The commissioner shall pro of the informatiorrequired in the opinion under sulddand may

; rule require any additional information that the commissioner
mulgaterules for the valuation of assets to be reported on the st% L .
mentssubmitted under €01.42 (1g) (a@s well as for other pur étermlness necessary to the scope of the opinion.

poses. The commissioner may specify that certain classes of (?) 1. Every life insurance company not exempted by rule shall
assetshallbe valued at zero or given a nominal value, and whéifludewith the opinion required under p@) the opinion of the

necessaryo achieve the purposes of this section may specify dju@lifiedactuary as to whether the reserves and rettedrial
ferentbases of valuation for dérent purposes. itemsheld insupport of the policies and contracts specified by the

History: 1973 c. 2931979 c. 10%.236 (7) 1987 a. 247 commissioneby rule, when considered light of the assets held
Cross—reference: See also chns 50 Wis. adm. code. by the company with respect tioe reserves and related actuarial
) o o items,including but not limited tohe investment earnings on the
623.04 Valuation of liabilities. The commissioner shall pro assetsand the considerations anticipated to be received and
mulgaterules specifying the liabilities required to be reported ytainedunder the policies and contracts, make adequate-provi
insurersin the financial statements submitted und@04.42 (19) sjon for the companyg obligations under the policies and €on
(a) and the methods ehluing them. In the case of life insurancgracts,including but notimited to the benefits under and expenses
suchmethods shall be consistent witt683.06 associatedvith the policies and contracts. Tlemmissioner
History: 1973 c. 2931977 ¢. 153.6; 1977 c. 33%.44; 1987 a. 247 may by rule provide for a transition period for an insuracoer
Cross—reference: See also chns. 50and sins 3.04 Wis. adm. code. . . o
panyto establishany higher reserves that the qualified actuary
623.06 Standard valuation law. (1c) In this section, determinesare necessary to make adequate provision farctime
“qualified actuary” means a member in good standing of ttR&ny’sobligations under the policies and contracts.
American academy of actuaries who meets any other require 2. Aninsurance company that is required to submit an opinion
mentsthat the commissioner may by rule specify undersubd.1. shall have prepared by the qualified actuary who
(1f) The commissioner shall annually value, @ause to be rendersthe opinion a memorandum in support of the opinion
valued,the reserve liabilities (hereinafter called reserves) for &ndersubd.1. The commissioner shall specify by rule the form
outstandingdife insurance policies and annuity and pure endov@ndcontent of the memorandum. The insurance company shall
mentcontracts of every life insurance compajng business in Provide the memorandum tthe commissionerat the commis
this state, except that in the case of an alien Comm valua smner'sre_qu_est, for his oner examination. After examlnatlon,
tion shall be limited to its United States business, and may cerff{¢ commissioner shall return the memorandum to the insurance
the amount of any such reserves, specifyinqitbeality table or company The memorandum shall not be considexedcord of
tables,rate or rate®f interest and methods (net level premiunﬁhe commissiones office.
methodor other) used in the calculation of such reserves. In-calcu 3. If an insurance company fails to provide a supporting-mem
lating suchreserves, the commissioner may use group methasteandumto the commissioner upon requesithin the period
andapproximate averages for fractions of a year or othendiise. specifiedby rule, orif the commissioner determines that the-sup
lieu of the valuation of the reserves herein required of any foreigarting memorandum provided by an insurance company fails to
or alien companythe commissioner may accept any valuatiomeetthe standards prescribed hye or is otherwise unaccept
made,or caused to be made, by the insurance supervisficiabf able, the commissioner may retain a qualified actuaryhat
of any state or othgurisdiction when such valuation compliesexpenseof the insurance company review the opinion required
with the minimum standard herein provided and if tHiziad of undersubd.1. and the basis for the opinion and to prepare such
suchstate or jurisdiction accepts asfaiént andvalid for all supportingmemorandum as the commissioner requires.
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(c) The following provisions apply to an opinigequired (am) For policies under pr) issued on or after the operative
underpatr (a) or (b): dateof s.632.43 (6m)

