
STATE OF WISCONSIN ) 
)ss 

OFFICE OF THE COMMISSIONER OF INSURANCE) 

1'0 ALL 1'0 WHOM THESE PRESENTS SHALL cm-lE, GREETINGS: 

I, Susan Mitchell, Commissioner of Insurance and custodian 

of the offieial records of ,said offiee, do hereby certify that the 

annexed order adopting a ru1e relating to coordination of benefit 

provisions in group and blanket disability insurance po1ieies was 

issued by this office June 20, 1980. 

. I further certify that said copy has been compared by me 

with the original on file in this office and that the same is a true 

copy thereof, and of the whole of such origina1. 

,) , 

IN TESTIMONY WHEREOF, I have 
hereunto subscribed my name 
in theCity of Madison, State 
of Wi~consin, this 20th day of 
June, 1980. 

Commissioner'of Insurance 



ORDER OF THE COMMISSIONER OF INSURANCE 

ADOPTING A RULE 

Re1ating to eoordination of benefit provisions in group and blanket 

disability insuranee policies. 

ANALYSIS PREPARED BY THE OFFICE OF THE COMMISSIONER OF INSURANCE 

Authorized elauses for eoordination of benefit provisions for group 

and b1anket disabi1ity insuranee po1ieies and guides for their use are 

estab1ishad pursuant to s. 631.23. The provisions and guide1ines are based 

on a made1 regulation and guide1inos adoptod by the National Association 

of Insuranee Commission,ers in 1970. Coordination of benefit provisions 
. . . . 

. . 

are used by insurers to ·eontr,?l overinsuranee and to prevent paymentof more 

than the aetual eost of hea1th eare expense ineurred by the insured. 

Use of uniform eoordination of benefit provisione and eommon guide1ines 

wi11 make for mare effieient review of group and blanket policy forms 

submitted to the ins~ranee eommissionerfor approva1 and for mare 

efficient and equitable claim settlement proeedures. 

Pursuantto theautnority vested in the Commissioner of Insuranee 
. . ". . 

, .., 

by section 601.41 (3), Wisconain Statutes, the Commissioner of Insuranee 

, hereby adopts a ruleinterpretingseetions 601.01 (3) (b), 631.20, 

631.21 (1) (b), 631.23, 631.43 and 632.77 (3), Wis. Stats., as fo11ows: 
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Seetion Ins 3.40 of the Wisconein Administrative Code is adopted to read: 

Ins 3.40 Authorized elauses for eoordination of benefit provisions 

in group and blanket disability insuranee polieies [ss. 631.20, 631.21 

(1) (b), 631.23, 631.43, 632.77 (3)]. (1) PURPOSE. This seetion establishes 

authorized eoordination of benefit elauaes for group and blanket disability 

insuranee polieies pursuant to s. 631.23, Stats., beeause it has been 

found that proviaion of language, eontent or form of these speeifie elauses 

is neeessary to provide eertainty of meaning of them, and regulation of 

eontraet forms will be more effeetive and litigation will be eubatantially 

redueed if there ie inereaeed uniformity of these elauses. This seetion 

does not require the use of eoordination of benefit or "other ineuranee" 

provisions but if such proviaione are used, they must adhere substantially 

to this seetion. Liberalization of the preseribed language ineluding 

rearrangement of the order of the elauses is permitted provided that the 

modified language is not less favorable to the insured person. Provisions 

for the reduetion in benefits beeause of other ineuranee whieh are 

ineonsistent with this seetion violate the eriteria of s. 631.20, 

Stats., and may not be used. 

(2) SCOPE~ This seetion applies to all group and blanket 

disability insuranee pol,ieies subj eet toe. 631. 01 (1), Stats., providing 

24-hour eoverage for mediealor dental care, treatment .or expenses due 

to either injury and siekness' whieh eontain a eoordination of benefits 

provision, an .'Iexcess," Uanti-duplieation," "non-profit" or "other 
: , . 

insuranee" elause or other provision, e1ause or exelusion by whatever 

name designated under whieh benefits would be redueed beeause of other 

insuranee, ot.h"er than an exelusion for expenses covered by workers 

eompenaation, employer's liability inauranee or Medieare. A. pIan of 
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coverage, such as major medical or excess medical, deaigned to be supple­

mentary to a group or blanket policyholder's other coverage may provide 

that the plan shall be excess to that specific policyholder's plan of basic 

coverage from whatever source provided. 

