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ORDER OF THE COMMISSIONER OF INSURANCE 

ADOPTING RULES 

ST/~ Te. c,~ Vn.'jC8~ i:l: j 
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FEB (~ 1981 

vn PH1LUP5 
SECREl'f .. JY OF STATr:: 

Relating to eonversion and eontinuation options for group and 

individual health insurance policies. 

ANALYSIS PREPARED BY THE OFFICE OF THE COMMISSIONER OF INSURANCE 

These rules are to implement and interpret seetion 632.897, Stats. 

The purpose of seetion Ins 3.41, Wis. Adm. Code, is to elarify the 

type of eoverage whieh must be offered for conversion purposes, by 

interpreting the term "reasonably similar to the terminated eoverage" as 

used in section 632.897 (4) (a), Stats., and expanded on in seetion 

632.897 (4) (b), Stats., and by interpreting seetion 632.897 (2) (d), and 

(9) (e), Stats., as it relates to eomputation of the premium to be eharged 

for individual conversian eoverage. 

The purpose of section Ins 3.42, Wis. Adm. Code, is to promulgate 

three plans of individual coverage varying in degree of covered benefits 

to be offered as individual conversion policies, as authorized by section 

632.897 (4) (b), Stats. 

The purpose of section Ins 3.43, Wis. Adm. Code, is to establish 

standards for approval of a policy form providing a high limit comprehensive 

plan of benefits for eonversions, as authorized by section 632.897 (4) (b), 

Stata. 



The purpose of seetion Ins 3.44, Wis. Adm. Code, is to interpret the 

provisions of seetion 632.897 (2) (b) and (9), Stats., deseribing when the 

provisions of that statute apply to individual and group insuranee polieies. 

The purpose of sectian Ins 3.45, Wis. Adm. Code., is to interpret 

seetion 632.897 (4) (d) (first sentenee) and (6) Stats., with respeet to 

eonversion requirements for an insurer offering group polieies only. 
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Pursuant to authority vested in the Commissioner of Insuranee by 

seetions 601.41 (3) and 632.897 (4) (b), Wis. Stats., the Commissioner of 

Insuranee hereby adopts rules implementing and interpreting seetion 632.897, 

Wis. Stats., as follows: 

Seetion Ins 3.41 is adopted to read: 

Ins 3.41 Individual Conversion Policies. (1) Reasonably similar 

eoverage. An insurer provides reasonably similar coverage under s. 632.897 (4), 

Stats., to a terminated insured as defined in s. 632.897 (1) (f), Stats., if 

a person is offered individual coverage substantially identieal to the 

terminated eoverage under the group policy or individual policy, or is 

offered his or her choice of the three plans deseribed in seetion Ins 3.42, 

Wis. Adm. Code, or is offered a high limit eomprehensive plan of benefits 

approved for the purpose of eonversion by the eommissioner as meeting the 

standards deseribed in seetion Ins 3.43, Wis. Adm. Code. Individual 

eonversion polieies must inelude benefits required for individual disability 

insuranee policies by subeh. VI, ch. 632, Stats. 

(2) Renewability. (a) Exeept as provided in par. (b), individual 

eonversion polieies shall be renewable at the option of the insured unIess 

the insured fails to roake timely payment of a required premium amount, there 

is over-insuranee as provided by s. 632.897 (4) (d), Stats., or there was 

fraud or material misrepresentation in applying for any benefit under the 

policy. 

(b) Conversion polieies issued to a former spouse under 

s. 632.897 (9) (b), Stats., must inelude renewal provisions at least as 

favorable to the insured as did the previous eoverage. 

(3) Premium rates. (a) In determining the rates for the elass of 

risks to be covered under individual eonversion polteies, the premium and 



loss experience of polieies issued to meet the requirements of s. 632.897 (4), 

Stats., may be considered in determining the table of premium rates applieable 

to the age and elass of risks of eaeh person to be covered under the policy 

and to the type and amount of eoverage provided. 

(b) Exeept as provided in par. (e), eonditions pertaining to health 

sha11 not be an aeeeptable basis for elassifieation of risks. 

(e) A eonversion policy issued to a former spouse under s. 632.897 

(9) (b), Stats., may be rated on the basis of a health eondition if a 

similar rating had been previously applied to the prior individual eoverage 

due to the same eondition. 

Seetion Ins 3.42 is adopted to read: 

Ins 3.42 Plans of Conversion Coverage. Pursuant to s. 632.897 

(4) (b), Stats., the following plans of eonversion eoverage are established. 

(1) Plan I - Basie Coverage - Plan I basie eoverage eonsists of 

the following: 

(a) Hospital room and board daily expense benefits in a maximum 

dollar amount approximating the average semi-private rate eharged in the 

major metropolitan area of this state, for a maximum duration of 70 days 

per ealendar year; 

(b) Miseellaneous in-hospital expenses, ineluding anesthesia 

serviees, up to a maximum amount of 20 times the hospital room and board 

daily expense benefits per ealendar year; and 

(e) In-hospital and out-of-hospital surgieal expenses payable 

on a usual, eustomary and reasonable basis up to a maximum benefit of 

$2,000 a ealendar year. 