1. The opinion shalapply to all business in force, including 1. The commissioners 1980 standard ordinary mortality
individual and group health insurance plansfanm and sub table;
stanceacceptable to the commissioner as specified by rule. 2. Atthe election of the company for any one or more speci
2. The opinion shall be based on standards adopted from tifieel plans of life insurance, the commissioners 1980 standard
to time by the actuarial standardsard established by the Ameri ordinary mortality table with 10-year select mortality factors; or
canacademy of actuariesd on such additional standards as the 3. Any ordinary mortality table adopted after 1980 by the

commissionemay by rule prescribe. National Association of Insurance Commissioners, that is
3. In the case of an opiniorquired to be submitted by afor approvedby rule adopted by the commissioner for use in deter
eignor alien companythe commissioner may accept the opiniomining the minimum standard of valuation for those policies.
filed by that company with the insurance supervisofiiaf of (b) For all industrial life insurance policies issued on the-stan
anotherstate if the commissioner determines that the opinion re@rdbasis, excluding any disability and accidental death benefits
sonablymeets the requirements applicable to a company-dong those policies, the 1941 standard industrial mortality table for
ciledin this state. thosepolicies issued before thperative date of 32.43 (6) (c)

(d) Except for fraud or willful misconduct, a qualified actuanandfor those policies issued on or after the operative dase of
may not be held liable for damages to any person other than 682.43(6) (c) the commissioners 1961 standard industrial mortal
insurancecompany or the commissioner for any act, ewaoris ity table or any industrial mortality table adopted after 1980 by the
sion, decision or conduct with respect to@sinion required under National Association of Insurance Commissioners, that is
this subsection. approvedby rule adopted by the commissioner for use in deter

(e) The commissioner shall Specify by rule any discip"narmlnlng the minimum standard of valuation for those pOIICIeS.
actionthat the commissioner may take against an insureomoe (c) For individual annuity and pure endowment contracts,
pany or a qualified actuary relate@d any of the requirements excludingany disability and accidental death benefits in qaath
underthis subsection. icies— the 1937 standard annuity mortality tableadithe option

() 1. The commissioner shall keep confidential any memora the companytheannuity mortality table for 1949, ultimate, or
dumin support of, and any other material provided by an insu@ny modification of eitheof these tables approved by the eom
ancecompany to the commissioner in connection with, an opiniéf!SSIoner.
requiredunder this subsection. Any such memorandum or other(d) For group annuitand pure endowment contracts, exelud
materialmay not be made public and may notsibject to sub  ing any disability and accidental death benefits in such policies —
poenaexcept for the purpose of defending an action seeking dattme group annuity mortality table for 1951, any modification of
agesfrom any person on accousftan act required under this sub suchtable approved by the commissionar at the option of the
sectionor required by a rule authorized or required under thi®mpanyanyof the tables or modifications of tables specified for
subsection. individual annuity and pure endowment contracts.

2. Thecommissioner may release any such memorandum or(e) For total and permanedisability benefits in or supple
othermaterial with the writteirwonsent of the insurance companymentaryto ordinary policie®r contracts issued on or after Janu
or to the American academy of actuaries upon its requdst if ary 1, 1966, the tables of Period 2 disablement rates and the 1930
memorandunor other material is required for professiodisici  to 1950 termination rates of the 1952 disability study oftiwety
plinary proceedings and if theequest sets forth procedures thabf actuaries, with regard to the type of benefit, or any tablés-of
aresatisfactory to the commissioner for preserving the corfidemblementrates andermination rates adopted after 1980 by the
tiality of the memorandum or other material. National Association of Insurance Commissioners, that are

3. A memorandum loseiss confidentiality if the insurance approvedby rule adopted by the commissioner for use in deter
companycites any portion of the memorandum for marketing ~ Mining the minimum standard of valuation for those policies; for
posesor before any governmental agency other than a state inQQ'lCIESOI’ Contract_s issued on or after January_l, 1961 and before
ance department or if the insurance compaisases any portion Januaryl, 1966, either those tables at the option of the com
of the memorandum to the news media. pany,the Class (3) disability tabl@926); and for policies issued

2) Exceptas provided in subg2a)and(2m), the minimum beforeJanuary 1, 1961, the Class (3) disability table (1926). Any
sta(nc)iardor t?\e ve?luatiorof all such policies and contracts issueguchtable shall, for active lives, be combinetth a mortality
prior to the efiective date of this section [see s(®).and s632.43 ablepermitted for calculating the reserves for life insurance poli
(9)] shall be that provided by the laws ifieet immediately prior ©'€S: _ o _
to such date. Except as provided in s@ba)and(2m), the mini ~ (f) For accidental death benefits insupplementary to peli
mum standard for the valuation afl such policies and contractsCiesissued on or after JanuarylB66, the 1959 accidental death
issuedon or after the &ctive date of thisection shall be the cem benefits table or any accidental death benefits table adopted after
missionergeserve valuation methods defined in s8sto(4m) 1980by the National Association of Insurance Commissioners,
and(7), with 3-1/2% interest, or in the case of policies and cothatis approved by rule adopted by the commissioner foiruse
tracts,other than annuitgnd pure endowment contracts, issue@eterminingthe minimum standard of valuatifor those policies;
on or after June 19, 1974, and prior to November 8, 1977, 4® policies issued on or after Janudryl961 and before January
interest,and for policies issued on or after Novembed 877, 1,1966, either that table,at the option of the compartiie inter
4.5%interest and the following tables: company double indemnity mortality table; and fqolicies

