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CHAPTER 623
INSURANCE — ACCOUNTING AND RESERVES

623.01  Applicability. 623.11  Amount of compulsory surplus.
623.02  Standards for 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 ss. 600.03 and 628.02. legal purposes the certificate of valuation of the commissioner

Cross Reference:See also chs. Ins 41, 50, 51, 52, and 55, Wis. adm. code. Wher) _SUCh certificate states the valu_ation to have been made in a
623.01 Applicability.  Except as otherwise provided, thisspecified manner according to which the aggregate reserves

chapter and the rules promulgated under it apply to all insurdf@uld be ateast as large as if they had been computed in the man-
authorized to do business in this state. ner prescribed by the law of that state or jurisdiction.

History: 1979 c. 102. (Im) (@) 1. For each year ending on or after Decem-
Cross Reference:See also s. Ins 3.17, Wis. adm. code. ber 31, 1996, every life insurance company doing busindsisin
state shall submit to the commissioner, with its annual statement
) ) o . due by March 1 of the following year, an opinion by a qualified
gating accounting rules, the commissioner shall consider recolfy,ary as to whether the reserves and related actuarial items held

mendations made by the National Association of Insurance Coflignhort of the policies and contracts specified by the commis-
missioners, generally accepted accounting principles both in tgnar by rule satisfy all of the following:

insurance industry and outside it, the requirements of the law andna Thev are computed aporo riatell
the needs of regulation, including detection of insolvency, and the ™™ y P pprop Y-

623.02 Standards for accounting rules. When promul-

needs for information of insureds, investors, and the public. . P- They are based on assumptions that satisfy contractual pro-
History: 1973 c. 293. ) visions.
Cross Reference:See also ch. Ins 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 Reference Bureau for Chapter 293, laws of 1973. 2. The commissioner shall by rule specify in detail the nature

623.03 Valuation of assets. The commissioner shall pro-%ghe information required in the opinion under subd. 1. and may

; rule require any additional information that the commissioner
mulgaterules for the valuation of assets to be reported on the st fermines is necessary to the scope of the opinion.
ments submitted under s. 601.42 (1g) (a) as well as for other put- .
poses. The commissioner may specify that certain classes of?) 1. Everylife insurance company not exempted by rule shall
assets shall be valued at zero or given a nominal value, and whét!de with the opinion required under par. (a) the opinion of the

necessary to achieve the purposes of this section may specify%'la”ﬁed actuary as to whether the reserves and related actuarial
ferent bases of valuation for different purposes. itemsheld in support of the policies and contracts specified by the

History: 1973 c. 293; 1979 c. 102 s. 236 (7); 1987 a. 247. commissioner by rule, when considered in light of the assets held
Cross Reference:See also ch. Ins 50, Wis. adm. code. by the company with respect to the reserves and related actuarial
) o o items, including but not limited to the investment earnings on the
623.04 Valuation of liab ilities. The commissioner shall pro- assets and the considerations anticipated to be received and
mulgate rules specifying the liabilities required to be reported Bytained under the policies and contracts, make adequate provi-
insurers irthe financial statements submitted under s. 601.42 (Igdn for the company’s obligations under the policies and con-
(a) and the methods of valuing them. In the case of life insurafggets, inaliding but not limited to the benefits under and expenses
such methods shall be consistent with s. 623.06. associated with the policies and contracts. The commissioner
History: 1973 c. 293; 1977 c. 153 s. 6; 1977 ¢. 339 s. 44; 1987 a. 247. may by rule provide for a transition period for an insurance com-
Cross Reference:See also ch. Ins. 50 and s. Ins 3.04, Wis. adm. code. X . e
pany to establish any higher reserves that the qualified actuary
623.06 Standard valuation law. (1c) In this section, determinesre necessary to make adequate provision for the com-
“qualified actuary” means a member in good standing of tik&ny’s obligations under the policies and contracts.
American academy of actuaries who meets any other require- 2. An insurance company that is required to submit an opinion
ments that the commissioner may by rule specify. under subd. 1. shall have prepared by the qualified actuary who
(1f) The commissioner shall annually value, or cause to Fenders the opinion a memorandum in support of the opinion
valued, the reserve liabilities (hereinafter called reserves) for @nder subd. 1. The commissioner shall specify by rule the form
outstanding life insurance policies and annuity and pure endo¥ad content of the memorandum. The insurance company shall
ment contracts of every life insurance company doing businesfavide the memorandum to the commissioner, at the commis-
this state, except that in the case of an alien company, such va$iner’s request, for his or her examination. After examination,
tion shall be limited to its United States business, and may certf{¢ commissioner shall return the memorandum to the insurance
the amount of any such reserves, specifying the mortality tablec§mpany. The memorandum shall not be considered a record of
tables, rate or rates of interest and methods (net level preml’ih}ﬁ commissioner’s office.
method oiother) used in the calculation of such reserves. In calcu- 3. If an insurance company fails to provide a supporting mem-
lating such reserves, the commissioner may use group metho@sdum to the commissioner upon request within the pspied
and approximate averages for fractions of a year or otherwise.cified by rule, or if 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 company, the commissioner may accept any valuatioeet the standards prescribed by rule or is otherwise unaccept-
made, or caused to be made, by the insurance supervisory offiatdle, the commissioner may retain a qualified actuary at the
of any state or other jurisdiction when such valuation compliegpense of the insurance company to review the opinion required
with the minimum standard herein provided and if the official afnder subd. 1. and the basis for the opinion and to prepare such
such state or jurisdiction accepts as sufficient and valid for alipporting memorandum as the commissioner requires.
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(c) The following provisions apply to an opinion required (am) For policies under par. (a) issued on or after the operative
under par. (a) or (b): date of s. 632.43 (6m):

