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STATE OF WISCONSIN )

)ss
OFFICE OF THE COMMISSIONER OF INSURANCE)

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

I, Susan Mitchell, Commissioner of Insurance and custoedian
of the official records of said office, db hereby certify that the
annexed order adopting a rule relating to coordination of benefit
provisions in group and blanket disability insurance policies 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 1s a true

copy thereof, and of the whole of such_original.

IN TESTIMONY WHEREOF, I have
hereunto subscribed my name
in the City of Madison, State
of Wisconsin, this 20th day of
June, 1980.

Sus Mitchell
Commissioner -of Insurance



ORDER OF THE COMMISSIONER OF INSURANCE

ADOPTING A RULE

Relating to coordination of benefit provisions in group and blanket

disability insurance policiles.

ANALYSIS PREPARED BY THE OFFICE OF THE COMMISSIONER OF INSURANCE
Authorized clauses for coordination of benefit provisions for group
and blanket disability insurance policige and guides for their use are
established pursuant to s. 631.23. The provisions and guldelines are based
on a model regulation and guidelines adopted by the National Agsoclation
of Insurance Commiésionéré.in 1970. Coordination of benefit provisions
are used by insurers to control overinaurance and to prevent payment of more
than the actual cost of health care expense incurred by the insured,
Use of uniform coordination of benefit prdﬁisions and common guidelines
will make for more efficient review of group and blanket policy forms
submitted to the insurance cowmissioner for. approval and for more

efficient and equitable claim settlement procedures.

. Pursuanttto the,atthdrity Veéted in the Commissioner of‘insurance
it by sectibn 601.41 (3),‘Wiéconsin:Statuteé;‘the Commissioner of Insurance
F.hereby adopté a rule'iﬁtetpretipgtsectidns 601.01 (3) (b), 631.20,
© 631,21 (1) (b)‘",, 631.23, 6_31.43 and 632.577. (3), Wis. Stats., as follows:
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Section Ins 3.40 of the Wisconsin Administrative Code 1s adopted to read:
Ins 3.40 Authorized clauses for coordination of benefit provisions

in group and blanket disability insurance policies [ss. 631.20, 631.21
(1) (b), 631.23, 631.43, 632.77 (3)]. (1) PURPOSE. This section establishes
authorized coordination‘of beﬁefit clauses for group and blanket disability
insurance policies pursuant to s. 631,23, Stats., because it has been
found that pro§ision of language, content or form of these specific clauses
is necessary to provide certainty of meaning of them, and regulation of
contract forms will be ﬁore effective and litigation will be substantially
reduced 1f there is incréased uniformity of these clauses. This section
does not require the use of éoordinatipn of benefit or '"other insurance"
provisions but if suchvproviaions are uéed, they must adhere substantially
to this section. Liberalization of the prescribed language including
rearrangement of the order of the clauses is permitted provided that the
modified language is not less favorable to the insured person. Provisions
for the reduction in benefits because of other insurance which are
inconsistent with this section violate the criteria of s. 631.20,
Stats., and may not be uSed. ﬁ"' | |

- (2) SCdPE;,'Tﬁis secﬁibn appiieé to all group and.blanket
disébility insurance pélicieg‘sﬁbject_tqis. 631.01 (1), Stats., providing
24;h6ur coverége fof_médical'of dental'ca?e, treatment or expenses due
to either injﬁry and sickness-which cOﬁgaih a coordination.of benefits
' provision, én.“excéss,"_"anti—dﬁpiicatiqn," "non-profit"'Or‘"other
insurance" ciause of othef pfo#ision, clausé or ex;lﬁgion by whatever
name designatea ﬁndef which benefits would be reducedlﬁecauéé of other
insu:ance, oﬁher tﬁan éﬁ exclﬁéioh for'expenses covered by workers

compensation, empldyer'sfliaﬁility insurance or Medicare. A plan of



coverage, such as major medical or excess medical, designed 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) shall
be considered authorized clauses pursuant to s. 631,23, Stats., for use
in policy forms subject to this section and collectively 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 policy are subject to this provision.

