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STATE OF WISCONSIN 
RECEIVED AND FILED 

STATE OF IVISCONSIN ) 
FEB 291988 ) 

OFFICE OF THE COMMISSIONID{ OF INSURANCE) 
OOUGLAS LA FOLLETIE 
SECRETARV OF STATE 

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS: 

I, Robert D. Haase, Commissioner of Insurance and custodian of 

the official re cord s of said offiee, do hereby certify that the annexed 

order amending and creating a rule relating to prescribing detailed 

requirements for excess or stop-loss insurance for self-insured employe 

health care benefit plans provided by counties or school districts was 

issued by this office February 26, 1988. 

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 original. 

7646E 

IN TESTIMONY WHEREOF, I have 
hereunto subscribed my name in the 
City of Madison, State of Wisconsin, 

tho~"~: day ,Of t" P" ',r · 1988. 
~- /\ '(S~~-JJ~ \j~'h( t?/~/~~-

Robert D. Haase 
Commissioner of Insurance 



ORDER OF THE COMMISSIONER OF INSU~~CE 

AMENDING AND CREATING A RULE 

L I: 8 -' ,..j 1" . r -. , ...... }t, 

R0~.~~'1 01 '-:'~:",I;J;8S 
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STATE OF WISCONSIN 
RECEIVED AND FllED 

FEB 2 9 1988 
00UGLAS LA FOlLETTE 
SECRETARV OF STATE 

To amend Ins 6.51 (2) and to ereate Ins 8.11 re1ating to preseribing 

detai1ed requirements for exeess or stop-1oss insuranee for se1f-insured 

emp10ye hea1th eare benefit p1ans provided by eounties or school distriets. 

ANALYSIS PREPARED BY THE COMMISSIONER OF INSURANCE 

Statutoryauthority: s. 120.13 (2) (d), Stats. 

Statutes interpreted: ss. 59.07 (2) (e) and 120.13 (2) (e), Stats. 

The purpose of this ru1e is to preseribe detai1ed requirements for 

exeess or stop-1oss insuranee for se1f-insured emp10ye hea1th eare benefit 

p1ans provided by eounties or school distriets. TIle ru1e estab1ishes the 

amount of exeess or stop-1oss insuranee that the p1an must purehase. It a1so 

requires an aetuary to fi1e speeified information with the insuranee 

eommissioner on a periodic basis. This information ine1udes the number of 

emp10yes eligib1e to participate, the number of employes covered by the plan, 

a deseription of the plan's coverages and a statement that the p1an meets the 

exeess or stop-1oss insuranee requirements established by the ru1e. 
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SECTION 1. Ins 6.51 (2) is amended to read: 

Ins 6.51 (2) SCOPEo This seetion shall apply to all group life and 

group disability polieies eovering employes or employes and dependents, issued 

by insurers providing insuranee as defined in s. Ins 6.75 (1) (a) or (e) or 

(2) (e). It shall apply to blanket polieies only if they provide 24-hour 

eoverage for both injury and sielmess; any blanket policy, eovering any type 

of group, whieh provides for renewal shall be subjeet to subs. (4) and (5); 

any blanket policy eovering students of a eollege or university, regardless of 

whether it provides for renewal, shall be subjeet to subs. (6) and (7). 

Subseetion (4) (a) shall apply only to group polieies as defined in sub. (3) 

(e) 2. Subs. (6) and (7) do not apply to exeess or stop-loss insuranee 

purehased under s. 120.13 (2) (e), Stats., by a eounty or school distriet that 

self-insures employe health benefits. 

SECTIaN 2. Ins 8.11 is ereated to read: 

Ins 8.11. COUNTY AND SCHOOL DISTRICT SELF-INSURED EMPLOYE HEALTH 

CARE BENEFITS; EXCESS OR STOP-LOSS INSURANCE REQUIREMENTS. (1) PURPOSE. This 

seetion interprets ss. 59.07 (2) (e) and 120.13 (2) (e), Stats., for the 

purpose of preseribing detailed requirements for exeess or stop-loss insuranee 

for self-insured employe health eare benefit plans provided by eounties or 

school distriets. 

(2) SCOPEo This seetion applies to any eounty or school distriet 

that alone or together with one or mo re eounties or one or more school 

distriets provides employe health eare henefits on a self-insured basis to 

less than 1,000 covered employes. 