1. The opinion shall apply to all business in force, including 1. The commissioners 1980 standard ordinary mortality
individual and group health insurance plans, in form and suible;

stance acceptable 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 tiiee plans of life insurance, the commissioners 1980 standard
to time by the actuarial standards board established by the Amerdinary mortality table with 10-year select mortality factors; or

can academy of actuaries and on such additional standards as thg.  Any ordinary mortality table adopted after 1980 by the
commissioner may by rule prescribe. National Association of Insurance Commissioners, that is
3. In the case of an opinion required to be submitted by a fapproved by rule adopted by the commissioner for use in deter-
eign or alien company, the commissioner may accept the opiniaming the minimum standard of valuation for those policies.
filed by that company with the insurance supervisory official of (b) For all industrial life insurance policies issued on the stan-
another state if the commissioner determines that the opinion 1@grd basis, excluding any disability and accidental death benefits
sonably meets the requirements applicable to a company dofithose policies, the 1941 standard industrial mortality table for
ciled in this state. those policies issued before thgerative date of s. 632.43 (6) (c),
(d) Except for fraud or willful misconduct, a qualified actuarynd for those policies issued on or after the operative date of s.
may not be held liable for damages to any person other than &82.43(6) (c) the commissioners 1961 standard industrial mortal-
insurance company or the commissioner for any act, error, omiig-table or any industrial mortality table adopted after 1980 by the
sion,decision or conduct with respect to an opinion required undgational Association of Insurance Commissioners, that is
this subsection. approved by rule adopted by the commissioner for use in deter-
(e) The commissioner shall Specify by rule any discip]inamlnlng the minimum standard of valuation for those pOIICIeS.
action that the commissioner may take against an insurance com(c) For individual annuity and pure endowment contracts,
pany or a qualified actuary related to any of the requirememtscludingany disability and accidental death benefits in such pol-
under this subsection. icies—the 1937 standard annuity mortality table or, at the option
(f) 1. The commissioner shall keep confidential any memora®f-the company, the annuity mortality table for 1949, ultimate, or
dum in support of, and any other material provided by an ins@?y modification of either of these tables approved by the com-
ance ompany to the commissioner in connection with, an opinidRISSIONer.
required under this subsection. Any such memorandum or otheid) For group annuity and pure endowment contracts, exclud-
material may not be made public and may not be subject to sirg any disability and accidental death benefits in such policies—
poena except for the purpose of defending an action seeking dém-group annuity mortality table for 1951, any modification of
agesfrom any person on account of an act required under this saheh table approved by the commissioner, or, at the option of the
section or required by a rule authorized or required under thizmpanyany of the tables or modifications of tables specified for
subsection. individual annuity and pure endowment contracts.

2. The commissioner may release any such memorandum ofe) For total and permanent disability benefits in or supple-
other material with the written consent of the insurance compamentary to ordinary policies or contracts issued on or after Janu-
or to the American academy of actuaries upon its request if #rg 1, 1966, the tables of Period 2 disablement rates and the 1930
memorandum or other material is required for professional disti-1950 termination rates of the 1952 disability study of the society
plinary proceedings and if the request sets forth procedures thigdctuaries, with regard to the type of benefit, or any tables of dis-
are satisfactory to the commissioner for preserving the confideriblement rates and termination rates adopted after 1980 by the
tiality of the memorandum or other material. National Association of Insurance Commissioners, that are