(3) AUTHORIZED CLAUSES. The clauses in subs. (4) to (10) shal1 

be considered authorized ~lauses pureuant to s. 631.23, Stata., for use 

in policy forms subject to this section and co11ectively are a coordination 

of benefits provision and may be referred to as "this provision." 

(4) BENEFITS SUBJECT TO THIS PROVISION. All of the benefits provided 

under this policyare aubject to this provision. 

(5) BENEFITS SUBJECT TO THIS PROVISION "[Alternate Clauae1. Only the 

major medical expense benefits provided under this policyare subjeet to 

this provision. [When the policy provides both integrated major medical 

expense benefits and the basic benefits, but the "other insurance" provision 

applies to the major medical expense benefits only, this alternate wording 

is authorized.] 

(6) DEFINITIONS. (il) "Plan" means any plan providing benefitsor 

services for or by reason of medical or dental care or treatmant, which 

benefits or services are provided by group, blanket or franchise insurance 

coverage, service insurance plau contracts, group practice, individual practice 

and other prepayment caVerage, or any coverage under labor-management 

trusteed plane, unioil welfare plans, employer organization plans, or 

employee benefit organization plans, andany coverage under governmental 

programs, and any coverage required or provided by statute. 

(am) The term "Plan" shal1 be conotrued separately with respeet to 

each policy, contract or other arrangement for benefita or services and 

separately with respeet to that portion of any pOlicy, contract or other 

arraugament which resenes the right to take benefits ·or services of 

3 



other plans into eonsideration in deterrnining its benefits and that portion 

which does not.· 

(b) "This Plan" means that portion of this policy whieh provides 

the benefits that are subjeet to this proviaion. Any benefits provided 

under this policy that are not subjeet to this provision eonstitute another 

Plan. 

(e) "Allowable Expense" means any neeessary, reasonable, and 

eustomary item of expense at least a portion of whieh is covered under 

at least one of the P1ans covering the person for whom e1aim is made. 

When a Plan provides benefits in the form of serviees rather than eash 

payments, the reasonab1e eash va1ue of eaeh service rendered sha11 be 

deemed to be both an Allowab1e Expense and a banefit paide 

(d) "C1aim Determination Period" menns ______________ • 

[Insert here an appropriate period of time such as "Ca1endar yesr" or 

"Benefit Period as defined e1sewhere in this policy."] 

(7) EFFECT ON BENEFITS. (a) This provision eha11 app1y in determining 

the benefits as to a person covered under this P1an for any C1aim Deterrnination 

Period if, for the Al1owab1eExpensesineurred as to such person during such 

period, the sum of 

1. the benefita that wou1d be payab1e under this P1an .in the absenee 

of this provision, and. 

2. the benefits that would be payable under a1Iother P1ans in the 

absenee therein of prov~Bions of simi1ar purpose to this provision 

wouId exeeed 'such al1owab1e Expenses. 

(b) As to anyClaim Deterrnination Period with respeet to whieh 

this provision is appIieab1e, the benefits that would be payable under 

this Plan in the absenee of this provision for the Allowab1e Expenses 

ineurred as to such pe~son during such C1aim Deterrnination Period sha11 
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be redueed to the extent neeessary so that the sum of such redueed 

benefita and all the benefits payable for such Allowable Expenses under 

all other Plans, exeept as provided in paragraph (e), ehall not exeeed 

the total of the Allowable Expenses. Benefits payahle under another 

Plan inelude the henefits that would have been payahle had claim been duly 

made therefor. 

(e) 1. If another Plan whieh is involved in paragraph (h) and whieh 

eontains a provision eoordinating its benefits with those of this Plan would, 

aeeording to its rules, determine itsbenefits after the benefita of 

this Plan have been determined, and 

2. The other Plan's provision eoordinating its benefits with those 

of this Plan ineludes Claim DeterminationPeriod and Faeility of Payment 

provisions similar to those of this provieion, and 

3. The rules set forth in this suhseetion would require this Plan 

to determine its benefits before any other Plan 

then the benefita of the other Plan will be i~10red for the purposes 

of determining the benefita under this Plan. 