(3) DEFINITIONS. In this seetion: 

(a) "Aggregate elaims" means total aetual elaim amounts ineurred 

under the employe health eare henefit plan during a benefit period. 

3l4R2 
f\'1/f\r:./oo 



(b) "Aggregate deduetible" means the aggregate amount of liability 

speeified in the exeess or stop-loss insuranee eontraet at or below which the 

county or school distriet remains liable for payments for eligible elaims. 

(e) "Benefit period" means a twelve-month aeeounting or reporting 

period of the employe health eare benefit plan. 

(d) "Coinsuranee" means a fixed percentage of each elaim established 

in the employe heal th eare benefit plan whieh the eounty or school distriet is 

obligated to pay for eaeh person covered in the plan. 

(e) "Covered employes" means employes partieipating in an employe 

health eare benefit plan. 

(f) "Employes eligible to participate" means employes who are 

eligible to be covered employes under the terms of the employe health ca re 

benefit plan. 

Cg) "Employe health eare benefit plan" means a self-insured plan 

established by one eounty or school distriet or jointly by two or more 

eounties or two or more school distriets to provide health eare benefits to 

employes eligible to partieipate in the plan. 

(h) "Expeeted elaims" means the most aeeurate aetuarial estimate of 

aggregate elaims during a benefit period. 

(i) "Incurred" me ans to have provided or furnished a service or item 

to an employe or dependent covered under an employe health eare benefit plan 

for whieh a eharge for a covered expense is made. 

(j) "Maximums" means the largest total amount of elaims per person 

established by the employe health eare benefit plan whieh the eounty or school 

distriet is obligated to pay. 

(k) "Paid basis" means the applieation of a elaim payment to the 

aggregate deduetible for the benefit period in whieh the payment is aetually 

made, regardless of when the elaim is ineurred. 
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(1) "Quota share reinsuranee" me ans insuranee purchased for the 

employe health eare benefit plan whieh pays the plan a pre-determined fixed 

percentage of eaeh clairn. 

(4) EXCESS OR STOP-LOSS INSURANCE REQUlREMENTS. (a) Exeess or 

stop-loss insuranee required by s. 120.13 (2) (e), Stats., shall provide 

eoverage for all elaims ineurred during the term of the policy or contraet at 

a level at whieh an aetuary has eertified that the probability that aggregate 

elaims will exeeed 125 percent of expeeted elaims is less than 5 percent. 

(b) Eaeh employe health eare benefit plau shall be covered by one 

exeess or stop-loss insuranee policy that satisfies par. (a), regardless of 

the number of eounties or school distriets participating in the plan. 

(c) Notwithstanding par. (a), a eounty or school distriet that 

self-insures employe health benefits under a plan in whieh an aetuary has 

eertified that the probability that aggregate elaims will exeeed 125 percent 

of expeeted elaims is less than one-half percent need not purehase excess or 

stop-loss insuranee. 

(5) EXCESS OR STOP-LOSS INSURANCE PROVIDED ON A PAID BASIS. (a) 

Exeess or stop-loss insurance required by s. 120.13 (2) (e), Stats., may 

provide eoverage on a paid basis. 

(b) Upon termination for any reas on of an exeess or stop-loss 

insuranee policy that provides eoverage on a paid basis, the policy shall 

apply all elaims incurred but not paid prior to the termination of the policy 

to the aggregate deduetible of the benefit period in whieh the service or item 

was provided or furnished to an employe or dependent under the self-insured 

employe health eare benefit plan. 

(6) ACTUARIAL CERTIFICATION. (a) Every eouuty or school distriet 

with a plan that is subjeet to s. 120.13 (2) (e), Stats., shall file with the 

eommissioner of insuranee within 30 days after the effeetive date of the 
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se1f-insured emp10ye hea1th eare benefit plan, every three years thereafter 

and whenever a material ehange oeeurs to the p1an, an aetuaria1 eertifieation 

that ine1udes information on: 

1. The number of employes e1igib1e to partieipate in the p1an and the 

number of covered emp10yes in the p1an. 

2. A deseription of the p1an l s eoverages ine1uding but not limited to 

an out1ine of benefits provided, deduetib1es, eoinsuranee, maximums and quota 

share reinsuranee, if any. 

