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Chapter Ins 3
CASUALTY INSURANCE

Ins 3.01 Accumulation benefit riders at- Ins 3.26 Unfair trade practices in credit
tached to health and accident life and credit accident and sick-
policies (p. 43) ness insurance (p. 89)

Ins 3.02 Automobile fleets, vehicles not Ins 3.27 Advertisements of and deceptive
included in (p. 43) practices in accident and sickness

Ins 3.04 Dividends not deducted from insurance (p. 90)
premiums in computing loss Ins 3.28 Solicitation, underwriting and
reserves (p. 43) claims practices in individual and

Ins 3.09 Mortgage guaranty insurance (p. franchise accident and sickness
43) insurance (p. 109)

Ins 3.11 Multiple peril insurance con- Ins 3.29 Replacement of accident and
tracts (p. 50) sickness insurance (p. 112)

Ins 3.12 Filing procedures for disability Ins 3.30 Change of beneficiary and related
insurance forms (p. 51) provisions in accident and sick-

Ins 3.13 Individual accident and sickness ness insurance policies (p. 114)
insurance (p. 52) Ins 3.31 Eligibility for and solicitation,

Ins 3.14 Group accident and sickness in- underwriting and claims prac-
surance (p. 58) tices in group, blanket and group

Ins 3.15 Blanket accident and sickness in- type accident and sickness insur-
surance (p. 59) ance (p. 115)

Ins 3.17 Reserves for accident and sick- Ins 3.32 Title insurance; prohibited prac-
ness policies (p. 60) tices (p. 118)

Ins 3.18 Total consideration for accident Ins 3.36 Statistical reports - health pro-
and sickness insurance policies fessional liability insurance (p.
(p. 72) 121)

Ins 3.19 Group accident and sickness in- Ins 3.38 Coverage of newborn infants (p.
surance insuring debtors of a 124)
creditor (p. 72) Ins 3.33 Standards for accident and sick-

Ins 3.20 Substandard risk automobile ness insurance sold to the Medi-
physical damage insurance for fi- care eligible (p. 125)
nanced vehicles (p. 73) Ins 3.40 Authorized clauses for coordina-

Ins 3.23 Franchise accident and sickness tion of benefit provisions in
insurance (p. 74) group and blanket disability in-

Ins 3.25 Credit life insurance and credit surance policies (p. 145)
accident and sickness insurance
(p. 74)

Ins 3.01 Accumulation benefit riders attached to health and ac-
cident policies. Except where such rider is used only on a policy replac-
ing the company’s own policy, and so recites, no rider providing for accu-
mulations of benefits will be approved for use upon any policy of health
and accident insurance, whether it is proposed to issue such rider with or
without an additional premium. Such rider operates as an aid to twisting
the policies of another company in such manner as to make its use a
direct encouragement of this practice.

Ins 3.02 Automobile fleets, vehicles not included in. Individually
owned motor vehicles cannot be included or covered by fleet rates. The
determining factor for inclusion under fleet coverage must be ownership
and not management or use.

Ins 3.04 Dividends not deducted from premiums in computing
loss reserves. Premiums returned to policyholders as dividends may
not be deducted from the earned premiums in computing loss reserves
under s. 623.04, Stats.

History: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No. 249, eff. 10-1-
76.

Ins 3.0 guaranty insurance. (1) Purposk. This rule im-
plements afittifAtérprets, including but not limited to, section Ins 6.75
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(2) (i) and ss. 611.02, 611.24, 618.01, 618.21, 620.02 and 623.04, Stats.,
for the purpose of establishing minimum requirements for the transac-
tion of mortgage guaranty insurance.

(2) Scopk. This rule shall apply to the underwriting, investment, mar-
keting, rating, accounting and reserving activities of insurers which
write the type of insurance authorized by section Ins 6.75 (2) (i).

(3) DerFinNiTIONS. (a) Mortgage guaranty insurance is that kind of in-
surance authorized by section Ins 6.75 (2) (i), and includes the guaran-
tee of the payment of rentals under leases of real estate in which the
lease extends for 3 years or longer.

(b) As used in this rule, “person” means any individual, corporation,
association, partnership or any other legal entity.

(4) DiscriminaTION. No mortgage guaranty insurer may discriminate
in the issuance or extension of mortgage guaranty insurance on the basis
of the applicant’s sex, marital status, race, color, creed or national origin.