3. A memorandum loses its confidentiality if the insuranc@Pproved by rule adopted by the commissioner for use in deter-
Companwites any portion of the memorandum for markep'ug mlr]lng the mlnlmum.standard of valuation for those pOIICIeS; for
poses or before any governmental agency other than a state irfg@licies or contracts issued on or after January 1, 1961 and before
ance department or if the insurance company releases any podiary 1, 1966, either those tables or, at the option of the com-
of the memorandum to the news media. pany, the Class (3) disability table (1926); and for policies issued

(2) Except as provided in subs. (2a) and (2m), the minimujggore January 1, 1961, the Class (3) disability table (1926). Any
standard for the valuation of all such policies and contracts iss@&gh t@ple shall, for active lives, be combined with a mortality
prior tothe efective date of this section [see sub. (8) and s. 632. le permitted for calculating the reserves for life insurance poli-
(9)] shall be that provided by the laws in effect immediately pri§t®S: ) o )
to such date. Except as provided in subs. (2a) and (2m), the mini(f) For accidental death benefits in or supplementary to poli-
mum standard for the valuation of all such policies and contraét€s issued on or after January 1, 1966, the 1959 accidental death
issued on oafter the dfective date of this section shall be the compeneéfits table or any accidental death benefits table adopted after
missioners reserve valuation methods defined in subs. (3) to (4f8$0 by the National Association of Insurance Commissioners,
and (7), with 3-1/2% interest, or in the case of policies and cdhat is approved by rule adopted by the commissioner for use in
tracts, other than annuity and pure endowment contracts, issdetgrminingthe minimum standard of valuation for those policies;
on or after June 19, 1974, and prior to November 8, 1977, 49% policies issued on or after January 1, 1961 and before January
interest, and for policies issued on or after November 8, 19747 1966, either that table or, at the option of the company, the inter-
4.5% interest and the following tables: company double indemnity mortality table; and for policies

; . P ; j d before January 1, 1961, the intercompany double indem-
(a) For all ordinary policies of life insurance issued on the stdAStY€d Der . . .
dard basis, excluding any disability and accidental death benefityy mortality table. Either table shall be combined with a mortal-
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 d2!C'€S- o o _

of s. 632.43 (6) (b), and the commissioners 1958 standard ordinar¢d) For group life insurance, life insurance issued on the sub-
mortality table for those policies issued on or after the operati#@ndard basis and other special benefits, such tables as may be
date of 5. 632.43 (6) (b) and before the operative date of s. 632@Broved by the commissioner.

(6m). For any category of those policies issued on female risks all(2a) Except as provided in sub. (2m), the minimum standard
modified net premiums and present values referred to in this sfee-the valuation of all individual annuity and pure endowment
tion may be calculated according to an age not more than 6 yeamstracts issued on or after the operative date of this subsection,
younger than the actual age of the insured. as defined in sub. (2b), and for all annuities and pure endowments
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purchased on or after that operative date under group annuity andb. For annuities and guaranteed interest contracts with cash
pure endowment contracts, shall be the commissioners resessttlement options, the number of years for which the contract
valuation methods defined in subs. (3) to (4m) and the followigarantees interest rates in excess of the calendar year valuation
tables and interest rates: interest rate for life insurance policies with a guarantee duration

(@) For individual annuity and pure endowment contrac® more than 20 years.
issued prior to November 8, 1977, excluding any disability and c. For annuities and guaranteed interest contracts without
accidental death benefits in such contracts—the 1971 individeakhsettlement options, the number of years from the date of issue
annuity mortality table, ceiny modification of this table approvedor date of purchase to the date annuity or guaranteed interest bene-
by the commissioner, and 6% interest for single premium immetlis are scheduled to begin.
ate annuity COntraCtS, and 4% interest fOI’ a“ Other indiVidual 3. “l” means the app"cable calendar year valuation interest

annuity and pure endowment contracts. rate determined under par. (c), rounded to the nearest 0.25%.

(b) For individual single premium immediate annuity con- 4 “|ssue year basis” means a valuation basis under which the
tractsissued on or after November 8, 1977, excluding any disalijfterest rate used to determine the minimum valuation standard
ity and accidental death benefits in those contracts, the 1971 igf-the full duration of the annuity or guaranteed interest contract
vidual annuity mortality table or any individual annuity mortalitys the calendar year valuation interest rate for the year of issue or
table adopted after 1980 by the National Association of Insuranggyr of purchase of the annuity or guaranteed interest contract.
Commissioners, that is approved by rule adopted by the commis- 5. “Moody’s monthly average” means the corporate bond

sioner for use in determining the minimum standard of valuati ' : , )
for those contracts or any modification of either table approved ﬂg(lad mgnthly average, as published by Moody's Investors Ser

the commissioner, and 7.5% interest. For other individual annuity B Y .
and pure endowment contracts issued on or after November 8,6- “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
those contracts, the 1971 individual annuity mortality table or aifierestrates or asset values since receipt of the funds by the insur-
individual annuity mortality table adopted after 1980 by thance company;

