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STATE OF WISCONSIN )
)Bﬁu

OFFICE OF THE COMMISSIONER OF INSURAKCE)
TO ALL TO WHOM THESE PRESENHTS SHALL COME, GREETINGS:

I, 8. C. DuRose, Commjissioner of Insurance and custodian of the
officlal records of said office, do hereby certify that the annexed order
adopting a rule relating to group coverage discontinuance and replacement
wvag issued by this office on September 27, 1972,

I further certify that said copy has‘been compared by we with the
original on file in this office and that the same is a true copy thereof,

and of the whole of such original,

IN TESTIMONY WHEREOF, I have hereunto
subseribed my name and affixed the
official seal of the Office of the
Commissioner of Insurance in the
City of dMadisgon, State of Wisconsin,
this 27th day of September, 1972,

8. G, DuBose
Commissioner of Insurance

CURVE U isLU G
DEPARTMENT OF STATE

RECEIVED AND FILED
SLP Y1972

ROBERT C. ZIMMEZ "AN
SECRETARY. OF



ORDER OF THE OFFICE OF THE COMMISSIONER OF IHSURANCE

Adopting Rules

Pursuant te authority vested in the Commisasioner of Insurance by
gsection 601.41 (3), Wis, State., the Commiseioner of Insurance hereby
adopts a rule as follows:

Section Ins 6.51 of the Wisconsin Administrative Code i3 adopted to
read:

Ins 6,31 Group Coverage Digcontinuance and Replacement. (1) PURPOSE,
The purpose of this rule ie to promote the fair and equitable treatment of
group policyholders, insurance companies, nonprofit service plans, protected
persons, clailmants and the general public by setting forth principles and
procedures applicable in providing coverage when a group or group type
insurance contract is discontinued or replaced, This rule interprets and
implements, including but not limited to the following Wisconsin statutes:
Sections 200.26 (3) (e¢); 201.045; 204.32; 204.321; 206.60; 206.61; 206,64
and 601.01 (3) (b).

(2) SCOPE. This rule shall apply to all insurance policies issued or
provided by an insurdnce company under authority of Sections 201.04 (3) or
201.04 (4), wis. Stats., on a group or group type basis covering persons as
enmployees of employers or as members of uniona}or associations ahd to
subacriber contracts issued or provided by an organization under authority
of Section 200,26, Wis, Statas., on a group or group type basis covering
persone as employees of employers or as wembers of unions or associations.

(3) DEPINITION, The term "group type basis' weans a benefit plan,
other than “salary savings" or "salary budget' plans, utilizing individual
insurance policies or subscriber contracts, which meets the following econditions:
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(a) - Coverage is provided through insurance policies or
subscriber contracts to classes of employees or menbers
defined in terms of conditions pertaining to employment
or wembership.

(b) The coverage is not available to the general public and
can be obtained and maintained only because of the covered
person's membership in or connection with the particular
organization or group.

(¢) There are arrangements for bulk payment of premiume or
subscription charges to the insurexr or nonmﬁtofic service
organization.

(d) There is sponsorship of the plan by the émployer, union,

or association.

(4) EFFECTIVE DATE OF DISCONTIMUANCE FOR HOW-PAYMENT OF PREMIUM OR
SUBSCRIPTION CHARGES. (a) If a policy or contract subject to this rule
provides for automatic discontinuance of the policy or contract after a premium
or subseription charge has remained unpaild through the grece period allowed for
such payment, the carxier shall be liable for valid claims for covered losses
incurred prior to the end of the grace period.

(b) If the actions of the carrier after the end of the grace period
indicate that it considers the policy or contract ae continuing in force
beyond the end of the grace period (such ag, by continuing to recognize
clains subsequently incurred), the carrier shall be liable for valid claime for
losses beginning prior to the effective date of written notice of discontinuacce
to the policyholder or other entity responsible for making premium payments
or submitting subseription charges to the carvier. The effective date of
discontinuance shall not be prior to midaight at the end of the third

‘gcheduled work day after the date upon which the notlce ig delivered.
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(5) REQUIREMENTS POR NOTICE OF DISCOMTINUANCE. (a) Any notice of
discontinuance so given by the carrier ghall include a request to the group
policyholder or other entity involved to notify employees covered under the
policy or subacriber contract of the date as of which the group poliey or
contract will discontinue and to advise that, unless otherwise provided in
the policy or contract, the carrier shall not be lisble for claims for losses
incurred after such date, Such notice of discontinuance shall also advise,
in any instance in which the plan involves employea contributions, that if the
policyholder or other entity continues to collect contributionsz for the
coverage beyond the date of disconpinuance, the policyholder or other entity
way be held solely liable for the benefits which respect te which the
contributions have been collected.

(b) The carrier will prepare and furnish te the policyholder or other
entity at the seme time a supply of a notice form te be distyxibuted to the
employees or members concerned indieating such discontinuance and the
affective date thereof, and urging the employees or members to refer to their
certificates or contractes in order to determine what rights, if any, are
available to them upon such discontinuance.