(5) LIMITATION OF TOTAL LIABILITY ASSUMED. A mortgage guaranty in-
surer shall not at any time have outstanding a total liability under its
aggregate insurance policies, computed on the basis of its election to
limit coverage and net of reinsurance assumed and of reinsurance ceded
to an insurer authorized to transact such reinsurance in this state, ex-
ceeding 25 times the sum of its contingency reserve established under
sub. (14) and its surplus as regards policyholders.

(6) LIMITATION ON INVESTMENT. A mortgage guaranty insurer shall not
invest in notes or other evidences of indebtedness secured by mortgage
or other lien upon real property. This section shall not apply to obliga-
tions secured by real property, or contracts for the sale of real property,
which obligations or contracts of sale are acquired in the course of the
good faith settlement of claims under policies of insurance issued by the
mortgage guaranty insurer, or in the good faith disposition of real prop-
erty so acquired.

(7) LIMITATION ON ASSUMPTION OF RISKS. A mortgage guaranty insurer
shall not insure loans secured by properties in a single or contiguous
housing or commercial tract in excess of 10% of the insurer’s admitted
assets. A mortgage guaranty insurer shall not insure a loan secured by a
single risk in excess of 10% of the insurer’s admitted assets. In deter-
mining the amount of such risk or risks, the insurer’s liability shall be
computed on the basis of its election to limit coverage and net of reinsur-
ance ceded to an insurer authorized to transact such reinsurance in this
state. “Contiguous” for the purpose of this subsection means not sepa-
rated by more than one-half mile.

(8) REINSURANCE. A mortgage guaranty insurer may, by contract, re-
insure any insurance it transacts in any assuming insurer authorized to
transact mortgage guaranty insurance in this state, except it shall not
enter into reinsurance arrangements designed to circumvent the com-
pensation control provisions of sub. (15) or the contingency, rerequire-
ment of sub. (14). It is the intent of this rule that the unearned premium
reserve required by sub. (13) and the contingency reserve required by
sub. (14) shall be established and maintained in appropriate propor-
tions in relation to risk retained by the
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original insurer and by the assuming reinsurer so that the total reserves
established shall not be less than the reserve required by subsections
(13) and (14).

(9) ApverTising. No mortgage guaranty insurer or any agent or repre-
sentative of a mortgage guaranty insurer shall prepare or distribute or
assist in preparing or distributing any brochure, pamphlet, report or any
form of advertising to the effect that the real estate investments of any
financial institution are “insured investments”, unless the brochure,
pamphlet, report or advertising clearly states that the loans are insured
by insurers possessing a certificate of authority to transact mortgage
guaranty insurance in this state or are insured by an agency of the fed-
eral government, as the case may be.

(10) Poricy ForMS. All policy forms and endorsements shall be filed
with and be subject to approval of the commissioner. With respect to
owner-occupied, single-family dwellings, the mortgage guaranty insur-
ance policy shall provide that the borrower shall not be liable to the in-
surance company for any deficiency arising from a foreclosure sale.

(11) PremMium. (a) The total consideration charged for mortgage
guaranty insurance policies, including policy and other fees or similar
charges, shall be considered premium and must be stated in the policy
zzrllii)shall be subject to the reserve requirements of subsections (13) and

(b) The rate making formula for mortgage guaranty insurance shall
contain a factor or loading sufficient to produce the amount required for
the contingency reserve prescribed by subsection (14).

(12) ReporTING. (a) The financial condition and operations of a
mortgage guaranty insurer shall be reported annually on the fire and
casualty annual statement form specified by Wis. Adm. Code section Ins
7.01 (5) (a).

(b) The total contingency reserve required by subsection (14) shall
be reported on line 1, page 3 or on line 22, page 3 of the annual state-
ment. If the contingency reserve is reported on line 1, page 3, appropri-
ate entries must be made on Exhibit 3-A, page 9 of the annual state-
ment. The change in contingency reserve for the year shall be reported
on line 5, page 4 of the annual statement as a deduction from underwrit-
ing income. The development of the contingency reserve shall be shown
in Schedule K of the annual statement as follows:

1. Net premiums earned on policies during the 120 months prior to the
annual statement date shall be shown on line 3 (a) of Schedule K;

2. Incurred losses in excess of 35% of earned premiums of any calen-
dar year included in line 3 (a) shall be reported in line 3 (¢) of Schedule
K; and