National Association of Insurance Commissioners, that is b. Withdraw funds without adjustment in installments over 5
approved by rule adopted by the commissioner for use in det@sars or 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.

and 5.5% interest for single premium deferred annuity and pure

endowment contracts and 4.5% interest for all other individugj /- 'Plan type B" means that a policyholder is subject to any
annuity and pure endowment contracts. of subd. 6. a., b. or d. At the end of the interest rate guarantee,

L : ds may be withdrawn without the adjustment under subd. 6. a.
(c) For all annuities and pure endowments purchased pnorr Sl .
November 8, 1977, under group annuity and pure endowméhilfjl sm“gle sumor |r:stallments oyer less than 5 ygars.
contracts, excluding any disability and accidental death benefits, 8- “Plan type C” means a policyholder may withdraw funds
purchased under such contracts—the 1971 group annuity moregtore the end of the interest rate guarantee in a single sum or

ity table, or any modification of this table approved by the coristallments over .Iess thanl 5 years without the adju_stment qnder
missioner, and 6% interest. subd. 6. a. or subject to a fixed surrender charge stipulated in the

(d) For all annuities and pure endowments purchased ongptract as a percentage of the 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 dedfined under par. (f).

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

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

National Association of Insurance Commissioners, that is 15 “w» means the applicable weighting factor determined
approved by rule adopted by the commissioner for use in detgryer par. (e).

mining the minimum standard of valuation for those annuities and

pureendowments, or any modification of either table approved . L -, :
the commissioner, and 7.5% interest. E_Ynall be used in determln!ng the minimum standard for the valua
tion of all of the following:

(2b) Aiter June 19, 1974, any company may file with the com- 1. Life insurance policies issued in a calendar year on or after
missioner a written notice of its election to comply with sub. (Zaﬂ] ’ tive dat fp 632.43 (6 y
after a specified date before January 1, 1979, which shall be e opera .|v.e aweo S,' A3 (6m). )
operative date of sub. (2a) for such company, but a company may2- Individual annuity and pure endowment contracts issued
elect a different operative date for individual annuity and pul@ & calendar year after 1982.
endowmentontracts from that elected for group annuity and pure 3. Annuities and pure endowments purchased in a calendar
endowment contracts. If a company makes no such election, Year after 1982 under group annuity and pure endowment con-
operative date of sub. (2a) for such company shall be Januarrdgts.

1979. 4. The netincrease in a calendar year after 1982, in amounts

(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, | = 0.03 + W (R1 - 0.03) + W/2 (R2
which the interest rate used to determine the minimum valuatie®.09).
standard apptable to each change in the fund held under an annu- 2. For single premium immediate annuities and for annuity
ity or guaranteed interest contract is the calendar year valuatigefits involving life contingencies arising from other annuities
interest rate for the year of the change in the fund. with cash settlement options and from guaranteed interest con-

2. “Guarantee duration” means: tracts with 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 subd. 2., for annuities with cash
insurance can remain in force on a basis guaranteed in the padieitlement options and guaranteed interest contracts with cash
or under options to convert to plans of life insurance with premiwettlemenbptions, valued on an issue year basis and having guar-
rates, nonforfeiture values or both which are guaranteed in #@eedurations greater than 10 years, | =0.03 + W (R1 - 0.03) W/2
original policy. (R2 - 0.09).

(b) Except as provided in par. (d), the formulas under par. (c)
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4. Except as provided under subd. 2., for annuities with castttlement options, valued on an issue year basis and having a
settlement options and guaranteed interest contracts with cgshrantee duration in excess of 10 years, the reference interest is
settlemenbptions, valued on an issue year basis and having guée lesser of the average over a period of 36 months and the aver-
antee durations not exceeding 10 years, | = 0.03 + W (R - 0.G)e over a period of 12 months, ending on June 30 of the calendar

5. For annuities with no cash settlement options and for gugear of issue or purchase, of Moody’s monthly average.
anteed interest contracts with no cash settlement options, | =0.034. Except as provided under subd. 2., for annuities with cash