3. A statement that the p1an satisfies the exeess or stop-1oss 

insuranee requirements speeified in sub. (4). 

4. Exeept for a eounty or school distriet with a p1an subjeet to 

s. 641.08, Stats., a eopy of the exeess or stop-1oss insuranee eontraet and of 

the p1an for se1f-insuring. Note: A eounty or school distriet with a p1an 

subjeet to Chapter 641, Stats., must already fi1e this information with the 

eommissioner. 

(b) The aetuaria1 eertifieation required in par. (a) may be fi1ed by 

an aetuary emp10yed by the exeess or stop-1oss insurer or by an aetuary 

independent of the exeess or stop-1oss insurer. 

(e) Two or more eounties or two or more sehoo1 distriets that joint1y 

estab1ish an emp10ye hea1th eare benefit plan sha11 designate the individua1 

who wi11 fi1e the aetuaria1 eertifieation required in par. (a). Onlyone 

aetuaria1 eertifieation sha11 be fi1ed for the p1an. 

Note: The eommissioner of insuranee wi11 uti1ize the following 

tab1es to eva1uate aetuaria1 eertifieations for aeeuraey and eomp1ianee with 

this seetion. The following examp1e i11ustrates the app1ieation of the 

tab1es. This example only gives a basie deseription of how to use the 

following tab1es. It may be neeessary to extrapo1ate or interpolate from the 

information given in the tab1es in order to app1y the tables to a partieular 
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plan. An aetuary or other qualified person should be eonsulted to be eertain 

that a p~an meets the requirements of sub. (4). Also note that no table 

provides a deseription of dental or vision plan benefits. Under sub. (4) (e), 

many dental or vision plans may not need to purehase stop-loss insuranee. 
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Examp1e 

Assume asehool district has a se1f-insured emp10ye hea1th care 

benefit p1an that covers 250 emp10yes and fami1y members. The p1an offers 

individua1 specific stop-1oss of $25,000 and provides benefits with a $500.00 

deductib1e per person, 80 percent coinsurance and $1,000.00 out-of-pocket 

1imit per person. 

The p1an t s stop loss coverage and benefit package are the same as 

that used in Tab1e 7. Taerefore, use Tab1e 7 for determining whether the p1an 

mee ts the requirements in sub. (4) of the ru1e. 

In Tab1e 7, use the 125 percent of mean 1ine. Since sub. (4) (a) of 

the ru1e dea1s with "125 percent of expected c1aims," refer to the 125 percent 

of mean 1ine when using any of the tab1es. 

To determine whether the probabi1ity that aggregate c1aims wi11 

exceed 125 percent of expected c1aims is 1ess than 5 percent, subtract the 

decima1 numbers shown in the tab1es from the number "1". For examp1e, for a 

p1an offering the benefits described in Tab1e 7 and having 25 emp10yes, the 

probabi1ity that aggregate c1aims wi11 exceed 125 percent of expected c1aims 

is 28 percent (1 minus .72 = .28). It is 26 percent for 50 emp10yes (1 minus 

.74), 23 percent for 100 emp10yes (1 minus .77), etc. 

In this examp1e, the p1an covera 250 emp1oyes. Tab1e 7 shows that at 

250 emp1oyes, the probabi1ity that aggregate c1aims wi11 exceed 125 percent of 

expected c1aims is 18 percent (1 minus .82). 

314R7 
n') /nr::.. /QQ 



In order to eomp1y with the ru1e, this probabi1ity must be 1ess than 

5 percent. In this examp1e, the probabi1ity is 18 percent. Therefore, the 

school distriet or eounty must purehase aggregate stop-1oss insuranee at a 

level suffieient to bring this probabi1ity down to 1ess than 5 percent. 