(5) BENEFITS SUBJECT TO THIS PROVISION TAlternate Clause]. Only the
major medical expense‘benéfits pfovidéd uﬁde? this policy are subject to
this provisioﬁ. [When fhe poiicy provides‘ﬁoth integrated méjér medical
expense benefits and the basic benefits, but the "other {nsurance" provision
applies to the major medical expense benefits only, this alternate wording

is authorized.] |
| (6) DEFINITIONS. (é) "Pla#“ meanskaﬁy plan providing benefits or
services for or by réasbﬁ of medical or dental care or tieatﬁent, which
benefits or servicesva:e‘provided by gfoup,.blanket’or'franch;se insurance
coverage; service insurance plaﬁ'contrécts, group practice, individual practice
", and other prepayment.coverage, otlany co&grége undér labor-ménagemént

‘ trusﬁéed plans, unidn,welfare ﬁlans, employef organizétion plans, or
employee benefit organiiétion'plans, and ‘any coverage uhder governmental
programs, and any coverage requifed or provided by statute. |

(am) The.term fPlén" shal; be construéd separatel} with respect to
| each policy, contract or other arrangement for benefits or services and
separately with reséect tb tha; portion of any policy, contract or other

arrangement which reserves the right to take benefits or services of



otﬁer plans into consideration in determihing its benefits and that portion
which does not.: . |

(b) "Thia Plan" means that portion of this policy which provides
the benefits that are subject to this provision. Any benefits provided
under this policy that are not subject to this provision constitute another
Plan.

(c) "Allowable Expense" means any necessary, reasonable, and
custonary item of expense at least a portion of which is covered under
at least one of the Plané cbvering the person for whom claim is made.
When a Plan provides benefits in the form of services rather than cash
payments, the reasonable'cash value of each service rendered shall be
deemed to be both an Allowable Expense and a benefit paid.

(d) "Claim Determination Period' means .

[Insert here an appropriate period of time such as '"Calendar year" or
"Benefit Period as defined elsewhere in this policy."]

(7) EFFECT ON BENEFITS. (a) This provision shall apply in determining
the benefitg as to a person covered under fhis Plan for any Claim Determination
Period if, fqr the'Allowéﬁle_Expenses'incurfed as to such pefson during such
period, the sﬁm of . | | |

.1, the benefité that‘woﬁld be payable under this Plan in the absence
of this proviéion; and. o | | |

" 2. the benefits that would'ﬁe payébiéiﬁﬁder all other Plans‘in the
absence thefein of‘pfo§$éions:of_simila:_purpose to this provision
would exceed such ailowéble Exbenses.>’::. -

| (b) As to any clai@ Detetminatioﬁ feriod with respect to which

this‘provisioﬁ is apﬁlicéble, the benefitg that would be payable under
this Plan in the aﬂsence of this provision for the Allbwablé Expenses

incurred as to such person during such Claim Determination Period shall



be reduced to the extent necessary so that the sum of such reduced
benefits and all the benefits payable for such Allowable Expenses under
all other Plans, except as provided in paragraph (c), shall not exceed

the total of the Allowable Expenses. Benefits payable under another

Plan include the benefits that would have been payable had claim been duly
made therefor. |

(c) 1., If another Plan which is involved in paragraph (b) and which
contains a provision coordinating its benefits with those of this Plan would,
according to its rules, determine its benefits after the benefits of
this Plan have been determined, and

2. The other Plan's provision coordinating its benefits with those
of this Plan includeg Claim Determinatién,Period aﬁd Facility of Payment
provisions similar to those of this pr@Viéipn, and

3. The rules set forth in this subsection would réquire this Plan
to determine its benefits before any other Plan
then the benefits of the other Plan will be ignored for the purposes
of determining the benefits undei this'Plan.

(d) For the purposeé of paragraph (c), the rules establishing
the order of benefit:deﬁefminaﬁion are!»ﬁ | |

1. Thé»benefits of‘a Plan which covers the person on whose expenses
claim ié baséd othér,thﬁn as a dependent shall be determined before the
benefits of a‘Plan whiéh covefs the person as a depenéent;

2. The benefits ofTa Plan which covers the person on vhose expenses
claih is based as a dependent of a male person shall be determined before
the benefits bf a ?lan which covers the peréon as a dependent of a female
person; except that iniégée of a peréonffor whom claim is méde as a dependent
child, | |

a, When parents ére‘separafed or divorced and the parent with custody

of the child has not remarried, the benefits of a Plan which covers the

-



child as a dependent of the parent with custody of the child will be
determined before the benefits of a Plan which covers the child as a
dependent of the parent without custody;

b. When parents are divorced and the parent with custody of
the child has remarried, the benefits of.a Plan which covers the child
as a dependent of the parent with custody shall be determined before the
benefits of a Plan which covers that child as a dependent of the stepparent,
and the benefits of a Plan which covers that child as a dependent of the
stepparent will be determined before the benefits of a Plan which covers
that child as a dependent of the parent without custody;

¢. Notwithstanding subdivisions 2. a. and b., 1f there is a court decree
which would otherwise establish financial responsibility for the‘medical,
dental or other health care expenses with respect to the child, the
benefits of a Plan which covers the child as a dependent of the parent
with such financial responsibility shall be determined before the benefits
of any other Plan which covers the child as a dependent child.