+W (R~ 0.03). settlement options and guaranteed interest contracts with cash
6. For annuities with cash settlement options and guarantgegtlement options, valued on an issue year basis and having a
interestcontracts with cash settlement options, valued on a charggrantee duration of 10 years or less, the reference interest rate
in fund basis, | =0.03 + W (R - 0.03). is the average over a period of 12 months, ending on June 30 of
(d) Notwithstanding par. (c) 1., if the calendar year valuatidhe calendar year of issue or purchase, of Moody’s monthly aver-
interest rate determined under par. (c) 1. differs from the corege.
sponding actual rate for similar policies issued in the immediately 5 For annuities with no cash settlement options and for guar-
precedingcalendar year by less than 0.5%, the calendar year valyreed interest contracts with no cash settlement options, the ref-
ation interest rate for those policies is the corresponding aCtHﬁlncdnterest rate is the average over a period of 12 months, end-

rate for the immediately preceding calendar y&ar. purposes of ;. o1 june 30 of the calendar year of issue or purchase, of

this paragraph, the calendar year valuation interest rate for py=
ciesissued in 1980 shall be determined using the reference intereat. dy's monthly average.

rate for 1979 and shall be determined under this paragraph for sup-8- Except as provided under subd. 2., for annuities with cash
sequent calendar years notwithstanding s. 632.43 (6m). settlement options and guaranteed interest contracts with cash

(e) 1. For life insurance having a guarantee duration of: _settlement)pt_ions, valued on a change_in fund basis, the reference
) N . " interest rate is the average over a period of 12 months, ending on

a. Not more than 10 years, the weighting factor is 0.50. ~June 30 ofthe calendar year of the change in the fund, of Moody’s
_b. More than 10 years and not more than 20 years, the weighgnthly average.
ing factor is 0.45. N . (9) If Moody’s monthly average is no longer published, or if

c. More than 20 years, the weighting factor is 0.35. the national association of insurance commissioners determines
2. Forsingle premium immediate annuities and annuity bengat Moody’s monthly average is no longer appropriate for the
fits involving life contingencies arising from other annuities witljetermination of the reference interest rate, an alternative method
cash settlement options and guaranteed interest contracts Y§fyetermination of the reference interest rate, which is adopted
cash settlement options, the weighting factor is 0.80. by the National Association of Insurance Commissioners and

3. Except as provided in subd. 2., for annuities and guarante@groved by rule adopted by the commissioner, may be substi-
interest contracts valued on an issue year basis and having a gugsg.

antee duration of: o _ (h) A company may elect to value guaranteed interest contracts
a. Not more than 5 years, the weighting factor is 0.80 for pigfth cash settlement options and annuities with cash settlement
type A, 0.60 for plan type B and 0.50 for plan type C. options on an issue year basis or a change in fund basis. Guaran-
~ b. More than 5 years and not more than 10 years, the weigBkd interest contracts with no cash settlement options and other
ing factor is 0.75 for plan type A, 0.60 for plan type B and 0.50 fgpnuities with no cash settliement options must be valued on an
plan type C. _issue year basis.
_ €. More than 10 years and not more than 20 years, the weight3) Except as provided in subs. (4m) and (7), reserves accord-
ing factor is 0.65 for plan type A, 0.50 for plan type B and 0.45 f@{q'to the commissioners reserve valuation method, for the life
plan type C. o _ insuranceand endowment benefits of policies providing for a uni-
d. More than 20 years, the weighting factor is 0.45 for plagrm amount of insurance and requiring the payment of uniform
type A and 0.35 for plan types B and C. premiums shall be the excess, if any, of the present value, at the
4. Except as provided in subd. 2., for annuities and guarantelege of valuation, of such future guaranteed benefits provided for
interest contracts valued on a change in fund basis, the weightiygsuch policies, over the then present value of any future modi-
factor is that specified under subd. 3. increased by 0.15 for piasti net premiums therefor. The modified net premiums for any
type A, 0.25 for plan type B and 0.05 for plan type C. such policy shall be such uniform percentage of the respective
5. Except as provided under subd. 2., for annuities and guasntract premiums for such benefits that the present value, at the
anteed interest contracts valued on an issue year basis, other dlag ofissue of the policy, of all such modified net premiums shall
those with no cash settlement options, which do not guaranggeequal to the sum of the then present value of such benefits pro-

interest on considerations received more than one year after isgged for by the policy and the excess of par. (a) over par. (b), as
or purchase and for annuities and guaranteed interest contrggligws:

valued on a change in fund basis which do not guarantee interest;) A et level annual premium equal to the present value, at
rates on conS|derat|on_s re(_:elved more than 12 rr_1_onths beyon% date of issue, of such benefits provided for after the first policy
valuation date, the weighting factor is that specified under su ar divided by the present val t the date of iss f an annu-
3. or 4. increased by 0.05 for plan types A, B and C. year, ed by the prese ue, at the gate ol ISsue, of an annu
. L . ity of one per year payable on the first and each subsequent anni-
() 1. For life insurance, the reference interest rate is the le @rrsary of such policy on which a premium falls due; provided,
of the average over a period of 36 months and the average OViF such net level annual premium shall not exceed the net level

period of 12 months, ending on June 30 of the calendar year r};ﬁ&ual premium on the 19-year premium whole life plan for

preceding the year of issue, of Moody’s monthly average. . h
. S ) I insurance of the same amount at an age one year higher than the
2. For single premium immediate annuities and for annu%e at issue of such policy.