; . P ; issuedbefore January 1, 1961, the intercompany double indem
(2) For all ordinary policies of life insurance issued on the Staﬁgy mortality table. Either table shall be combined with a mortal

dardbasis, excluding any disability and accidental death bene c - P
in those policies, the commissioners 1941 standard ordin%.table permitted for calculating the reserves for life insurance

mortality table for those policies issued before the operative d&g/icies- o o _

of 5.632.43 (6) (h)andthe commissioners 1958 standard ordinary (9) For group life insurance, life insurance issued on the sub
mortality table for those policies issued on or after the operati§éandardbasis and other special benefits, such tatesiay be
dateof 5.632.43 (6) (bynd before the operative date 08632.43 approvedby the commissioner

(6m). For any category of those policies issued on female risks all(2a) Exceptas provided in sulf2m), the minimum standard
modified net premiums and present values referred to in this séar the valuatiorof all individual annuity and pure endowment
tion may be calculated according to an age not more than 6 yeamstractsissued on or after theperative date of this subsection,
youngerthan the actual age of the insured. asdefined in sub(2b), and for all annuities and pure endowments
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purchasedn or after that operative date under group annuity and b. For annuities anduaranteed interest contracts with cash
pure endowment contractshall be the commissioners reserveettlementoptions, the number of years for which the contract
valuationmethods defined in sub@) to (4m) and the following guaranteegnterest rates in excess of tt&lendar year valuation

tablesand interest rates: interestrate for life insurance policies with a guarantee duration

(@) For individual annuity and pure endowment contrac& more than 20 years.
issuedprior to November 8, 1977, excluding any disability and c. For annuities and guaranteed interest contracts without
accidentaldeath benefits in such contracts — the 1@dividual cashsettlement options, the number of years from the dassa#
annuitymortality table,or any modification of this table approvedor date of purchase to the date annaityuaranteed interest bene
by the commissioneand 6% interest for single premium immedifits are scheduled to begin.
ate annuity Contl’aCtS, and 4% interest fOl’ a” Othel' indiVidUal 3. “I” means the applicable calendar year valuation interest

annuityand pure endowment contracts. ratedetermined under p&k), rounded to the nearest 0.25%.

(b) For individualsingle premium immediate annuity éon 4 “|ssue year basis” means a valuation basis under which the
tractsissued on or after Novemb@y1977, excluding any disabil jnterestrate used to determine the minimum valuation standard
ity and accidental death benefits in those contracts, theid@i71 for the full duration of the annuity or guaranteed interest contract
vidual annuity mortality tabler any individual annuity mortality is the calendar yearaluation interest rate for the year of issue or
tableadopted after 1980 by the National Associatiomsfirance yearof purchase of the annuity or guaranteed interest contract.
Commissionersthat is approved by rule adopted by the coramis 5. “Moody’s monthlyaverage” means the corporate bond

sionerfor use in determining the minimum standardafuation . .
for those contracts or any modification of either table approved 'fz(lad .r;,"f nthly average, as published by Moosiyhvestors Ser

the commissionerand 7.5% interest. For other individual annuity . R .

and pure endowment contracts issued on or after Novedper 6. “Plan type A” means a policyholder may:

1977, excluding any disability and accidental death benefits in a. Withdraw funds with an adjustment to reflect changes in
thosecontracts, the 1971 individual annuity mortality table or aripterestratesor asset values since receipt of the funds by the-insur
individual annuity mortality table adopted afté®80 by the ancecompany;

National Association of Insurance Commissioners, that is b. Withdraw funds withoutdjustment in installments over 5
approvedby rule adopted by the commissioner for use in deteyearsor more;

mining the minimum standard of valuation for those contracts, or ¢ wjthdraw funds as an immediate life annuity; or

any modification of either table approved by the commissioner d. Not withdraw funds.

and5.5% interest for single premium deferred annuity and pure

endowmentcontracts and 4.5% interest for all other individual . /- Plan type B” means that a policyholder is subject to any
annuityand pure endowment contracts. of subd.6. a, b. ord. At the end of the interest rate guarantee,

i, : dsmay be withdrawn without thedjustment under sub@l. a.
(c) For all annuities and pure endowments purchased prlor.fxga single sum or installments over less than 5 years.

