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CHAPTER 625
INSURANCE — RATE REGULATION

625.01  Construction and purposes. 625.16 Loss ratios for certain disability policies.

625.02  Definitions. 625.21 Delaying effect of rates.

625.03  Scope of application. 625.22 Disapproval of rates.

625.04 Exemptions. 625.23  Special restrictions on individual insurers.

625.11 Rate standards. 625.31 Operation and control of rate service organizations.
625.12 Rating methods. 625.32  Licensing.

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

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

625.15 Delegation of rate making and rate filing obligation.

Cross-reference: See definitions in ss. 600.03 and 628.02. (e) Group and blanket accident and sickness insurance other
than credit accident and sickness insurance.

7) To the extent that ch. 424 is inconsistent with this chapter,

424 shall apply.

625.01 Construction and purposes. (1) CONSTRUCTION.
This chapter shall be liberally construed to achieve the purpo%Fl]é
stated in SEJUb' (2), Wh'cg shalldconstltute anfald and guide to int€l5, 71975 ¢ '3: 1075 ¢. 147 5. 54: 1975 c. 373; 1999 a. 85.
pretation but not an independent source of power. Legislative Council Note to sub. (3), 1975 raternals should be subjected to rate
(2) PurpPoses. The purposes of this chapter are: regulation to the same extent as and no farther than other insurers. [Bill 643-S]
(a) To protect policyholders and the public against the adverse ) o
effects of excessive, inadequate or unfairly discriminatory raté>-04 Exemptions. The commissioner may by rule exempt
(b) To encourage, as the most effective way to produce ra person or class of persons or any market segment from any or

thatconform to the standards of par. (a), independent action by QP! the provisions of this chapter, if and to the extent that the

reasonable price competition among insurers; comm|55|or;etL_f|ndhs thtelr application unnecessary to achieve the
(c) To provide formal regulatory controls for use if indeperEuJiggi,?Sl;g c.lslocz :_123862'6)_

dent action and price competition fail;

(d) To authorize cooperative action among insurers irethe  625.11 Rate standards. (1) GENERAL. Rates shall not be
making process, and to regulate such cooperation in order to pecessive, inadequate or unfairly discriminatory, nor shall an
vent practices that tend to bring about monopoly or to lesseniggurer charge any rate which if continued will have or tend to
destroy competition; havethe effect of destroying competition or creating a monopoly.

(e) To encourage the most efficient and economic marketing(z) EXCESSIVENESS. (2) Competitive marketRates are pre-
practices; and sumednot to be excessive if a reasonable degree of price competi-

(f) To regulate the business of insurance in a manner that wiiih exists at the consumer level with respect to the class of busi-
preclude application of federal antitrust laws. ness to which they apply. In determining whether a reasonable

degree of price competition exists, the commissioner shall con-
625.02 Definitions. In this chapter, unless contrary to consider all relevant tests including:

text: _ . . 1. The number of insurers actively engaged in the class of
(1) "Market segment” means any line or kind of insurance dsusiness;
if it is described in general terms, any subdivision thereof or any 5, - The existence of rate differentials in that class of business;

class of risks or combination of classes. 3. Whether long—run profitability for insurers generally of the

(2) "Rate service organization” means any person, other thalss of husiness is unreasonably high in relation to its riskiness.
an employee of an insurer, who assists insurers in rate making O[b) Noncompetitive marketf such competition does not exist

filing by: Y h i
g )(/:ollectin comniling and furnishing 10ss or expense S,[atra_tes are excessive if they are likely to produce a long run profit
ticé' ) 9 piing 9 p tat is unreasonably high in relation to the riskiness of the class of

. . - business, or if expenses are unreasonably high in relation to the
(b) Recommending, making or filing rates or supplementaggyices rendered.

rate information; or by (3) InaDEQUACY. Rates are inadequate if they are clearly

(c) Advising about rate questions, except as an attorney giviRgy fficient, together with the investment income attributable to

legal advice. ) o them, tosustain projected losses and expenses in the class of busi-
(3) “Supplementary rate information” includes any manual gfess to which they apply.

plan of rates, statistical plan, classification, rating schedule, min|-(4) UNFAIR DISCRIMINATION. Onhe rate is unfairly discrimina-

m:Jm p(rjemiumt,hpollic%/ fee, trati”g rulezbra(tjeg relaltedftiﬂderwritirtgry in relation to another in the same class if it clearly fails to
rule and any other information prescribed Dy rule of the CommMiZsiact equitably the differences in expected losses and expenses.
Slﬂ?si)rr' . 1983 a. 189 Ratesare not unfairly discriminatory because different premiums

v T result for policyholders with like loss exposures but different
625.03 Scope of application. (1m) This chapter applies to €XPense factors, or like expense factors but different loss expo-
all kinds and lines of direct insurance written on risks or opergdres, so long as the rates reflect the differences with reasonable

tions in this state by any insurer authorized to do business in @f§uracy. Rates are not unfairly discriminatory if they are aver-
state, except; aged broadly among persons insured under a group, franchise or

S ) blanket policy.
(a) Ocean marine insurance; Cross Reference:See also s. Ins 6.54, Wis. adm. code.