benefits involving life contingencies arising from other annuities . ' .

with cash settlement options and guaranteed interest contr ctgb) A net one-year term premium for such benefits provided

with cash settlement options, the reference interest rate is the alrn the first policy year.

age over a period of 12 months, ending on June 30 of the calenddBm) (a) In this subsection:

year of issue or year of purchase, of Moody’s monthly average. 1. “Assumed ending date” means the first policy anniversary
3. Except as provided under subd. 2., for annuities with casmwhich the sum of any endowment benefit and any cash surren-

settlement options and guaranteed interest contracts with cdshvalue then available is greater than the excess premium.
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2. “Excess premium” means the amount by which a contract(5) (a) In no event may a company’s aggregate reserves for all
premium in the first policy year exceeds the contract premiumlife insurance policies, excluding disability and accidental death
the 2nd policy year. benefits,issued on or after thefettive date othis section, be less

(b) Except as provided under sub. (7), any life insurance poli#jan the aggregate reserves calculated in accordance with the
issued on oafter January 1, 1984, for which no comparable ben@ethodset forth in subs. (3) to (4m) and (7) and the mortality table
fit is provided in the first year for an excess premium and whi@t tables and rate or rates of interest used in calculating nonforfei-
provides an endowment benefit or a cash surrender value dHrg benefits for such policies.
combination of both in an amount greater than the excess pre{b) In no event may a company’s aggregate reserves fml-all
mium, the reserve according to the commissioners reserve valages, contracts and benefits be less than the aggregate reserves
tion method as of any policy anniversary occurring on or befodetermined by a qualified actuary in an opinion under sub. (1m)
the assumed ending date is the greater of the reserve on that p@hiryt. to be necessary to make adequate provision for the compa-
anniversary calculated under sub. (3) and the reserve on thgs obligations under the policies and contracts.
policy anniversary calculated under sub. (3) subject to the follow- (6) Reserves for all policies and contracts issued prior to the

ing computational assumptions: effective date of this subsection may be calculated, at the option
1. The value defined in sub. (3) (a) is reduced by 15% of thethe company, according to any standards that produce greater
amount of the excess premium. aggregate reserves for all such policies and contracts than the

2. All present values of benefits and premiums are determirfgiimum reserves required by the laws in effect immediately
without reference to premiums or benefits provided by the poligyior tosuch date. Reserves for any category of policies, contracts
after the assumed ending date. or benefits as established by the commissioner, issued on or after

3. The policy matures on the assumed ending date asihf, effective date of this subsection, may be calculated, at the
endowment. option of the company, according to any standards that produce

4 Th h d | ided on th d @reater aggregate reserves for such category than those calculated

- e cash surrender value provided on the assumed endiffy ding to the minimum standard herein provided, but the rate
date is an endowment benefit. _ orrates of interest used for policies and contracts, other than annu-
() Inmaking the comparison under par. (b) the mortality afjg and pure endowment contracts, shall not be higher than the cor-
interest bases stated in subs. (2) and (2m) shall be used.  respondingate or rates of interest used in calculating any nonfor-

(4) Reserves according to the commissioners reserve valtgiture benefits provided for therein. Any such company that at
tion method for the following shall be calculated by a method coany time has adopted any standard of valuation producing greater
sistent with the principles of sub. (3), except that any extra peggregate reserves than those calculated according to the mini-
miums charged because of impairments or special hazards smaiin standard herein provided may, with the approval of the com-
be disregarded in the determination of modified net premiumanissioner, adopt any lower standard of valuation, but not lower