November8, 1977, undegroup annuity and pure endowment ) y . )

contractsexcluding any disability and accidental deb#nefits 8. “Plan type C” means a policyholder may withdraw funds

purchasedinder such contracts — the 19jtbup annuity mortal beforethe end of the interest rate guararite@ single sum or

ity table, or any modification of this table approved by the-corffiStallmentsover less than 5 years without the adjustnueter

missionerand 6% interest. subd.6. a.or subject to a fixedurrender chge stipulated in the
(d) For all annuities and pure endowments purchased Oncgptrac}ai a percentage of f[he fund. )

after November 8, 1977, under group annuity and pure endow. 9. “R” means the applicable reference interest rate -deter

ment contracts, excluding any disability and accidental deafinedunder par(f).

benefitsin those contracts, the 1971 group annuity mortality table 10. “R1” means the lesser of R and 0.09.

or any group annuitynortality table adopted after 1980 by the 11. “R2” means the greater of R and 0.09.

National Association of Insurance Commissioners, that is 12 “w" means the applicableeighting factor determined
approvedby rule adopted by the commissioner for use in detetﬁnderpar (©).

mining the minimum standard of valuation for those annuities and
pureendowments, or any modification of either table approved QK
the commissionerand 7.5% interest.

(2b) After June 19, 1974, any company may filith the com I o .
missionera written notice of its election to comply with s{®a) the cl). el_rg?i\l/gs(ljjggcoef %%I'ch; '(%Sr;?d ircalendar year on or after
aftera specified date before January 1, 1979, which shalée P o e k .
operativedate of sub(2a)for such companyut a company may . 2 Individual annuity and pure endowment contracts issued
electa different operative date for individual annuity amare  in @ calendar year after 1982.
endowmentontracts from that elected for group annuity o 3. Annuities and pure endowments purchased in a calendar
endowmentontracts. If a company makes no such election, tiiear after 1982 under group annuity and pure endowmernt con
operativedate of sub(2a) for such company shall be January 1tracts.

1979. 4. The net increase in a calendar year after 198&niounts

(2m) (a) In this subsection: held under guaranteed interest contracts.

1. “Change in fund basis” means a valuation basis under(c) 1. For life insurance, | = 0.03W (R1 - 0.03) + W/2 (R2
which the interest rate used to determine the minimum valuatierd.09).
standarcapplicable to each change in the fund held under an annu 2. For single premiunimmediate annuities and for annuity
ity or guaranteed interest contract is tagendar year valuation penefitsinvolving life contingencies arising from othannuities
interestrate for the year of the change in the fund. with cashsettlement options and from guaranteed interest con

2. “Guarantee duration” means: tractswith cash settlement options, | = 0.03 + W (R - 0.03).

a. For life insurance, the maximum number of years the life 3. Except as provided under sudd.for annuities with cash
insurancecan remain in force on a basis guaranteed in the polisgttiementoptions and guaranteed interest contracts with cash
or under options to convert to plans of life insurance pimium  settlemenbptions, valued on an issue year basis and having guar
rates,nonforfeiture values or both which are guaranteed in th@teedurations greater than 10 years, | = 0.03 + W (R1 - 0.03) W/2
original policy. (R2-0.09).

(b) Except as provided in pdd), the formulas under p&r)
allbe used in determining the minimum standard for the valua
tion of all of the following:
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4. Except as provided under sudd.for annuities with cash settlementoptions, valued on an issyear basis and having a
settlementoptions and guaranteed interest contracts with cagbaranteeluration in excess of 10 years, the reference interest is
settlemenbptions, valued on an issue year basis and having guék lesser othe average over a period of 36 months and the aver
anteedurations not exceeding 10 years, | = 0t0& (R - 0.03). ageover a period of 12 months, ending on June 30 of the calendar

5. For annuities with no cash settlement options and for gusiearof issue or purchase, of Moodymonthly average.
anteednterest contracts with no cash settlement options, I = 0.03 4. Except as provided under sulid.for annuities with cash