(b) Worker’s compensation insurance; Readtogether, ss. 625.11 and 625.22 provide that the insurance commissioner shall
(c) Life insurance other than credit life insurance; disapproveany rate that destroys competition, thus providing a regulatory remedy for

. . L. ' rates that constitute restraints of trade and barring private rate—related suits for dam-
(d) Variable and fixed annuities; and ages. Prentice v. Minnesota Title Ins. Co. 176 Wis. 2d 714, 500 N.W.2d 658 (1993).
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There is no active state supervision of the organization established by title insm'ay be obtained by any person on request and upon payment of
ance capanies to set uniform rates for its members and thus no “state—action im:aufeasonable charge therefor

nity” for otherwise prohibited price—fixing engaged in by the member title insure|
FTC v. Ticor Title Insurance Co. 504 U.S. 621, 119 L. Ed. 2d 410 (1992).

There is ngorivate right of action to enforce sub. (1). NAACP v. American FamiNg25 15 Delegation of rate making and rate filing obliga-
Mutual Insurance Co. 978 F.2d 287 (1992). tion. (1) RATEMAKING. An insurer may itself establish rates and
. .- supplementary rate information for one or more market segments
6|25'1-2h hRatlng (rjne:jhodsa In dezte"ﬂ'mﬂg \f/vneth_er rates pomhgﬁlsed on the factors in s. 625.12 and, if the rates are for motor
Eg:ﬁ)liéde' standards under s. 625.11, the following criteria s Vehicle liability insurance, subject to s. 632.365, or the insurer
1B ) b iderati hall be ai may use rates and supplementary rate information prepared by a
. (") ; t’?]s'CfFﬁCTQRS”;‘hRAtTES' I ue consideraton shall be givVeN 5t service organization, with average expense factors deter-
0 all or the foflowing tha .app y: ) ‘mined by the rate service organization or with such modification
(a) Past and prospective loss and expense experience Withints own expense and loss experience as the credibility of that

and outside of this state. . . experience allows.
(b) Catastrophe hazards and contingencies. (2) RATE FILING. An insurer may discharge its obligation
(c) Trends within and outside of this state. under s. 625.13 (1) by giving notice to the commissioner that it

(d) Loadings for leveling premium rates over time or for divikses rates and supplementary rate information prepareddsy a
dends osavings to be allowed or returned by insurers to their poi@nated rate service organization, with such information about

cyholders, members or subscribers. modifications thereof as is necessary fully to inform the commis-
(e) Subject to s. 632.365, all other relevant factors, includigtner. The msurer's rates anc_i supplementary rate |nf_ormat|on
the judgment of technical personnel. shall bethose filed from time to time by the rate servicgamiza-

(2) CLassIFicaTioN. Risks may be classified in any reasonabi". including any amendments thereto as filed, subject, however,
way for the establishment of rates and minimum premiund8, the modifications filed by the insurer.
except that no classifications may be based on race, color, cregtf'oy: 2979 ¢ 177 s 8519912 299
or national origin, and classifications in automobile insurance ' ' ’ R ' '
may not be based on physical condition or developmental disagib‘:,.m Loss ratios for certain disability policies. The

ity as defined in s. 51.01 (5). Subject to s. 632.365, rates thus RSmmissioner may by rule establish reasonable minimum stan-
ducedmay be modified for individual risks in accordance with raly-rds for loss ratios of medicare supplement policies, medicare

'r?]g azljrri]r? or r‘:‘)%g%?:l%;}g?én?tﬁbl;g‘z ;rs;ssogibtlaen:égndozirdb facement policies and long—term care insurance policies. The
Rates mag glso be modified for individual rilsks Fl)mder s 625 hdardshall be based on incurred claims experience and earned
Y ’ ‘Premiums and be in accord with accepted actuarial principles so

). ¢ . - : .
. . . hat benefits will be reasonable in relation to the premiums
(3) ExpeNsEs. The expense provisions included in the rates %ﬁ%rged. P

be used by an insurer may reflect the operating methods of th&;ov 1981 ¢. 82: 1985 a. 29: 1989 a. 31.
insurer and, so far as it is credible, its own expense experience.