(a) Life insurance policies providing for a varying amount ghan the minimum herein provided. For the purposes of this sub-
insurance or requiring the payment of varying premiums. section, holding any additional reserves that a qualified actuary,
(b) Group annuity and pure endowment contracts purchadB@" opinion under sub. (1m) (b) 1., determined to be necessary
under a retirement plan or plan of deferred compensation, estyTake adequate provision for the company’s obligations under
lished or maintained by an employer, including a partnership policies and contracts shall not be considered the adoption of

sole proprietorship, or by an employee organization, or by bofh,ﬁigher standard of valuation. _
otherthan a plan providing individual retirement accounts or indi- (7) (&) If in any contract year the gross premium charged by

vidual retirement annuities under section 408 of the internal re@#y life insurance company on any policy or contract is less than
nue code, as amended. the valuation net premium for the policy or contract calculated by

eahili ; T . e method used in calculating its reserve but using the minimum
Cor(l(t:r)aglss.ablllty and accidental death benefits in all policies arl\\'/E;;lluationstanda_rd_s of mortality and rate of interest under subs. (2)
) o and (2m), the minimum reserve required for the policy or contract
(d) All other benefits, except life insurance and endowmeg,, | 'hethe greater of either the reserve calculated according to the
benefits in life insurance policies and benefits provided by afloaity table, rate of interest, and method actually used for the
other annuity and pure endowment contracts. policy orcontract, or the reserve calculated by the method actually
(4m) This subsection applies to all annuity and pure endoyysed for the policy or contract but using the minimum valuation
mentcontracts other than group annuity and pure endowment c@fandards afortality and rate of interest under subs. (2) and (2m)
tracts purchased under a retirement plan or plan of deferred c@ii replacing the valuation net premium by the actual gross pre-
pensation, established or maintained by an employer, includinghiym in each contract year for which the valuation net premium
partnership or sole proprietorship, or by an employee organiggceeds the actual gross premium.

tion, or by both, other than a plan providing individual retirement )y 1 |, thig paragraph, “excess premium” means the amount
accounts or individual retirement annuities under section 408 which a gross premium in the first policy year exceeds the gross
the Internal Revenue Code. Reserves according to the comm&inium in the 2nd policy vear
sioners annuity reserve method for benefits under annuity or prEre o policy y L

endowment contracts, excluding any disability and accidental 2-, 'f & life insurance policy issued on or after January 1, 1984,
deathbenefits in such contracts, shall be the greatest of the respiifvides no comparable benefit in the first year for an exwess

tive excesses of the present values, at the date of valuation, o and provides an endowment benefit, cash surrender value
future guaranteed benefits, including guaranteed nonforfeit@ePOth in an amount greater than the excess premium, the mini-
benefits, provided for by such contracts at the end of each respBEM reserve at each policy anniversary is the greater of the mini-
tive contract year, over the present value, at the date of valuatigliM reserve under subs. (3) to (4) and the minimum reserve under
of any future valuation considerations derived from future groR&’ (8)- _ _
considerations, required by the terms of such contract, that 3. For purposes of par. (a), the method used in calculating the
become payable prior to the end of such respective contract yeggerve of @olicy under subd. 2. is specified under subs. (3) to (4).
The future guaranteed benefits shall be determined by using théc) If a plan of life insurance provides for future determination
mortality table, if any, and the interest rate specified in such caf-premiums based on recent estimates of future experience avail-
tracts for determining guaranteed benefits. The valuation consithle at the time of the determination, or if the minimum reserves
erations are the portions of the respective gross consideratifmsa plan of life insurance or an annuity cannot be determined
applied under the terms of such contracts to determine nonforfaider subs. (3) to (4m) and this subsection, the commissioner
ture values. shall by rule adopt a method for determining the minimum
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623.06 INSURANCE — ACCOUNTING AND RESERVES Not certified under s. 35.18 (2), stats.

reserves for the plan or annuity. A rule adopted under this pamale minimum ratios for the compulsory surplus in relation to any
graph shall specify a method consistent with the principles of thédevant variables, including the following:
section and appropriate in relation to the benefits and pattern ofa) Amounts at risk;

premiums for the plan or annuity. _ (b) Premiums written or premiums earned;

(8) This section shall become effective on the same date agc) Liabilities;
does s. 632.43. The provisions of this section shall supersede :ﬁd) Equity investments of all or certain kinds in combination
provisions of law inconsistent or in conflict therewith. ith any of the variables under pars. (a) to (c).