+W (R -0.03). settlementoptions and guaranteed interest contracts with cash
6. For annuities with cash settlememptions and guaranteedsettlementoptions, valued on an issyear basis and having a
interestcontracts wittcash settlement options, valued on a changgiarantealuration of 10 years dess, the reference interest rate
in fund basis, | = 0.03 + W (R - 0.03). is the average over geriod of 12 months, ending on June 30 of
(d) Notwithstanding paxc) 1, if the calendar year valuation the calendaryear of issue or purchase, of Moaglyonthly aver
interestrate determined under p#ée) 1. differs from the corre age.
spondingactual rate for similar policies issued in the immediately 5 For annuities with no cash settlement options and for guar
pr_ecgdlng:alendar year by less t_han 0.5%, ¢thkendar year valu anteednterest contractwith no cash settlement options, the ref
ation interest rate for those policiestise corresponding actual ¢ encanterest rate is the average over a period of 12 months, end

ratefor the immediately preceding calendar yelgor purposes of g on june 30 of thealendar year of issue or purchase, of
this paragraph, the calendar year valuation interest rate for p ode’s monthly average '

ciesissued in 1980 shall be determined using the reference interes

rate for 1979 and shall be determined under this paragraph for sup 8- Except as provided under suld.for annuities with cash
sequentalendar years notwithstandings82.43 (6m) settlementoptions and guaranteed interest contracts with cash

(e) 1. For life insurance having a guarantee duration of: Settlémenoptions, valued on a change in fund basisreference
a. Not more than 10 years, the weighting factor is 0.50 interestrate is the average over a period of 12 months, ending on

- June30 of the calendar year of the change in the fund, of Meody’
b. More than 10 years and not more than 20 years, the weiglibnthly average.

ing factor is 0.45. N . (9) If Moody’s monthlyaverage is no longer published, or if
c. More than 20 years, the weighting factor is 0.35. the nationalassociation of insurance commissioners determines
2. For single premium immediate annuities and anrbgétye  that Moody's monthlyaverage is no longer appropriate for the
fits involving life contingencies arising from other annuité®  geterminatiorof the reference interest rate, an alternative method
cashsettlement options and guaranteed interest contracts Wi getermination of the reference interest rate, which is adopted
cashsettlement options, the weighting factor is 0.80. by the National Association of Insurance Commissioners and

3. Except as provided in suli, for annuities and guaranteedapprovedby rule adopted by the commissionenay be substi
interestcontracts valued on an issue year basis and having-a gyaed.

anteeduration of: o _ (h) A company may elect to value guaranteed inte@stracts

a. Not more than 5 years, the weighting factor is 0.80 for plgith cash settlement options and annuities with cash settlement
type A, 0.60 for plan type B and 0.50 for plan type C. optionson anissue year basis or a change in fund basis. Guaran
_b. More than 5 years and not more than 10 years, the weigkdinterest contracts with no cash settlement optionsotimet
ing factor is 0.75 for plan type A, 0.60 for plan type B and 0.50 f@hnuitieswith no cash settlement options must be valued on an
plantype C. issueyear basis.
~ ¢. More than 10 years amibt more than 20 years, the weight (3) Exceptas provided in sub&m)and(7), reserves accord
ing factoris 0.65 for plan type A, 0.50 for plan type B and 0.45 fqfq to the commissioners reserve valuation method, for the life
plantype C. o _ insuranceand endowment benefits of policies providing foma

d. More than 20 years, the weighting factor is 0.45 for plag8rm amount of insurance amdquiring the payment of uniform
type A and 0.35 for plan types B and C. premiumsshall be the excess, if aryf the presentalue, at the

4. Except as provided in suldl, for annuities and guaranteeddateof valuation, of such future guaranteed benefits provided for
interestcontractsralued on a change in fund basis, the weightingy such policies, over the then present value of any future-modi
factoris that specified under sulfgl.increased by 0.15 for plan fied net premiums thereforThe modified nepremiums for any
typeA, 0.25 for plan type B and 0.05 for plan type C. suchpolicy shall be such uniform percentage of the respective

5. Except as provided under sudd.for annuities and guar contractpremiums for such benefits that the present value, at the
anteednterest contracts valued on an issue year basis, other tHateof issue of the poligyof all such modified net premiums shall
thosewith no cash settlement options, which do not guarantggequal tothe sum of the then present value of such benefits pro
intereston considerations received more than one yeariafi#¢ vided for by the policy and the excess of [aj over par(b), as
or purchaseand for annuities and guaranteed interest contra¢gfiows:
valuedon a change in fund basis which do not guarantee interes
rateson considerations received mahan 12 months beyond the
valuationdate, the weighting factor is thspecified under subd.
3.0r4. increased by 0.05 for plan types A, B and C.

ka) A net level annual premium equal to the present value, at
the date of issuepf such benefits provided for after the first policy
year,divided by the present value, at the date of issue, of an annu