3. Appropriate entries shall be made in lines 3 (b), 3 (d), 3 (e), 3 (f),
(4) and (5) of Schedule K.

(c) A mortgage guaranty insurer shall compute and maintain ade-
quate case basis and other loss reserves to be reported in Underwriting
and Investment Exhibit Part 3-A—Unpaid Losses and Loss Adjustment
Expenses, page 9 of the annual statement form. The method used to
determine the loss reserve shall accurately reflect loss frequency and
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loss severity and shall include components for claims reported and un-
paid, and for claims incurred but not reported, including estimated
losses on:

1. Insured loans which have resulted in the conveyance of property
which remains unsold;

2. Insured loans in the process of forclosure;

3. Insured loans in default for four months or for any lesser period
wh(iich is defined as default for such purposes in the policy provisions;
an . :

4. Insured leases in default for four months or for any lesser period
which is defined as default for such purposes in the policy provisions.

(d) Expenses shall be recorded and reported in accordance with Wis.
Adm. Code sections Ins 6.30 and Ins 6.31.

(e) Amounts released from the contingency reserve pursuant to sub-
section (14) shall be treated on a first-in-first-out basis.

(13) UNEARNED PREMIUM RESERVE. (a) A mortgage guaranty insurer
shall compute and maintain an unearned premium reserve on an annual
or on a monthly pro rata basis on all unexpired coverage, except that in
the case of premiums paid in advance for any coverage issued with a
term shown in the schedule below the annual unearned premium factor
specified shall apply: :

Unearned Premium Factor to be Applied
to Premiums in Force on Valuation Date

Contract Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year
Current at Val- Coverage Coverage Coverage Coverage Coverage Coverage
uation Date Period Period Period Period Period Period
1 95.7% 96.5% 97.0% 97.3% 97.5% 97.7%
2 76.4% 81.0% 83.7% 85.4% 86.5% 87.3%
3 45.2% 56.0% 62.2% 66.2% 68.8% 70.4%
4 14.5% 31.3% 41.1% 47.4% 51.3% 53.8%
5 9.8% 22.7% 31.0% 36.2% 39.4%
6 7.1% 17.1% 23.3% 27.2%
7 5.4% 12.5% 16.9 %
8 3.8% 8.6%
9 2.5%
10
11
12
13
14
15
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a. Summarizing the benefits provided by Medicare Parts A and B,
except that the outline applicable to a Medicare Supplement 4-A policy
need not summarize Medicare Part B and the outline applicable to a
Medicare Supplement 4-B policy need not summarize Medicare Part A;

b. Summarizing the Medicare supplement benefits provided by the
policy; and

c. Indicating what Medicare eligible expenses remain uncovered by
Medicare and the policy;

2. Complies with sections Ins 3.27 (5) (1) and Ins 3.27 (9) (u), (v)
and (zh) 2 and 4;

3. Contains conspicuous statements:

a. That Medicare will not pay for charges it deems “unreasonable and
unnecessary”’;

b. Unless the policy explicitly provides otherwise, that the policy will
not pay for charges deemed “unreasonable and unnecessary” by Medi-
care;

¢. Unless the policy explicitly provides otherwise, that the policy will
not cover expenses outside of Medicare such as routine doctor examina-
tions or eye glasses;

d. That the chart summarizing Medicare benefits only briefly de-
scribes the program; and

e. That the federal social security administration or its Medicare
publications should be consulted for further details and limitations re-
garding Medicare;

4. Contains in a close conjunction on its first page the Designation,
printed in capitals in a clear, contrasting ink in 24-point type of a style in
general use, and the Caption, printed in a clear, contrasting ink in 18-
point type of a style in general use, prescribed in subsection (5);

5. Complies with (7) (b)1.; and

3. Summarizes or refers to the coverage set out in applicable statutes;
an

; 7. Is submitted to the commissioner for approval along with the policy
orm.

(5) AUTHORIZED MEDICARE SUPPLEMENT POLICY DESIGNATIONS, CAPTIONS
AND MINIMUM COVERAGES. For a policy to meet the requirements of sub-
section (4), it must contain the authorized Designation, Caption and
Minimum Coverage prescribed for one of the following categories of
Medicare Supplement insurance.