Stop-1oss insuranee is sold at various 1eve1s, ine1uding a level at whieh the 

probabi1ity that aggregate e1aims wi11 exeeed 125 percent of expeeted e1aims 

is 1ess than 5 percent. At a minimum, the school distriet or eounty shou1d 

purehase stop-1oss insuranee at this level. 
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Tab1e 1 

STATE OF WISCONSIN 

Distribution of Medical C1aim 

Individua1 Specific Stop Loss Level: $5,000 

Ju1y 1, 1987 

Probabi1ity that Medical C1aims are 

Less Than a Given Percent of Mean 

$0 Deductib1e, 100 Percent Coverage 

Percent Emp10yes 

of Mean 100 250 500 1,000 5,000 

50 % .04 .01 .00 .00 .00 

75 .19 .14 .06 .01 .00 

100 .53 .52 .51 .51 .51 

105 .60 .61 .63 .70 .86 

110 .67 .69 .74 .84 .96 

115 .73 .77 .83 .92 .99 

120 .78 .83 .89 .97 1.00 

125 .83 .87 .94 .99 1.00 

130 .86 .90 .96 1.00 1.00 

150 .95 .98 1.00 1.00 1.00 
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Tab1e 2 
STATE OF ~HSCONSIN 

Distribution of Medical C1aim 
Individua1 SEecific StoE Loss Level: $10,000 

July 1, 1987 

Probability that Medical C1aims are 
Less Than a Given Percent of Mean 

$0 Deductible, 100 Percent Coverage 

Percent Emp10yes 
of Mean 100 250 500 1,000 5,000 

50 % .05 .01 .00 .00 .00 

75 .21 .14 .06 .01 .00 

100 .53 .52 .52 .51 .51 

105 .60 .61 .63 .69 .85 

110 .66 .69 .74 .83 .96 

115 .72 .76 .83 .91 .99 

120 .77 .82 .89 .96 1.00 

125 .82 .86 .93 .99 1.00 

130 .85 .90 .96 1.00 1.00 

150 .94 .98 1.00 1.00 1.00 
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Tab1e 3 
STATE OF WISCONSIN 

Distribution of Medical C1aim 
Individua1 SEecific Stop Loss Level: $25,000 

Ju1y 1, 1987 

Probabi1ity that Medical C1aims are 
Less Than a Given Percent of Mean 

$0.Deductib1e, 100 Percent Coverage 

Emp10yes 
100 250 500 1,000 5,000 

.06 .01 .00 .00 .00 

.24 .15 .07 .01 .00 

.54 .53 .53 .52 .52 

.60 .61 .63 .68 .83 

.66 .70 .73 .82 .95 

.71 .75 .81 .90 .99 

.76 .80 .87 .95 1.00 

.80 .85 .92 .98 1.00 

.83 .89 .95 .99 1.00 

.92 .97 1.00 1.00 1.00 



Table 4 
STATE OF WISCONSIN 

Distribution of Medical Claim 
Individual Specific Stop Loss Level: Unlimited 

July 1, 1987 

Probability that Medical Claims are 
Less Than a Given Percent of Mean 

$0 Deductible, 100 Percent Coverage 

Percent Employes 
of Mean 100 250 500 1,000 5,000 

50 % .07 .02 .00 .00 .00 

75 .29 .19 .10 .02 .00 

100 .59 .56 .56 .55 .53 

105 .63 .63 .64 .68 .80 

110 .69 .70 .73 .79 .93 

115 .73 .75 .80 .87 .98 

120 .76 .79 .85 .92 1.00 

125 .80 .84 .89 .95 1.00 

130 .83 .87 .92 .97 1.00 

150 .91 .95 .98 1.00 1.00 
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Tab1e 5 
STATE OF WISCONSIN 

Distribution of Medical C1aim 
Individua1 SEecific StoE Loss Level: $5,000 

Ju1y 1, 1987 

Probabi1ity that Medical C1aims are 
Less Than a Given Percent of Mean 

$500 Deductib1e Per Person, 80 Percent Coinsurance, 
$1,000 Out-of-Pocket Limit Per Person 

Emp10yes 
25 50 100 150 250 500 

.22 .13 .06 .05 .01 .00 

.39 .32 .23 .21 .16 .07 

.57 .55 .53 .52 .52 .52 

.60 .60 .60 .60 .61 .63 

.63 .64 .66 .66 .69 .73 

.66 .68 .71 .72 .76 .81 

.69 .72 .76 .77 .81 .88 

.72 .74 .80 .82 .85 .92 

.74 .77 .83 .84 .89 .95 

.82 .87 .92 .94 .97 l.00 



Tab1e 6 
STATE OF WISCONSIN 

Distribution of Medical C1aim 
Individua1 SEecific StoE Loss Level: $10,000 

Ju1l 1, 1987 

Probabi1ity that Medical C1aims are 
Less Than a Given Percent of Mean 

$500 Deductib1e Per Person, 80 Percent Coinsurance, 
$1,000 Out-of-Pocket Limit Per Person 