. ) . ity of one per year payable on the first @ath subsequent anni
(f) 1. For life insurance, the reference interest rate is the le per year pay q

fih iod of 36 th dth saryof such policy on which a premium falls due; provided,
of the average over a period o months and the average Ovt?‘nrif‘such net level annual premium shall not exceed the net level

periodof 12 months, ending on June 30 of the calendar year n : B : .
precedingthe year of issue, of Moodymonthly average. Sﬁ ual premium on the 19-year premium whole I!fe plan for
. - ) . ._insuranceof the same amount at an age one year higher than the
2. For single premiunimmediate annuities and for annuity. ; ;
n o= T ! ' . L age at issue of such policy
benefitsinvolving life contingencies arising from othannuities A um f h benefi ided
with cash settlement options and guaranteed interest contractd?) A netone-year term premium for such benefits provide
with cash settlement options, the reference interest rate is the al®rn the first policy year
ageover a period of 12 months, ending on June 30 of the calendaf3m) (a) In this subsection:
yearof issue or year of purchase, of Moalyonthly average. 1. “Assumed ending dateheans the first policy anniversary
3. Except as provided under suBd.for annuities with cash on which the sum of any endowmédranefit and any cash surren
settlementoptions and guaranteed interest contracts with cadérvalue then available is greater than the excess premium.
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2. “Excess premium” means tlanount by which a contract  (5) (a) In no event may a comparmyaggregate reserves for all
premiumin the first policy year exceeds the contract premium life insurance policies, excluding disabiléyd accidental death
the 2nd policy year benefits,issued on or after thefeétive dateof this section, be less

(b) Except as provided under s(iB), any life insurance policy than the aggregate reservesiculated in accordance with the
issuedon or after January 1, 1984, for which no comparable-berigethodset forth in subg3) to(4m) and(7) and the mortality table
fit is provided in the first year for an excess premium and whi€ktables and rate or rates of interest used in calculating nonforfei
providesan endowment benefit or a cash surrender value ofure benefits for such policies.
combinationof both in an amount greater than the excess pre (b) In no event may a compasyaggregate reserves for di-
mium, the reserve according to the commissioners reserve-valigges, contracts and benefits be less than the aggregate reserves
tion method as of any policy anniversary occurramgor before determinedoy a qualified actuary in an opinion under s{ilm)
theassumed ending date is the greater of the resarttet policy (b) 1.to be necessary to make adequate provision for the eompa
anniversarycalculated under sul§3) and the reserve on thatny’s obligations under the policies and contracts.
policy anniversary calculated under s(&).subject to the follow (6) Reservedor all policies and contracts issued prior to the
ing computational assumptions: effectivedate of this subsection may be calculated, at the option

1. The value defined in suf8) (a)is reduced by 15% of the of the companyaccording to any standards that produce greater
amountof the excess premium. aggregatereserves for all such policies and contracts than the

2. All present values of benefits and premiums are determin@nimum reserves required by the laws ifeet immediately

without reference to premiums or benefits provided bypihieey ~ Prior to such date. Reserves for any category of policies, contracts
afterthe assumed ending date. or benefits as established by the commissidrsued on or after

tlaﬁ effective date of this subsection, may be calculated, at the
endowment. option of the companyaccording to any standards that produce
4. Th s d | ided on th d d.areateraggregate reserves for such category than those calculated
1 he casfsurrender value provided on the assumed endigeq dingto the minimum standard herein provided, but the rate
dateis an endowment benefit. _ or rates of interest used for policies and contracts, otheatiran
~ (€) In making the comparison under [ the mortalityand ity and pure endowment contracts, shall not be higher than the cor
interestbases stated in sulf) and(2m) shall be used. respondingate or rates of interessed in calculating any nonfor
(4) Reservesaccording to theommissioners reserve valua feiture benefits provided for therein. Any such company that at
tion method for the following shall be calculated by a method coanytime has adopted arsgandard of valuation producing greater
sistentwith the principles of sub(3), except that any extra pre aggregateeserves than those calculated according to the mini
miums chaged because of impairments or special hazards shallm standarcherein provided mayvith the approval of the com
be disregarded in the determination of modified net premiumsmissioner,adopt any lower standard of valuation, but not lower
(a) Life insurance policies providing for a varying amount cthanthe minimumherein provided. For the purposes of this-sub
insuranceor requiring the payment of varying premiums. section,holding any additional reserves tlayualified actuary
(b) Group annuity and pure endowment contraetshased [N @n opinion under suélm) (b) 1, determined to be necessary
undera retirement plan or plan of deferred compensation, est4 Make adequate provision for the compargbligations under
lished or maintained by an employéncludinga partnership or epolicies and contracthall not be considered the adoption of
sole proprietorship, or by an employeaganization, or by both, &higher standard of valuation. _
otherthan a plan providing individual retirement accounts orindi  (7) () If in anycontract year the gross premium gjeat by
vidual retirement annuities under secti4®8 of the internal reve  anylife insurance company on any policy or contract is less than
nuecode, as amended. the valuationnet premium for the policy or contract calculated by

c) Disability and accidental death benefits in all policies arf§e method used in calculating its reserve but using the minimum
cor(ltr)acts. y P valuationstandards of mortality and rate of interest under §2ps.