(a) A MEDICARE SUPPLEMENT 1 policy must include:
1. The following Designation: MEDICARE SUPPLEMENT 1

2. The following Caption: The State Insurance Commissioner’s Office
has established four categories of Medicare Supplement insurance and
minimum benefit standards for each. These categories range from the
most comprehensive (Medicare Supplement 1) to the least comprehen-
sive (Medicare Supplement 4). For an explanation of the differences
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between this “1” policy and policies in the other cate ories, ¢
comxgnssnpner’s pamphlet “Health Insurance Advicg for 'Sse(:::g:-]“b%e
zens” which you received with the application for this policy. Do not buy
this p(_)llcy if you did not get this pamphlet and were nat,given a chance
to review the Outline of Coverage provided you.

3. The following Minimum Coverage: This level of coverage shall at a
minimum cover all Medicare eligible expenses listed below to at least a
stated maximum of $22,500 per benefit period (inclusive of Medicare
Parts A and B) or $15,000 per benefit period for Medicare Part A and
$7,500 per calendar year for Medicare Part B. Benefits shall be provided
for the enumerated expenses up to the stated maximum beyond the day
%i.ngtgt{ons established by Medicare unless a minimum period is speci-

ied below.

a. The following Medicare Part A eligible expenses:

1) Hospitalization, including inpatient psychiatric care

2) Extended Care Services in a Skilled Nursing Facility

3) Home Health Care (post-hospital)

4) Blood

b. The following Medicare Part B eligible expenses:

1) Physician’s services (except for routine physical examinations)
2) Home Health Care

3) Outpatient Hospital Services

i. Services in an emergency room or outpatient clinic

ii. Laboratory tests billed by a hospital

iii. X-rays and other radiology s@rvices billed by a hospital
iv. Medical supplies such as splints and casts

v. Drugs and biologicals which cannot be self-administered
4) Outpatient Physical Therapy and Speech Pathology Services
5) Other Health Services and Supplies

i. Diagnostic x-rays and independent laboratory tests

ii. Ambulance

iii. Medical supplies

iv. Prosthetic devices

v. Durable medical equipment

vi. Portable diagnostic x-ray services

6) Blood

¢. Coverage shall be provided for at least 75% of prescription drug
expenses and 50% of outpatient psychiatric treatment up to a separate
lifetime maximum of at least $1,000.
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(b) A MEDICARE SUPPLEMENT 2 policy must include:
1. The following Designation: MEDICARE SUPPLEMENT 2

2. The following Caption: The State Insurance Commissioner’s Office
has established four categories of Medicare Supplement insurance and
minimum benefit standards for each. These categories range from the
most comprehensive (Medicare Supplement 1) to the least comprehen-
sive (Medicare Supplement 4). For an explanation of the differences
between this “2” policy and policies in the other categories, consult the
Commissioner’s pamphlet “Health Insurance Advice for Senior Citi-
zens'' which you received with the application for this policy. Do not buy
this policy if you did not get this pamphlet and were not given a chance
to review the Outline of éoverage provided you.

3. The following Minimum Coverage: This level of coverage shall at a
minimum cover all Medicare eligible expenses listed below to at least a
stated maximum of $15,000 per benefit period (inclusive of Medicare
Parts A and B) or $10,000 per benefit period for Medicare Part A and
$56,000 per calendar year for Medicare Part B. Benefits shall be provided
for the enumerated expenses up to the stated maximum beyond the day
limitations established by Medicare.

a. The following Medicare Part A eligible expenses:
1) Hospitalization, including inpatient psychiatric care
2) Extended Care Services in a Skilled Nursing Facility
3) Home Health Care (post-hospital)
b. The following Medicare Part B eligible expenses:
1) Physician’s services (except for routine physical examinations)
2) Home Health Care
’3) Outpatient Hospital Services
i. Services in an emergency room or outpatient clinic
ii. Laboratory tests billed by a hospital
iii. X-rays and other radiology services billed by a hospital
iv. Medical supplies such as splints and casts
v. Drugs and biologicals which cannot be self-administered
4) Outpatient Physical Therapy and Speech Pathology Services
5) Other Health Services and Supplies
i. Diagnostic x-rays and independent laboratory tests
ii. Ambulance
iii. Medical supplies
(c) A MEDICARE SUPPLEMENT 3 policy must include:
1. The following Designation: MEDICARE SUPPLEMENT 3

2. The following Caption: The State Insurance Commissioner’s Office
has established four categories of Medicare Supplement insurance and
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minimum benefit standards for each. These categories range from the
most comprehensive (Medicare Supplement 1) to the least comprehen-
sive (Medicare Supplement 4). For an explanation of the differences
between this “3” policy and policies in the other categories, consult the
Commisgsioner’s pamphlet “Health Insurance Advice for Senior Citi-
zens” which you received with the application for this policy. Do not buy
this policy if you did not get this pamphlet and were not given a chance
to review the Outline of goverage provided you.