(6) EXTENSION OF BENBFITS. (a) Every group policy or other contract
subject to this rule hereafter issued, or under which the level of benefits
is hereafter altered, modified, or amended, must provide a reasonable
provision for extension of bemnefits in the event of total disability at the
date of digcontinuance of the group policy or contract during the continuance
of total disability as required by the following paragraphe of this section,

(b) In the case of a group or group type life plan which contains a
disability benefit extension of any type (e.g., premium waiver extension,
extended death benefit In event of total dizability, or payment of income for
a specified period during total disability), the discontinuance of the policy
shall not operate to terminate such extension.
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(¢} In the case of a group or group type plan providing benefits for
loas of time from work or specific indemnity during hospital confinement,
discontinuance of the policy during a disability shall have no effect on
benafits payable for that disability or confinement,

(d) 1In the case of hospital or medical axpense coverages other than
dental and maternity expense, a reagonable extenzion of benefits or accrued
liability provision 18 requived. Such a provision will be considered
reasonable if it provides ap extension of at least twelve wonths under major
wedical andvcomprehehsive medical type coverapges, and under other types of
hospital or medical expense coverages provides either an eitensian of at
least ninety days or an accrued liability for expenses incurred during a
period of digability or during a period of at least ninety daye starting
with a specific event which oceurved while coverage was in forece (e.g., an
aceident).

(e) Any applicable extension of benafits or accrued liability shell
be described in any poliey or contract involved ae well as in group insurance
certificates, The benefits payable during any period of extension or accrued
1iability may be subject to the policy's or contract's regular benefit liwits
(e.g.; benefits ceaszing at exhaustion of a benefit period or of maximﬁm
benefits).

(7) CONTINUANCE OF GOVERACE IN SITUATIONS INVOLVING REPLACEMENT OF
ONE CARRIER BY ANOTHER., (a) This section shell indicate the carrier
responsible for liability in those instances in which one carrier's contract
replaces a plan of similar benefits of another.

(b) Liabiliiy of prior carrier. .The prior carrier remaine lisble only
to the extent of its accrued liabilities and extensions of benefits, The
pasition of the prior carvier shall be the same whether the group policvyholder
or other entity involved gecures replacement coverage from a new carrier, self-
insuras, or foregoes the provision of coverage.
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(e) Liability of Bucceeding Carrier

L.

2,

Fach person who ig eligible for coverage in sccordance
with the succeeding carrier’s plan of benefits (in
respect of classes elipgible and actively at work and
non—-confinement rules) shall be covered by that
carrier's plan of benefits,

Each persen not covered under the succeeding carvier's
plan of benefite in accordance with subparagraph 1;
above must nevartheless be covered by the succeeding
carrier in accordance with the following rules if

such individual wae validly caveredv(ingluding benefit
extension) under the prior plan on the date of discon-
tinuance and if such individeal 18 a mewber of the
clage or classes of individuale eligible for coverage
under the gucceeding carrier's plan. Any reference

in the following rules to an individual vho was or

was not totally disabled ie a reference to the

individusl's status irmadiately prior to the date the

succeading carrler's coverage becomes effective.

a, The nininum level of benefits to be providad
by the sueceeding carrier shall be the
applicable level of benefits of the prior
carrier's plan reduced by any benefits
payable by the prior plan,

b, Coverage must be provided by the succeeding
carrier until at least the earlicat of the

following dates:



1)

11)

ii1)

The date the individual becomes
aligible wnder the succeeding
caxrier's plan as described in
subparagraph 1. above,

for each type of coverage, the
date the individual's coverage
would terminate in accordance
with the succeeding carrier's

plan provigions applicable to
individual termination of coverage
{e.g., at termination of employment
or ceasing to be an eligible de~
pendent, as the care may be).

in the case of an individual who
was totally disabled, and in the
case of a type of coverage for
which subsection (6) requires

an extension or accrued liabilicy,
the end of any period of extension
or accrued liability which is
required of the prior carrier

by subsection (6) or, if the
prior carrier’'s policy or contract
is not subject to that section,
would have been required of that
carrier had its policy or con-
tract baen subject to subsection
(6) at the time the prior plan
wae discontinued and veplaced

by the succeeding carrier's plan.
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3. In the case of a pre-existing conditions limitation
ineluded 1in the succeading carrier's plan, the level of
benefits applieable to pre-azisting comditions of pexsons
becoming covered by the succeeding carrier's plan in
azccordance with this subsectlon during the period of time
this limitation applies under the new plan shall be the
lesser of
a. The benefits of the new plan determined without

application of the pre-existing couditions
limicacion; and
b. the benafits of the prioy plan,

4, Tha succeeding carrier, in applying any deductibles or
walting periods fn 1ts plan, shall give cradit for the
satisfretion or partial satisfaction of the same orvr
gimilar provisions under a prior plan providing similar
benefita. In the case of deductible provisions, the
credlt shall apply for the same or overlapping benefit
periods and shall be given for expenses actually
tncurred and applied agalnet the deductible proviaions
of the prior carrier’s plan during the 90 days preceding
the effective date of the succeeding carrier's plan but
only to the extent these expenses are recognized under
the terms of the succeeding carrier's plan and are
subject to a similar deductible provision.

5. In any situation where a determimation of the prior
carrier's benefit iz required by the succeading carrier,
at the succeeding carrier's request the prior carrier
shall furnish a ststement of the bemefits available or
pertinent information, sufficient to permit
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verification of the benefit determination or the
determination itself by the succeeding carrier. For
the purpoges of this section, benefits of the priox
plan will be determined in accordance with all of the
definitions, conditions, and covered expense provisions
of the prior plan rather than those of the succeeding
plan, The benefit determination will be made ag 1if
coverage had not been replaced by the succeeding
earrier,
(8) EFFECTIVE DATE. This rule shall apply to all insurance policies
and subscriber contracts subject to the rule which are issued or renewed on

or after January 1, 1973,

Dated Septewber 27, 1972.

8, C. DuRose
Commisslioner of Insurance
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