(d) Al other benefitsexcept life insurance and endoWmeng‘nd(Zm), the minimum reserve required for the policy or contract

3. The policy matures on the assumed ending date as

el e ; : hallbe the greater of either theserve calculated according to the

benefitsin life insurance policies and benefits provided by afl,; (5)ity table,rate of interest, and method actually used for the
otherannuity and pure endowment contracts. policy or contract, or the reserve calculatedtsy method actually

(4m) This subsection applies to all annuity and pure erdoyysedfor the policy or contract but using the minimum valuation
mentcontracts other than group annuity gutle endowment cen  standardsf mortalityand rate of interest under suf.and(2m)
tractspurchased under a retirement plan or plan of deferred coghdreplacing the valuation net premium by the actual gross pre
pensation, established or maintained by an employ&uding a  mjum in each contract year for which the valuation net premium
partnershipor sole proprietorship, or bgn employee ganiza- exceedshe actual gross premium.
tion, or by both, other than a plan providing individual retirement (b) 1. In this paragraph, “excess premium” means the amount

accountsor individual retirement annuities under sectid8 of : P s :
: . by which a gross premium in the first policy year exceeds the gross
the Internal Revenue Code. Reseraesordingto the commis premiumin the 2nd policy year

sionersannuity reserve method for benefits undenuity or pure 5 Ifalifei oy i d frer J 1 1984

endowmentcontracts, excluding anglisability and accidental . a |e|nsurank;:|e Eo 'C{(.'S.S“?] ?.” ora e; anuary ., ,

deathbenefits in such contracts, shalltbe greatest of the respec Providesno comparable benefit in the first year for an expess
faum and provides an endowment benefdsh surrender value

tive excessesf the present values, at the date of valuation, of t . X -
L both in an amount greater than the excess premium, the mini
mumreserve at each policy anniversary is the greater of the mini

tive contract yearover the present value, at the date of valuatioflum reserve under subi) to(4) and the minimum reserve under
of any future valuation considerations derived from future groB&"(2) _ _
considerations required by theterms of such contract, that 3. For purposes of pgr), the method used in calculating the
becomepayable prior to the end of such respective contract yegserveof a policy under sub@. is specified under sub@) to(4).

The future guaranteed benefits shiadl determined by using the (c) If a plan of life insurance provides for future determination
mortality table, if anyand the interest rate specified in such-corof premiums based on recent estimates of future experience avail
tractsfor determining guaranteed benefits. The valuatmmsid ableat the time of the determination, or if the minimum reserves
erationsare the portions of the respective grassisiderations for a plan of life insurance or an annuity cannot be determined
appliedunder the terms of such contracts to determordorfet  undersubs.(3) to (4m) and this subsection, the commissioner
ture values. shall by rule adopt a method for determining the minimum
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reservedor the planor annuity A rule adopted under this para rule minimumratios for the compulsory surplus in relation to any
graphshallspecify a method consistent with the principles of thilevantvariables, including the following:
sectic_)nand appropriate in rele_ttion tbe benefits and pattern of  (a) Amounts at risk;
premiumsfor the plan or annuity (b) Premiums written or premiums earned;
(8) This section shalbecome déctive on the same date as (¢ Ljabilities;
doess.632.43 The provisions of this section shall supersaltie (d) Equity investments of all or certain kinds in combination

provisionsof law inconsistent or in conflict therewith. : :
History: 1973 c. 3031977 c. 153s.2, 4, 6; 1977 ¢.273 1977 c. 33%s.17, 44; with any of the variables under pa(s) to (C)

Stats.1977 s. 623.061979 c. 105s.60 (13) 1981 c. 30%s.1x t06, 13, 1989 a56; (8) HEALTH MAINTENANCE ORGANIZATION INSURERS. The
1993a. 490 1995 a. 3961999 a. 852001 a. 103 amountof compulsory surplus required of a health maintenance
Cross-reference: See also chins 50 Wis. adm. code. organizationinsurer is the amount provided in6€9.97
History: 1971 c. 2601979 c. 1021989 a. 23
623.11 Amount of compulsory surplus. (1) DETERMINA- NOTE: Chapter 260, laws of 1971which created this chapter of the statutes,