(d) For the purposes of paragraph (e), the rules establishing 

the order of benefit deterrnination are: 

1. The benefits of a Plan whieh eovers the person on whose expenses 

clairn is based otherthan as a dependent shal1 he determined before the 

henefits of a Plan whieh covers the person as a depandent; 

2. The benefits of· a Plan which cov.ers the person on whose expenses 

claim is based as il dependent of· a male person shall be determined before 

the benefits of s Plan which covers the person as s dependent of a female 

person; except that in·cs,se of s personfor whom elaim is made ss a dependent 

child, 

s. lVhen parents sre separated or divorced and the parent with custody 

of the child· has not remarried, the beneHts of a Plan which eovers the 



ehild as a dependent of the parent with eustody of the child will be 

deterrnined before the benefits of a Plan whieh covers the child as a 

dependent of the parent without custody; 

b. When parents are divorced and the parent with eustody of 

the ehild has remarried, the benefits of a Plan whieh covers the child 

as a dependent of the parent with custody shall be deterrnined before the 

benefits of a Plan whieh eovers that child as a dependent of the stepparent, 

and the benefitB'of a Plau which covers that child as a dependent of the 

stepparent will be determined before the benefits of a Plan whieh eovers 

that ehild as a dependent of the parent ~rlthout custody; 

c. Notwithstauding subdivisions 2. a. and b., if there is a court deeree 

which would otherwise establish finaneial responsibility for the medical, 

dental or other heal th care expenses ~rlth respeet to the ehild, the 

benefits of a Plau whieh eovers the child as a dependent of the parent 

with such finaneial responsibility ahall be deterrnined before the benefits 

of any other Plan whieh covers the child as a dependent child. 

3. When subdivisions 1. and 2. do not establishan order of benefit 

determination, the benefits of a Plan which has covered the person on 

whose expenses elaim is based for the longer period of time sha11 be 

deterrnined before the benefits of a Plan' which has covered the person 

the shorter period of time. 

(e) When this subseetion operates to reduee the t".tal amount of 

benefits otherwisepayable as. to a personcovered under this Plan during 

any Claim DeterminationP~riod, each benefit that wouid be payab1e in the 

absenee of this provision eha11 be redueed proportionate1y, and the redueed 

amount eha11 be charged against any appl!cab1ebenefit limit of this Plan. 

[This elause may be oinitted if the Plan provides onlyone benetit.] 

6 



(8) RIGHT TO RECEIVE AND RELEASE NECESSARY INFORMATION. For the 

purpose of determining the applicability of and implementing the terms 

of this provision of this Plan or any provision of similar purpose 

of any other Plan, the insurer or service plan may, without the consent 

of or notice to any person, release to or obtain from any other insurance 

company or other organization or person any information, with respect 

to any person, which the insurer or service plan deeme to be necessary 

for such purposes. Any person claiming benefits under this Plan shall 

furnish to the insurer or service plan such information as may be necessary 

to implement this provision. 

(9) FACILITY OF PAYMENT. Whenever payments which should have been made 

under this Plan in accordance with this provision have been made under any 

other Plans, the insurer or service plan shall have the right, exercisable 

alone and in its sole discretion, to pay over to any organizations making 

such other payments any amounts it determines to be warranted in 

order to satisfy the intent of this provision, and amounts so paid shall 

be deemed to be benefits paid under this Plan and, to the extent of 

the payments, the insurer or service plan shall be fully discharged 

from liability under th~s Plan .• 

(10) RIGHT OF RECOVERY. . 'Whenever payments have been made by the insurer 

with respeet to AllC)wable Expenses in a total amount, at any time, in exeess 

of the tnaximum amount'of payment neeessary at that time to satisfy the intent 

of this provision, the'insurer or service plan shall have the right 

to recover such payments, to theextent of any exceSB, from among 

one or more of the following, as the insurer or service plan shall determine: 

any persons to or for or with respeet to whom such paymants were made, 

any other insurers, service pIane or any other organizations. 

7 



(11) LIMITATIONS ON AND VARIATIONS FROM DEFINITION OF PLAN [sub. (6) (a)J. 

The definition of a P1an in sub. (6) (a) enumerates the types of eoverage 

whieh the insurer may eonsider in determfning whether overinsurnnee exists 

with respeet to a speeifie claim. The authorized definition e1ause may 

be varied in aeeordanee with the substanee of the following: 

(a) The definition may not ine1ude individua1 or family policies, or 

individual or fami1y subseriber eontraets, exeept as authorized in 

paragraphs (b) through (f). 