3. The following Minimum Coverage: This level of coverage shall at a
minimum cover all Medicare eligible expenses listed below to at least a
stated maximum of $6,500 per benefit period (inclusive of Medicare
Parts A and B) or $5,000 per benefit period for Medicare Part A and
$1,500 per calendar year for Medicare Part B. Benefits shall be provided
for the enumerated expenses up to the stated maximum beyond the day
}i‘n:iitgtions established by Medicare unless a minimum period is speci-

ied below.

a. The following Medicare Part A eligible expenses:

1) Hospitalization to the 90th day of confinement including inpatient
psychiatric care

2) Co-payment for each of 30 lifetime reserve days of hospital confine-
ment

3) Extended Care Services in a Skilled Nursing Facility to the 100th
day of confinement

b. The following Medicare Part B eligible expenses:
1) Physician’s services (except for routine physical examinations)
2) Outpatient Hospital Services

i. Services in an emergency room or outpatient clinic (not including
physical therapy or speech pathology)

ii. Laboratory tests billed by a hospital

iii. X-rays and other radiology services billed by a hospital

iv. Medical supplies such as splints and casts

3. Ambulance

(d) A MEDICARE SUPPLEMENT 4-A policy must include:

1. The following Designation. MEDICARE SUPPLEMENT 4-A -
LIMITED MEDICARE PART A SUPPLEMENT ONLY.

2. The following Caption: This policy provides substantial coverage
for hospitalization and other Medicare Part A expenses only. It will not
pay for doctor’s bills or any other Medicare Part B expenses. The State
Insurance Commissioner’s Office has established four categories of
Medicare Supplement insurance and minimum benefit standards for
each. These categories range from the most comprehensive (Medicare
Supplement 1) to the least comprehensive (Mec{)icare Supplement 4) .
For an explanation of the differences between this “4-A" policy and pol-
icies in the other categories, consult the Commissioner’s pamphlet
“Health Insurance Advice for Senior Citizens” which you received with
the application for this policy. Do not buy this policy if you did not get
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this pamphlet and were not given a chance to review the Outline of Cov-
erage provided you.

3. The following Minimum Coverage: This level of coverage shall at a
minimum cover all Part A Medicare eligible expenses listed below to at
least a stated maximum of $15,000 per benefit period. Benefits shall be
provided for the enumerated expenses up to the stated maximum be-
yond the day limitations established by Medicare. This policy shall not
contain any coverage to Supplement Medicare Part B.

a. The following Medicare Part A eligible expenses:

1) Hospitalization, including inpatient psychiatric care

2) Extended Care Services in a Skilled Nursing Facility

3) Home Health Care (post-hospital)

4) Blood

(e) A MEDICARE SUPPLEMENT 4-B policy must include:

1. The following Designation. MEDICARE SUPPLEMENT 4-B -
LIMITED BENEFIT PART B SUPPLEMENT ONLY.

2. The following Caption: This policy provides supplemental coverage
for the doctor’s bill and other medical expenses under Medicare Part B
only. It will not pay for hospitalization, a nurging home stay or other
Medicare Part A expenses. The State Insurance Commissioner’s Office
has established four categories of Medicare Supplement insurance and
minimum benefit standards for each. These categories range from the
most comprehensive (Medicare Supplement 1) to the least comprehen-
sive (Medicare Supplement 4). For an explanation of the differences
between this “4-B” policy and policies in the other categories, consult
the Commissioner’s pamphlet “Health Insurance Advice for Senior Citi-
zens” which you received with the application for this policy. Do not buy
this policy if you did not get this pamphlet and were not given a chance
to review the Outline of Eoverage provided you.