TION OFAMOUNT. Except as provided in su{3), thecommissioner containednotes explaining the evision.

shall, when necessargetermine the amount of compulsory-sur

plusthat an insurer is required to have in order not to be financia‘ﬁﬁS-12 Amount of security surplus. The Securit3sourplus
hazardousinder s645.41 (4) as an amount that will provide rea Shall be seby the commissioner betweed(b6b and 140% of the

sonablesecurity against contingenciesfeafing the insures compulsorysurplus. In setting the figure the commissioner may

financial position that are not fully coverday reserves or by rein considersuch factors as tteize of the insureits recent experi
ence the volatility of the lines of insurance in whittlengages and

surance.
(a) Types of contingencies. The commissioner shall considera?ilsct)g1 _er relevant factors.
X y: 1971 c. 260
therisks of:
1. Increases in the frequency or severity of losses beyond @#8.15 Fraternal rates and reserves. (1) NONRESERVE
levelscontemplated by the rates ched,; FRATERNALS. (&) In this subsection, “owner” means the owner of
2. Increases in expenses beyond those contemplated by@@licy or certificate issued by a fraternal in accordance svith
rateschaged; 614.10

3. Decreases in the value of or the return on invested assetéP) A fraternal may be ganized for the transaction of business
belowthose planned on; on a plan set forth in the contract whiphovides for siffcient

4. Changes in economic conditions Id make liquidity contributionshy each owner ieach year to pay the owieshare

moreimportant than contemplated and would force untimely sag z;ggd%%ggrld?r? attr(; 2g'mns]0?g:?te i/;&retgrm:g\%z?ﬁ/: r;((:)erznp:i)s/ments
of assets or prevent timely investments; 9 y y P

i . . __sioner,without any reserve, or with such reseagemay accumu
5. Currency devaluation to which the insurer may be subjegiie from overpayments aidividual owners, in which case each

and _ ) o ) ‘ownershall each year be informed of the ows@reditand of the
6. Any other contingencies the commissioner can identigostof the owne's insurance.
which may afect the insurés operations. (2) RatEs. Every fraternal shall collect regular premiums for

(b) Controlling factors. In making the determination undereachcoverage it provides at adequate ratesahatpproved by
this subsection, the commissioner shall take into account the fthle commissioner or conform tstandards set in rules promul

lowing factors: gatedby the commissioner
1. The most reliable information available as to the magnitude (3) Reserves. The reserves of fiaternal are subject to the
of the various risks under p#a); samerequirements as those of @11 insurers writing the same

2. The extent to which the risks in péa) are independent of coverageexcept that the commissioner may authottfieeuse of

eachother or are related, and whether any dependency is direcs@ifable fraternal mortality tables or other appropriate tables
inverse; insteadof the tables used by cdl1insurers.

: : ; : . History: 1975 c. 373421; 1989 a. 3361997 a. 177
3. The insuréss recent history of profits or losses; Cross—reference- See also dns 1.01 Wis. adm. code.

4. The extent to whiclthe insurer has provided protection Legislative Council Note, 1975:Sub. (1) continues s. 208.18 with a change from

i i ies i i specified mortalitytable to one approved by the commissioenonreserve soci
againstthe contingencies in other ways than the estabIIShmemgty can be perfectly sound actuarially and should be permitted if it is. The natural

surplus,including redundancy of premiumesjustability of con  premiumbasis contemplated by this section is sound but not very attractive in the

tractsunder their terms; investmenaluation reserves whethermarket.

voluntaryor mandatory; appropriate reinsurance; the usmoef  Sub.(2) continues in simplified form the provisions of s. 208.15 (1) and (2).

servativeactuarial assumptions to provide a giarof security; 64§Eb.(3) much simplifies ss. 208.09 (2) (b) and (c) and 208.15 (4) and (5). [Bill

reserveadjustments after rate increases for policies written at ear

lier and less adequate rates; contingency or catastrophe reseBZ821 Adjustment of reserves. The commissioner may

diversificationof assets and underwriting risks; orderan insurer to adjusts reserves if they do not bear an appro
5. Independent judgments tfe soundness of the insuger priaterelationship to its obligations.

operations,as evidenced by the ratings of reliable professionalHistory: 1973 c. 293

financial reporting services; and 623.34 Accounting for repurchased shares. When a
6. Any other relevant factors. corporationacquires its own shares unde1.34or in any other

(2) RuLes. Except as provided in suf8), the commissioner way, the acquired shares shall be accounted for dedaction
may, subject to adjustment to the circumstances of individuftbm capital and not as assets.
insurersin accordance with the factors in s(d). (b), establish by  History: 1979 c. 102
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