History: 1973 c. 303; 1977 c. 153 ss. 2, 4, 6; 1977 ¢. 273; 1977 c. 339 ss. 17, 44,
Stats. 1977 s. 623.06; 1979 c. 110 s. 60 (13); 1981 c. 307 ss. 1x to 6, 13; 1989 a. 563) HEALTH MAINTENANCE ORGANIZATION INSURERS. The

1993 a. 490; 1995 a. 396; 1999 a. 85; 2001 a. 103. amount of compulsory surplus required of a health maintenance
Cross Reference:See also ch. Ins 50, Wis. adm. code. organization insurer is the amount provided in s. 609.97.
History: 1971 c. 260; 1979 c. 102; 1989 a. 23.
623.11 Amount of compulsory surplus. (1) DETERMINA- NOTE: Chapter 260, laws of 1971, which created this chapter of the statutes,

TION OFAMOUNT. Except as provided in sub. (3), t@mmissioner contained notes explaining the revision.

shall, when necessary, determine the amount of compulsory Sﬁ 312 Amount of security surplus The security surplus
lusthat an insurer is required to have in order not to be financially - Y :
P 9 I.';%@II be set by the commissioner between 110% and 140% of the

hazardous under s. 645.41 (4), as an amount that will provide . ; S

sonable security against contingencies affecting the insuréf@npulsory shultplus. In Seﬁ“”g. the ;lg#re_ the commissioner may

financial position that are not fully covered by reserves or by reifonsider such factors as the size of the insurer, its recent experi-
ence, the voldity of the lines of insurance in which it engages and

surance.
(a) Types of contingencies'lhe commissioner shall consider"’lrl?ilsgtrh_er relevant factors.
/ y: 1971 c. 260.
the risks of:
1. Increases in the frequency or severity of losses beyond §28.15 Fraternal rates and reserves. (1) NONRESERVE
levels contemplated by the rates charged, FRATERNALS. (a) In this subsection, “owner” means the owner of

2. Increases in expenses beyond those contemplated byatlpé)licy or certificate issued by a fraternal in accordance with s.
rates charged; 614.10.

3. Decreases in the value of or the return on invested asset&) A fraternal may be organized for the transaction of business
below those planned on; on a plan set forth in the contract which provides for sufficient

ntributions byeach owner in each year to pay the owner’s share

4. Changes in economic conditions that would make liquid the actual death claims of the year through advance payments

more important than contemplated and would force untimely s £ ded according to any mortality table approvethBycommis-

of assets or prevent tlme_ly |nvestments, ) ._sioner, without any reserve, or with such reserve as may accumu-
5. Currency devaluation to which the insurer may be subjegfie from overpayments of individual owners, in which case each

and _ ) o ) ownershall each year be informed of the owner’s crauiit of the
6. Any other contingencies the commissioner can identifpst of the owner’s insurance.
which may affect the insurer’s operations. (2) RatEs. Every fraternal shall collect regular premiums for

(b) Controlling factors. In making the determination undereach coverage it provides at adequate rates that are approved by
this subsection, the commissioner shall take into account the fble commissioner or conform to standards set in rules promul-

lowing factors: gated by the commissioner.
1. The most reliable information available as to the magnitude (3) Reserves. The reserves of a fraternal are subject to the
of the various risks under par. (a); same requirements as those of ch. 611 insurers writing the same

2. The extent to which the risks in par. (a) are independentc@iverages except that the commissioner may authorize the use of

each other or are related, and whether any dependency is diregtidable fraternal mortality tables or other appropriate tables
inverse; instead of the tables used by ch. 611 insurers.

. ) : - . History: 1975 c. 373, 421; 1989 a. 336; 1997 a. 177.
3. The insurer’s recent hIStOI’y of prOfItS or Iosses, Cross Reference:See also s. Ins 1.01, Wis. adm. code.

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

i i iag i i cified mortality table to one approved by the commissioner. A nonreserve soci-
against the contingencies in other ways than the establishme e wcpan be perfectly sound actuarially and should be permitted if it is. The natural

surplus, including redundancy of premiums; adjustability of COBremium basis contemplated by this section is sound but not very attractive in the
tracts under their terms; investment valuation reserves whetmerket.

voluntary or mandatory; appropriate reinsurance; the use of corfiub- (2) continues in simplified form the provisions of s. 208.15 (1) and (2).

servative actuarial assumptions to provide a margin of securigyz", (%) much simplifies ss. 208.09 (2) (b) and (c) and 208.15 (4) and (5). [Bil

reserve adjustments after rate increases for policies written at ear-

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

diversification of assets and underwriting risks; order an insurer to adjust its reserves if they do not bear an appro-
5. Independent judgments of the soundness of the insurd@rite relationship to its obligations.

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

financial reporting services; and 623.34 Accounting for repurchased shares. When a
6. Any other relevant factors. __ corporationacquires its own shares under s. 611.34 or in any other
(2) RuLes. Except as provided in sub. (3), the commissiongfay, the acquired shares shall be accounted for as a deduction
may, subject to adjustment to the circumstances of individigdm capital and not as assets.
insurers in accordance with the factors in sub. (1) (b), establish baistory: 1979 c. 102.
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