(b) The definition may ine1ude all group polieies or group subseriber 

eontraets as we11 as such group-type contraets as are not avai1ab1e to 

the general public and enn be obtained and maintained only beeause of the 

covered person's membership in or eonneetion with a partieular organization 

or group. Group-type eontraets answering this description may be ine1uded 

in the definition, at the option of the insurer and its po11eyho1der-e1ient, 

whether or not individua1 policy forma are uti1ized and whether the group­

type eoverage is designated as "franehise" or "b1anket" or in some other 

fashion. 

(e) The definition ,may ine1ude both group and individual automobile 

"no-fau1t" eontraets but, as to the tradittona1 automobile "fau1t" eontraets, 

only the medical benefita lfritten on a group or group-type baaia may be 

ineluded. 

(d) The definition may not ine1udegroup or group-type hospital 

indemnity benefits lfritten on a nonexpense ,incurred basis of $30 per day 

or 1ess un1ess they areeharacterizedas reimbursement type benefits but 

are designed or administeredsoas to give the insured the right to 

eleet indemnity type benefits,in 1ieu of such reimbursement type benefits, 

at the time of claim. In any event, theamount of group and group-type 
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hoapital indemnity benefita which exceeds $30 per day may be construed 

as being included under the definition of a "P1an." 

(e) The definition may not include school accident type coverages, 

written on either an individual, group, b1anket or franchise basis. 

In this context, school accident type coverages are defined to mean coverage 

covering grammar school and high school students for accidents only, 

including athletic injuries, either on a 24-hour basis or "to and from 

schooI," for which the parent pays the entire premium. 

(f) If Medicare or similar governmental benefits are included in the 

definition of a Plan, such benefits may be taken into consideration without 

expanding the definition of Al1owab1e Expenses beyond the hospita1, medioa1 

and surgical benefits as may be provided by the government program. 

(12) DETERMINATION OF LENGTII OF TIME COVERED. (a) In determining the 

length of time an individua1 has been covered under a given P1an, two 

successive Plans of a given group sha11 be deemed to be one continuous 

Plan so long as the claimant concerned was e1igible for coverage within 

24 hours after the priorPlan terminated. Thus, neither a change in 

the amount or scope of benefits provided by a Plan, a.change in the carrier 

insuring the Plan, nor a change from one type of Plan to another, [e.g., 

single employer to. multiple employer Plan, or vice versa, or sing1e 

employer to a Taft-Hartley Helfare Plan] lrould eonstitute the start 

of a new Plan for purposes of this section. 

(b) If a claimant's effective date of coverage under a given Plan 

is subsequent to the date the carrier firat eontracted to provide the 

Plan for the group concerned (employer, union, association, etc.), then, 

in the absence of speeific information to the contrary, the carrier 

mall assurne, for purposes of this seetion, that the c1aimant'e length 
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of time covered under that P1an sha11 be measured from the olaimant's 

effective date of coverage. If a c1aimant's effective date of coverage 

Wlder a given P1an is the same as the date the carrier first contracted 

to provide the P1an for the group concemed, then the carrier sha11 request 

the group eoncemed to fumiah the date the c1aimant first became covered 

under the ear1iest of any prior P1ana the group may have had. If such 

date is not readi1y avai1ab1e, the date the c1aimant first became a 

member of the group sha11 be uaed as the date from which to deterrnine the 

1ength of time eoverage under that P1an has been in foree. 

(13) COORDINATION OF BENEFITS WITH OTHER PLAN WHOSE COVERAGE IS 

EXCESS TO ALL OTHER COVERAGE. It is reeognized that there may be existing 

group p1ana containing proviaions underwhich the coverage is dec1ared 

to be "excess" to all other coverages, 'or other overinsurance provisions 

not eonsistent with the proviaions of this seetion. Such p1ans may have 

heen written by self-inaured or nonregu1ated entities not present1y 

subject to insuranee regu1ation, or by inaurera or service corporationa 

under po1ieies or eontraets iasued prior to the effective date of this 

seetion whieh have not yet been brought into eonformanee with this section. 

Carriers are urged to use the following e1aims administration procedures 

when one p1an is "exeess" to all other coverages and their policy or 

eontraet contains the eoordination of benefita proviaions of this section. 