(4) ProFITs. The rates may contain an allowance permitting25.21 Delaying effect of rates. (1) RULE INSTITUTING
a profit that is not unreasonable in relation to the riskiness of & avep errecr. If the commissioner finds that competition is not
class of business. an effective regulator of the rates charged or that a substantial
g'rztgsfyaefl:;i 58237:6 ;511750-' :512 ;-4 9%&5(525 ;922;6- 93;1991a.279.  number of companies are competing irresponsibly through the
: ‘ e ' rates charged, or that there are widespread violations of this chap-
(1) FiLnG ter, in any kind or line of insurance or subdivision thereof or in any
erd?ltln.g.class or rating territory, he or s.he may promulgatg .a.rule
Jeguiring that in the kind or line of insurance or subdivision

625.31 which has been designated by any insurer for the filingtafr€of or rating class or rating territory comprehended by the
rates under s. 625.15 (2) shall file with the commissioner all raf$iing any subsequent changes in the rates or supplementary rate
and supplementary rate information and all changes and amé byrmation befiled with the commissioner at least 15 days before

ments thereof made by it for use in this state within 30 days affefy Pecome effective. The commissioner may extend the waiting
they become effective. periodfor not to exceed 15 additional days by written notice to the

(2) CoNnseNTTORATE. Uponwritten application of the insured, filer before the first 15-day period explres: ) .
stating the insured’s reasons therefor, filed with and not disap-(2) SUPPORTINGDATA. By rule, the commissioner may require
proved by the commissioner within 10 days after filing, a rate ;Ee filing of supporting data as to any or all kinds or lines of insur-
excess of that provided by a filing otherwise applicable may BEC€ Or sublelSlons th_ereof or classes of risks or combinations
applied toany specific risk.” The rate may be disapproved withotftereof as the commissioner deems necessary for the funper
a hearing, subject to s. 601.62 (3). If disapproved, the rate otiiing of the rate monitoring and regulating process. The sup-
wise applicable applies from the effective date of the policy, bP@rting data shall include:
the insurer may cancel the policy proportionally on 10 days’ (a) The experience and judgment of the filer, and, to the extent
notice tothe policyholder. If the insurer does not cancel the poligywishes or the commissioner requires, of other insurers or rate
the insurer shall refund any excess premium from the effectigervice organizations;
date of the policy. (b) Its interpretation of any statistical data relied upon;

History: 1979 c. 93, 177; 1983 a. 36. .. . ..
Cross Reference: See also ss. Ins 6.10, 6.54, 6.78, and 6.785, Wis. adm. code. (C) Descriptions of the actuarial and statistical methods

Legislative Council Note, 1979:This amendment to sub. (2) legitimizes a practic€mployed in setting the rates; and

that is virtually universal throughout the country. Although it was not specifically ; feci
providedfor in ch. 625, the Gite of the Commissioner of Insurance has assumed that (d) Any other relevant matters requ”ed by the commissioner.

ch. 625 intended to continue it and has accepted and handled “consent to rate” fiIing{g) EXPIRATION OF RULE. A rule promulgated under sub. (]_)
much as it did prior to the enactment of ch. 625. Adoption of the amendment m ; ; feal
it clear that the department practice is appropriate. [Bill 20-S] ARl expire no more than one year after issue. The commissioner

may renew it after a hearing and appropriate findings under sub.
625.14 Filings open to inspection.  Each filing and any (1)-
supporting information filed under this chapter shall, as soon as(4) SupPORTING INFORMATION.  Whenever a filing is not
filed, be open to public inspection at any reasonable time. Copesompanied bthe information the commissioner requires under

625.13 Filing of rates and consent to rate.
PROCEDURE. Except as provided in sub. (2), every authoriz
insurer and every rate service organization licensed unde
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sub.(2), the commissioner may so inform the insurer and the fili25.32 Licensing. (1) APPLICATION. A rate service orga-
shall be deemed to be made when the information is furnishedization applying for a license as required by s. 625.31 shall
History: 1979 c. 102; 1991 a. 316. ) include with its application:
Cross Reference:See also s. Ins 6.54, Wis. adm. code. (a) A copy of its constitution, charter, articles of organization,

62522 Disaporoval of rate 1) 0 agreement, association or incorporation, and a copy of its bylaws,
' isapproval of rates. (1) ORDER IN EVENT OF ,ian of operation and any other rules or regulations governing the
vioLATION. If the commissioner finds after a hearing that a rate

not in compliance with s. 625.11, the commissioner shall ordée%rnguc';cl).f Ltsfb_;Jsmessk;) d subscribers:

that its use be discontinued for any policy issued or renewed aftef?) A list of its members and subscribers; _

a date specified in the order. (c) The name and address of one or more residents of this state
(2) TIMING OF ORDER. The order under sub. (1) shall be issuelPon whom notices, process affecting it or orders of the commis-

within 30days after the close of the hearing or within such reasotioner may be served, L . . .
able time extension as the commissioner may fix. (d) A statement showing its technical qualifications for acting