2 



(2) Plan 2 - Major Medical Expense Coverage - Plan 2 major medical 

expense eoverage shall eonsist of benefits for hospital, surgieal and 

medical expenses ineurred either in or out of a hospital of the following; 

(a) A lifetime maximum benefit of $75,000. 

(b) Payment of benefits at the rate of 80% of covered medical 

expenses whieh are in exeess of the deduetible, until 20% of such expenses 

in a benefit period reaehes $1,000, after whieh benefits will be paid at 

100% for the remainder of the benefit period; provided, however, benefits 

for out-patient mental illness, if covered by the policy, may be provided 

at a lesser rate, but not below 50%, and surgieal expenses will be provided 

at a usual, eustomary and reasonable level. 

(e) A deduetible for eaeh benefit period of $500 except that the 

deduetible shall be $1,000 for eaeh benefit period for a policy insuring 

members of a family. All covered expenses of any insured family member 

may be applied to satisfy the deduetible. 

(d) A "benefit period" shall be defined as a ealendar year. 

(e) Payment for all serviees covered under the eontraet by any 

lieensed heal th eare professional qualified to provide the serviees. 

(3) Plan 3 - Major Medical Expense Coverage - Plan 3 major medical 

expense eoverage shall eonsist of benefits for hospital, surgieal and medical 

expenses ineurred either in or out of a hospital of the following: 

(Same as Plan 2 except that maximum benefit is $100,000 and 

deduetible is $1,000 for an individual and $2,000 for a family.) 

Seetion lns 3.43 is adopted to read: 

lns 3.43 High Limit Comprehensive Plan of Benefits. (1) A policy 

form providing a high limit eomprehensive plan of benefits may be approved 

as an individual eonversion policy as provided by s. 632.89.7 (4) (b), Stats., 
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if it provides eomprehensive eoverage of expenses of hospital, surgieal and 

medical service s of not less than the following: 

(a) A lifetime maximum benefit of $250,000. 

(b) Payment of benefits at the rate of 80% of covered medical expenses 

whieh are in excess of the deduetible, until 20% of such expenses in a benefit 

period reaehes $1,000, after whieh benefits wi1l be paid at 100% for the 

remainder of the benefit period; provided, however, benefits for out-patient 

menta1 i11ness, if covered by the policy, may be provided at a lesser rate, 

but not be10w 50%, and surgiea1 expenses will be provided at a usual, eustomary 

and reasonable level. 

(e) A deduetible for eaeh benefit period of at least $250 and not 

more than $500 except that the deduetib1e shal1 be at least $250 and not 

more than $1,000 for eaeh benefit period for a policy insuring members of a 

family. All covered expenses of any insured fami1y member may be applied to 

satisfy the deduetib1e. 

(d) A "benefit period" sha1l be defined as a ealendar year. 

(e) Payment for all serviees covered under the eontraet by any 1ieensed 

heal th eare professiona1 qua1ified to provide the serviees. 

(2) The fi1ing proeedures of s. Ins 3.12, Wis. Adm. Code, sha1l app1y 

to policy forms filed as individual eonversion policies. 

Seetion Ins 3.44 is adopted to read: 

Ins 3.44 Effeetive Date of Seetion 632.897, Stats. (1) Seetion 

632.897, Stats., applies to group po1ieies issued or renewed on or after 

May 14, 1980, or if a policy is not renewed within two years after the 

effeetive date of the aet, seetion 632.897, Stats., is effeetive at the end 

of two years from May 14, 1980. 

(2) (a) A group policy as defined in seetion 632.897 (1) (e) 1 or 3 

sha11 be considered to have been renewed on any date speeified in the policy as 
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a renewal date or on any date on whieh the insurer or the insured ehanged 

the rate of premium for the group policy. 

(b) A group policy as defined in seetion 632.897 (1) (e) 2. shall be 

considered to have been renewed on any date on whieh an underlying eolleetive 

bargaining agreement or other underlying eontraet is renewed, or on whieh a 

signifieant ehange is made in benefits. 

(3) Seetion 632.897, Stats., applies to individual polieies issued 

or renewed after May 14,,1980, except that it shall not apply to any individual 

policy in foree on May 13, '1980, in whieh the insurer does not have the option 

of changing premiums. 

Seetion Ins 3.45 is adopted to read: 

Ins 3.45 Conversion Polieies by Insurers Offering Group Polieies 

Only. Seetion 632.897 (4) (d) (first sentenee), Stats., establishes that an 

insurer offering group polieies only is not required to offer individual 

eoverage. Sinee the insurer has no individusl eonversion polieies which 

it may offer, it may not require s terminated insured who eleeted to eontinue 

eoverage under s. 632.897 (2), Stats., to eonvert to individusl eoverage 

under S. 632.897 (6), Stats., after twelve months. The terminated person 

may eontinue group coverage except as provided in S. 632.897 (3) (a), Stats. 

Commissioner of Insuranee 
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