A p1an containing a eoor.dination of benefita provision shou1d pay first if 

it would be primary aceording to the order of beneftt determination of 

subsection (7). In those cases where a group coordination of benefits p1an 

would norma11y be considered secondary, the insurer shou1d make every effort 

to coordinate in a secondary position with benefits avai1able through any 

such "excess" p1an. The insurer shou1d try to seeure the necessary information 
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from the "exeess" plan. But if such exeess plan is unwilling to provide the 

earrier with the neeessary information, the carrier should assume the 

primary position in order to avoid undue elaim delays and hardship to 

the insured. 

(14) COORDINATION OF BENEFITS PAYABLE. Insurers are urged to use 

the following elaima administration proeedures to expedite elaim payments 

where eoordination of benefits is involved: 

(a) Improving exchange of benefit information; 

(b) There should be eontinued and improved edueation of elaim per­

sonnel, stressing aeeurate and prompt eompletion of the HIC Duplieate 

Coverage Inquiry (DUP-l) Form by the inquiring insurer and the responding 

insurer. This edueation effort should also be eneouraged through loeal 

elaim assoeiations; 

(e) Claim personnel should be eneouraged to make every effort, 

ineluding use of the telephone, to speed up exchange of eoordination 

of benefits information; 

(d) Insurers should encourage building aloeal data file of other 

group plans in the area, with at least basie information on group health 

plans for major employers; 

(e) Eaehinsurer should establish a time limit after whieh full or 

partial payment should be made. When payment of a elaim is neeessarily 

delayed for reasons other than the applieation of a eoordination of 

benefits provision, investigation of other valid eoverage should be 

eondueted eoneurrently so as to ereate no ·further delay in the ultimste 

payment of benefita. Oeeasionally this will neeessitate an insurer making 

payment as the primary 'insurer with a right of reeovery in the event 
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that subsequent investigation provea that payment as a secondary insurer 

should have been made. 

(15) SMALL CLAlMS WAlVER. lnsurers are urged to ,.,aive the investigation 

of posaible other coverage for coordination of benefita purposea on claims 

leas than $50, but if additional liability is incurred to raise the small 

claim above $50, the entire'liability may be included in the coordination 

of benefits computation. 

(16) SUBROGATlON. The concept of coordination of benefita is clearly 

distinguiahable from that of subrogntion. Proviaions for either may be 

included in a group diaability inaursnee policy wi.thout compelling the 

incluaion or exclusion of the other. 

(17) EDUCATlON OF lNSUREDS. Ench insurer hns an affirmative obligation 

to urge its respective group clienta to take reasonable steps to assure 

that those insured by the group policy or subscriber contract have been 

exposed to reasonably concise explanationa, with aa little technical 

terminology as is eommensurate with aeeuraey, as to the purpose and operation 

of coordination of benefits. Such educationd effort may take the form 

of artieles in the employer magazines OI' newspapers, speeches before the 

appropriate labor organization in the case of a unionized employer, broehures 

added to payenvelopes,notices on the company bulletin board, material s 

used by personnel department in counse1ing employees, and the like. 

(18) DISCLOSURE OF COORDINATION OF BENEFIT CLAUSES IN CERTIFICATES 

OF COVERAGE. Eaeh eertificate of coverage under a group disability policy 

or eontract which provides coordination of benefits pursuant to this section 

shall contain," at least in summary form~ a description of the coordination 

of benefit clauses., 
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, , . 

(19) SEVERABILITY. If any provision of this seetion or its applieation 

to any person or eireumstanee is heId invalid, the invalidity does not 

affeet other provisions or applieations of the seetion whieh ean be given 

effeet without the invaIid provisions or applieation, and to this end the 

parts of this seetion are deelared to be severable. 

(20) EFFECTlVE DATE. This seetion shall beeome effective on September 1, 

1980. The authorized clauses, authorized modifieations thereof and the 

substantive requirements of this seetion shal1 apply to all policy 

and eontraet forma subject to this seetion that are issued on or after 

this effeetive date. Polieies or eontraets whieh are otherwise subject 

to this seetion whieh are in foree as of the effeetive date shall eomply 

with this seetion hy the later of the next anniveraaty or renewal date 

of the group policy or eontraet, or the expiration of the applieable 

eolleetively hargained eontraet pursuant to which they were written, 

if any. 

Dated at Madison, Wiseonsin, this ~ day of June, 1980. 

~6A tlJ~ 
Susan Mitchell 
Commissioner of Insuranee 
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