(3) ApPROVALOFSUBSTITUTEDRATE. Within one year after the In the capacity for which it §eeks a !lcense, and
effective date of an order under sub. (1), no rate promulgated td€) . Any other relevant information and documents that the
replace a disapproved one may be used until it has been filed WwRA'MISSIONEr may require. o ,
the commissioner and not disapproved within 30 days thereafter(2) CHANGE OF CIRCUMSTANCES. Every organization which

(4) INTERIM RATES. Whenever an insurer has no legally effec12S applied for a license under sub. (1) shall thereafter promptly
tive rates as a result of the commissioner's disapproval of rateS'gfify the commissioner of every material change in the facts or
other act, the commissioner shall on request specify interim r. e documents on which its application was based.
for the insurer that are high enough to protect the interests of all(3) GRANTING oF LICENSE. If the commissioner finds that the
parties and may order that a specified portion of the premiumsagplicantand the natural persons through whom it acts are compe-
placed in an escrow account approved by the commissior€t: trustworthy, and technically qualified to provide the services
When new rates become legally effective, the commissioner stigfPosed, and that all requirements of law are met, he or she shall
order the escrowed funds or any overcharge in the interim ratei$gle @ license specifying the authorized activity of the applicant.
be distributed appropriately, except that refunds to policyholdgr§€ commissioner may not issue a license if the proposed activity
that are trifling shall not be required. would tend to create a monopoly or to lessen or destroy price com-

History: 1979 c. 102 s. 236 (6), (21); 1979 c. 110. petition.

_Readtogether, ss. 625.11 and 625.22 provide that the insurance commissioner shal(4) DURATION. Licenses issued pursuant to this section shall
Fatee hat conetute restrants of ?&"&é’iﬁlﬁEﬁﬂﬁsgp;ﬁﬁ'é‘?a?er-e?e%‘ié%ws[,?@?gry%ga'“ in eflect until the licensee withdraws from the state or unti
ages. Prentice v. Minnesota Title Ins. Co. 176 Wis. 2d 714, 500 N.w.2d 658 (199BE license is suspended or revoked.

(5) AMENDMENTSTO CONSTITUTIONAND BYLAWS. Any amend-
625.23 Special restrictions on individual insurers. The ment to a document filed under sub. (1) (a) shall be filed at least
commissioner may by order require that a particular insurer f3® days before it becomes effective. Failure to comply with this
any or all of its rates and supplementary rate information 15 dayssection shall be a ground for revocation of the license granted
prior to their efiective date, if and to the extent that he or she findgnder sub. (3).
after a hearing, that the protection of the interests of its insuredsistory: 1979 c. 102.

and the public in this state requires closer supervision of its raj - ) .
because of the insurer’s financial condition or rating practiceéé%%'33 Binding agreements by insurers.  No insurer shall

The commissioner may extend the waiting period for any filigeSume any obligation to any person other than a policyholder or
for not to exceed 15 additional days by written notice to the insu percomplanles under corr]nmon controlht()"u_se or adhere to celrtaln
before the first 15—-day period expires. A filing not disapprove@tes or rules, and no other person shall impose any penalty or
before the exipation of the waiting period shall be deemed to me&ther adverse consequence for failure of an insurer to adhere to
the requirements of this chapter, subject to the possibility of subSgrtain rates or rules. _

quent disapproval under s. 625.22 Cross Reference:See also s. Ins. 6.25, Wis. adm. code.

History: 1979 c. 102. 625.34 Recording and reporting of experience. The

commissioner shall promulgate or approve reasonable rules,
including rules providing statistical plarier use thereafter by all
insurers irthe recording and reporting of loss and expense experi-
e, in order that the experience of such insurers may be made
ilable to the commissioner. No insurer shall be required to

625.31 Operation and control of rate service organiza-

tions. (1) LicensereQUIRED. No rate service ganization shall
provide any service relating to the rates of any insurance sub
to this chapter, and no insurer shall utilize the services of sughy

OLga.n'th'o? for sucg pur%ozssezzunless the organization hasorq or report its experience on a classification basis inconsis-
obtained a license under s. 625.32. . _ tent with its own rating system. The commissioner may designate
(2) AvaiLaBILITY OF sERVICES. No rate service organization one or more rate service organizations to assist the commissioner

shall refuse to supply any services for which it is licensed in this gathering such experience and making compilations thereof,
state taany insurer authorized to do business in this state and off@hich shall be made available to the public.
ing to pay the fair and usual compensation for the services.  History: 1979 c. 102 s. 236 (21).
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