3. When.subdivisions 1. aﬁd 2. do not establish an order of benefit
determination, tﬁe benéfiﬁs of a Plan thch,has covered the person bn
‘ whosé expenses_claiﬁ'ié based‘for thelldnger perio& of time shall be
determined béfore the"benefite of a Plan wﬁidh has coveréd the person
the.Shorter pgriod éf.timé. |

- (e) Whén this éubsggtion-operates to'fgduce the tétal amount of

benefits otheryise.payabié as. to a pe:soﬁfcovered under this Plan during
any Claim Detérminat109 Pgtiod, each benefit that wouid be payable in the
abgence of this pro&isioﬁ shall be reduced proportionately, and the reduced
amopnt shall be charged'against Any applicable'benefit limit of this Plan.

[This clause may be omitted if thé Plan provides only one benefit.]



(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 deems 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 insurér or service plén 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 this Plan. : |

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

with respect to Allowable Expenses in a totél amount , 5t any time, in excess
of the maximum amounﬁ'of payﬁent necéssaryvat that time to satisfy the intent
of this provision, the 1nsurer or service plan shall have the right
to recover such payments, to the extent of any excess, from among
~ one or more of-the following, as the 1nsu:er or service plan shall determine:
any persoﬁs to or for or with respect to whom such péyments.were made,

any other insurers, service plans or any other organizations.



(11) LIMITATIONS ON AND VARTATIONS FROM DEFINITION OF PLAN [sub. (6)’(a)].
The definition of a Plan in sub. (6) (a) enumerates the types of coverage
which the insurer may consider in determining whether overinsurance exists
with respect to a specific claim. The authorized definition clause may
be varied in accordance with the substance of the following:

(a) The definition may not include individual or family policies, or
individual or family subscriber contracts, except as authorized in
paragraphs (b) through (f).

(b) The definition may include all group policies or group subscriber
contracts as well as such group-type contracts as are not available to
the general public and can be obtained and maintained only because of the
covered person's membership in or connection with a particular organization
or group. Group-type contracts answering this description may be included
in the definition, at the‘option of the Insurer and its policyholder-client,
whether or not individual policy forms are utilized and whether the group-
type coverage is desigﬁated as "franchisg" or "blanket'" or in some other
fashion. ‘ .

(é) The definition may inciude both group and individual automobile

“no-fault" contracts but, as to the traditional automobile "fault" contracts,
only the medical benefits written on’ a group or groupntype basis may be
included.

(d) The‘definitiop'ﬁay not include group or group-type hospital
indemity beﬁefité written on a'nonexpén9¢ incurred basis of $30 per day
or less unless they Qrefcharactefized.aé reimbursement type benefits but
are designed or administered ‘80 as to give the insured the right to
elect indemnity type benefita, in lieu of such reimbursement type benefits,

at the time of claim. In any event, the amount of group and group-type



hospital indemnity benefits which exceeds $30 per day may be construed
as being inclﬁded under the definition of a "Plan.”

(e) The definition may not include school accident type coverages,
written on either an individual, group, blanket 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 injuiies, either on a 24-hour basis or "to and from
school," 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 definitlion of Allowable Expenses beyond the hospital, medical
and surgical benefits as may be providedvby the government program.

(12) DETERMINATION OF LENGTH OF TIME COVERED. (a) In det:ermining the
length of time an individual has been covered under a given Plan, two
successive Plans of a given group shall be deemed to be one continuous
Plan so long as the claimant concerned was eligible for coverage within
24 hours after the prio:'Plan_te:minated. Thus, neither a change in
the amount or scope of ﬁenefiﬁs provided bj]a Plan, aﬁchangé in the carrier
insuring thebPlan, nor a change from one fype of Plan to another, [e.g.,
single emploier to‘mpltiple employer Plan, or vice versa, or single
employer to a‘Taft-Hartléy Welfare Plap] would constithte the start
of a new Plan for pdfpéses of this section,

) If a claimaﬁt's effective date of coverage uﬁder a given Plan
is subsequent to the date the carrier first contracted to prov;de the
Plan for the group §Oncgrned (employer, unioﬁ, association, etc.), then,
in the absence of speéifie infofmation to the contrary, the carrier

chall assume, for purposes of this section, that the claimant's length



of time covered under that Plan shalllbe measured from the claimant's
effective date of coverage. If a claimant's effective date of coverage
under a given Plan is the same as the date the carrier first contracted
to provide the Plan for the group concerned, then the carrier shall request
the group concerned to furnish the date the claimant first became covered
under the earliest of any prior Plans the group may have had. If such
date is not readily available, the date the claimant first became a
member of the group shall be used as the date from which to determine the
length of time coverage under that Plan has been in force.