3. The following Minimum Coverage: This level of coverage shall at a
minimum cover all Part B Medicare eligible expenses listed below to at
least a stated maximum of $7,600 per calendar year. Benefits shall be
provided for the enumerated expenses up to the stated maximum be-
yond the day limitations established by Medicare. This policy shall not
contain any coverage to supplement Medicare Part A, A deductible may
be included of up to $100 per calendar year for Medicare eligible ex-
penses not paid by Medicare.

a. The following Medicare Part B eligible expenses:

1) Physicians Services (except for routine physical examinations)
2) Home Health Care

3) Outpatient Hospital Services

i. Services in an emergency room or outpatient clinic

ii. Laboratory tests billed by a hospital

iii. X-rays and other radiology services billed by a hospital

iv. Medical Supplies such as splints and casts
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v. Drugs and biologicals which cannot be self-administered
4) Outpatient Physical Therapy and Speech Pathology Services
5) Other Health Services and Supplies
i. Diagnostic x-rays and independent laboratory tests
ii. Ambulance
iii. Medical supplies
iv. Prosthetic devices
v. Durable medical equipment
vi. Portable diagnostic x-ray services
6) Blood

(6) PERMISSIBLE MEDICARE SUPPLEMENT POLICY EXCLUSIONS AND LIMI-
TATIONS. (a) The coverages set out in subsection (5) may:

1. Exclude expenses for which the insured is compensated by Medi-
care.

% Exclude coverage for the initial deductibles for Medicare Parts A
and B.

3. Include any exclusion or condition contained in Medicare, except
that inhospital treatment of mental illness shall be covered the same as
any other illness.

4. Contain an appropriate provision relating to the effect of other in-
surance on claims.

5. Except for a Medicare Supplement 1 policy for which a gpecific re-
quirement is set out in subsection (5) (a) 3. c., limit coverage of outpa-
tient psychiatric treatment to 50% of the reasonable and necessary
charges and to a lifetime benefit of $500.

6. Contain a pre-existing condition waiting period provision as pro-
vided in subsection (4) (a) 2.

(b) Where the insured chooses not to enroll in Medicare Part B, the
insurer may exclude from coverage the expenses which Medicare Part B
would cover. Medicare Part B expenses incurred beyond what Medicare
Part B would cover may not be excluded.

(7) NURSING HOME, HOSPITAL CONFINEMENT INDEMNITY AND SPECIFIED
DISEASE COVERAGES. (a) Captions for the policies listed in this subsection
shall be:

1. Printed and conspicuously placed on the first page of the Outline of
Coverage,

% Printed on a separate form attached to the first page of the policy,
an

3. Printed in 18-point bold capital letters.

(b) Nursing Home Coverage.
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1. The Outline of Coverage for a policy subject to subsection (5) which
provides Skilled Nursing Facility Coverage shall contain clear and con-
spicuous statements that:

a. The nursing home coverage will not cover all nursing home ex-
penses,

b. Only eligible nursing home expenses as defined in the policy will be
covered.

c. Medicare pays no benefits for custodial care or rest home care, and

_d. The policy, unless it provides otherwise, pays no benefits for custo-
dial or rest home care.

2. A policy form which has not been approved by the commissioner
under subsection (5) and which provides coverage for confinement or
care in a nursing home shall provide such coverage for confinement in
any nursing facility and may not exclude coverage because a nursing fa-
cility is not Medicare-certified. Such a policy sold to Medicare eligible
persons shall bear the following (TaPti011: THE NURSING HOME
BENEFIT OF THIS POLICY DOES NOT RELATE IN ANY WAY
TO MEDICARE. IT WILL NOT COVER CUSTODIAL CARE OR
REST HOME CARE. FOR MORE INFORMATION, CONSULT THE
COMMISSIONER'S PAMPHLET “HEALTH INSURANCE AD-
VICE FOR SENIOR CITIZENS"” WHICH YOU RECEIVED WITH
THE APPLICATION FOR THIS POLICY.

3. A policy which covers nursing home custodial care or rest home care
may be described in the Caption as covering such care, if such Caption is
accurately and reasonably worded to indicate, for example, that the pol-
icy provides limited custodial care or rest home care.