Percent Emp10yes 
of Mean 25 50 100 150 250 500 

50 % .25 .16 .07 .05 .02 .00 

75 .42 .34 .25 .23 .17 .08 

100 .58 .55 .55 .53 .53 .53 

105 .60 .60 .60 .60 .61 .63 

110 .64 .64 .65 .66 .68 .73 

115 .67 .67 .70 .72 .74 .80 

120 .70 .71 .75 .76 .79 .86 

125 .71 .74 .78 .80 .84 .91 

130 .74 .77 .82 .84 .89 .94 

150 .81 .85 .91 .93 .96 .99 
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Tab1e 7 
STATE OF WISCONSIN 

Distribution of Medical C1aim 
Individua1 SEecific StoE Loss Level: $25,000 

Ju1y 1, 1987 

Probabi1ity that Medical C1aims are 
Less Than a Given Percent of Mean 

$500 Deductib1e Per Person, 80 Percent Coinsurance, 
$1,000 Out-of-Pocket Limit Per Person 

Emp10yes 
25 50 100 150 250 500 

.29 .19 .08 .06 .02 .00 

.47 .39 .30 .26 .19 .10 

.61 .58 .56 .55 .54 .53 

.64 .61 .61 .61 .61 .63 

.66 .64 .65 .66 .67 .71 

.68 .68 .70 .70 .73 .78 

.70 .70 .73 .74 .79 .85 

.72 .74 .77 .79 .82 .89 

.74 .76 .80 .82 .86 .93 

.80 .83 .89 .92 .95 .99 
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Tab1e 8 
STATE OF WISCONSIN 

Distribution of Medical C1airn 
Individua1 SEecific Stop Loss Level: Unlirnited 

Ju1:l 1, 1987 

Probabi1ity that Medical C1airns are 
Less Than a Given Percent of Mean 

$500 Deductib1e Per Person, 80 Percent Coinsurance, 
$1,000 Out-of-Pocket Lirnit Per Person 

Ernp10yes 
25 50 100 150 250 500 

.35 .24 .12 .09 .04 .00 

.53 .53 .37 .32 .25 .15 

.67 .66 .61 .59 .58 .57 

.69 .68 .65 .64 .64 .64 

.71 .71 .68 .68 .69 .72 

.72 .72 .72 .72 .73 .78 

.74 .75 .75 .75 .77 .83 

.76 .76 .78 .79 .81 .87 

.77 .78 .80 .81 .84 .90 

.82 .84 .88 .89 .92 .96 



(7) ACTUARY QUALIFICATIONS. The actuaria1 certification specified in 

sub. (6) sha11 be signed by an actuary who satisfies the requirements of 

s. INS 6.12. 

EFFECTIVE DATE. Pursuant to s. 227.22 (2), Stats., this ru1e sha11 

first app1y on the first day of the month commencing after the date of 

publication. 

Dated at Madison, Wisconsin, this J C;f/
h 

day of _...;h....;·.;...:t....;I_J_il.,_'(_t._.v_~(f..,../:..r--___ , 1988. 
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2~t\~Ue~~ 
Robert D. Haase ' 
Commissioner of Insurance 



DATE: 

TO: 

FROM: 

SUBJECT: 

IDqt @Jtatt nf lIistnusiu 
Office of the Commissioner of Insuranee 

February 23, 1988 

G~ulson 

_/~/ 
Fred Nepple, General Counsel 
Office of the Commissioner of Insuranee 

Ius 8.11, Clearinghouse No. 87-89 

Robert D. Haase 
Commissioner 
(608) 266-3585 

FEB 291985 

F';ovlsor of Statutes 
Bureau 

Enelosed are two eopies of an Order of the Commissioner of Insuranee amending 
Ins 6.51 (2) and ereating Ins 8.11, Clearinghouse No. 87-89 relating to 
preseribing detailed requirements for exeess or stop-loss insuranee for 
self-insured employe health eare benefit plans provided by eounties or school 
distriets. 
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