(13) COORDINATION OF BENEFITS WITH OTHER PLAN WHOSE COVERAGE IS
EXCESS TO ALL OTHER COVERAGE. It is recognized that there may be existing
group plans containing ﬁrovisiona undergwhiéh the coverage is declared
to be "excess'" to all other coverages,‘orvother overinsurance provisions
not consistent with the provisions of this section. Such plans may have
been wrltten by self-insured or nonregulated entities not presently
subject to insurance regnlation; or by insufers or se:vice corporations
under policies or contrécts issued priqf to the effective date of this
se;tion which have not yet been brought into conformance with this section.
Carriers are urged to use the following élaims administration procedures
when one plan is "excess' to all other coverages and fheir policy or
coﬁtract contéins the coordinétibn of benefits provisions of this section.
A plan containing a‘coordinatiqh of benefits provision should pay first if
it would be primary accofding to the order of benefit determination of
subsection (7). In those cases where a group coordination of benefits plan
would normally be coﬁsidered secondary,‘the insurer should make every effort
to coordinate in a agcondary position with benefits ayailable through any

such "excess" plan. The insurer should try to secure the necessary information

10



from the "excess' plan. But 1f such excess plan is unwilling to provide the
carrier with the necessary information, the carrier should assume the
primary position in order to avoid undue claim delays and hardship to

the insured.

(14) COORDINATION OF BENEFITS PAYABLE. Insurers are urged to use
the following claims administration procedures to expedite claim payments
where coordination of benefits 1s involved:

(a) Improving exchange of benefit information;

(b) There should be continued and improved education of claim per-
sonnel, stressing accurate and prompt completion of the HIC Duplicate
Coverage Inquiry (DUP-1) Form by the inquiring insurer and the responding
insurer. This education effort should also be encouraged through local
claim associations; |

(c) Claim personnel should be encouraged to make every effort,
including use of the telephone, to speed up exchange of coordination
of benefits Information;

(d) Insurers should encourage building a local data file of other
group plans in the areﬁ; with at least bagic information on group health
plans for majoi employérg; ‘

(e) Each insurer shdgld éstablishia time 1imit after which full or
partial payment should bé made. When pa&ment of a cldim is necessarily
delayed for reasons othef than the applicétion of a coordination of
benéfits provision, inveétigation of other valid covefage should be
conducted concurrently 8o as to create no further delay in the ultimate
payment of benefits. Occasionally this willvnecessitéﬁe an insurer making

payment as the priméry‘insurer with a right of recovery in the event

11



that subsequent investigation proves that payment as a secondary insurer
should have been made.

(15) SMALL CLAIMS WAIVER. Insurersg are urged to walve the investigation
of possible other coverage for coordination of benefits purposes on claims
less than $50, but if additional liability is incurred to railse the small
claim above $50, the entire 1iability may be included in the coordination
of benefits computation.

(16) SUBROGATION. The concept of coordination of benefits is clearly
distinguishable from that of subrogation. Provisions for either may be
included in a group disability insurance policy without compelling the
inclusion or exclusion of the other.

(17) EDUCATION OF INSUREDS. Fach insurer has an affirmative obligation
to urge its respective group clients to take reasonable steps to assure
that those insured by the group policy or subscriber contract have been
exposed to reasonably concise explanations, with as little technical
terminology as 1is commensurate with accuracy, as to the purpose and operation
of coordination of benefits. Such educational effort may take the form
of articles in the empldyer magézines Or newspapers, speeches before the
appropriate labor organizatidn in thebcaée‘of a unioﬁized employer, brochures
added to pay.enveIOpes;‘notices on the #bmpany bulletin board, materials
used by personnel deparfment in counseling employees, and the like.

(18) DISCLOSURE OF'COORDINATION OF BENEFIT CLAUSES IN CERTI?ICATES
OF COVERAGE. Each certificate of coverage under a group disability policy
or contract which providgs coordinatidn of benefits pursuant to this section
shall contain, at leést'in summafy form, a description of the coordination

of benefit clauses,

12



(19) SEVERABILITY. 1If any provision of this section or its application
to any person or circumstance is held invalid, the invalidity does not
affect other provisions or applicatlons of the section which can be given
effect without the invalid provisions or application, and to this end the
parts of this section are declared to be severable.

(20) EFFECTIVE DATE. This section shall become effective on September 1,
1980. The authorized clauses, authorized modifications thereof and the
substantive requirements of this section shall apply to all policy
and contract forms subject to this sectlon that are issued on or after
this effective date. Policies or contracts which are otherwise subject
to this section which are in force as of the effective date shall comply
with this section by the later of the next anniversary or renewal date
of the group policy or contract, or the expiration of the applicable
collectively bargained contract pursuant to which they were written,

if any.
Dated at Madison, Wisconsin, this ZO day of June, 1980.

%%#\ //ULM

Susan Mitchell
Comnmissioner of Insurance
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