(¢) Hospital Confinement Indemnity Coverage. A policy form provid-
ing hospital confinement indemnity coverage sold to a Medicare eligible

rson shall bear the following Caption: THE HOSPITAL CONFINE-

ENT INDEMNITY BENEFIT OF THIS POLICY IS NOT
DESIGNED TO FILL THE GAPS IN MEDICARE. IT WILL PAY
YOU ONLY A STATED DOLLAR AMOUNT FOR A DESIGNATED
NUMBER OF DAYS WHEN YOU ARE HOSPITAL CONFINED.
FOR MORE INFORMATION, CONSULT THE COMMISSIONER'S
PAMPHLET “HEALTH INSURANCE ADVICE FOR SENIOR CITI-
%II{]II;ISS’I’,?)VII}{:(%{H YOU RECEIVED WITH THE APPLICATION FOR

(d) Specified Disease Coverage. A policy form providing beénefits only
ﬁor one or more specified diseases sold to a Medicare eligible person shall
ear;

1. The following Designation: SPECIFIED OR RARE DISEASE
LIMITED POLICY, and

2. The following Caption: THIS POLICY IS DESIGNED TO COVER
ONLY ONE OR MORE SPECIFIED OR RARE ILLNESSES, IT
SHOULD NOT BE PURCHASED AS A SUBSTITUTE FOR
HEALTH CARE EXPENSE COVERAGE WHICH WOULD GENER-
ALLY COVER ANY ILLNESS OR INJURY. FOR MORE INFORMA-
TION, CONSULT THE COMMISSIONER'S PAMPHLET
“HEALTH INSURANCE ADVICE FOR SENIOR CITIZENS"
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WHICH YOU RECEIVED WITH THE APPLICATION FOR THIS
POLICY.

(8) CONVERSION OR CONTINUATION OF COVERAGE. (a) An Outline of
Coverage as described in par. (e) and a copy of the current edition of the
commisgioner’s pamphlet “Health Insurance Advice for Senior Citi-
zens” shall be furnished by an insurer upon request to each insured who
will become eligible for Medicare and is offered a conversion policy
under the terms of a group insurance policy.

(b) An insurer:

1. Which provides group insurance coverage shall furnish annually to
each group policyholder written notice of the availability of the informa-
tion described in pars. (a) or (d), where applicable, and:upon request
shall furnish sufficient copies of the same or similar notice to the group
policyholder to be distributed to group members affected; and

2. Which Frovides individual or family insurance coverage shall fur-
nish an Qutline of Coverage as described in par. (e) and a copy of the
current edition of the commissioner’s pamphlet “Health Insurance Ad-
vice for Senior Citizens” at the time an insured who will become eligible
for Medicare is furnished an application for conversion.

(c) Except as provided under par. (d), an insurer shall furnish an
Outline of Coverage and a copy of the current edition of the commis-
sioner’s pamphlet “Health Insurance Advice for Senior Citizens” within
14 calendar days after receipt of the request for such information.

(d) Upon request, a comprehensive written explanation of the insur-
ance coverage to be provided after Medicare eligibility and a copy of the
current edition of the commissioner’s pamphlet “Health Insurance Ad-
vice for Senior Citizens” shall be furnished by the insurer within 14 cal-
endar days after receipt of the request to each insured who will become
eligible for Medicare whose coverage under an individual, family or
group insurance policy will continue with changed benefits (e.g. “carve-
out” or reduced genefits).

(e) The Outline of Coverage:

‘1. For a conversion policy which relates its benefits to or complements
Medicare shall comgly with subsection (4) (b) 1., 2., 3., and 6. of this
rule and shall be submitted to the commissioner; and

2. For a conversion policy not subject to subd. 1. shall comply with
subsection (7), where applicable, and section Ins 3.27 (5) (1).

(9) “HEALTH INSURANCE ADVICE FOR SENIOR CITIZENS” PAMPHLET. Every
prospective Medicare eligible purchaser of any policy subject to this rule
or coverage added to an existing Medicare Supplement policy must re-
ceive a copy of the current edition of the commissioner’s pamphlet
“Health Insurance Advice for Senior Citizens” at the time the prospect
is contacted by an intermediary or insurer with an invitation to apply as
defined in Ins 3.27 (5) (g). This pamphlet prepared by the Office of the
Commissioner of Insurance provides information on Medicare and ad-
vice to senior citizens on the purchase of Medicare supplement insur-
ance and other health insurance. Insurers may obtain copies of this pam-
phlet from the commissioner at cost or may reproduce this pamphlet
themselves. This pamphlet shall be periodically revised to reflect
changes in Medicare and any other appropriate changes. Prior to the
Reglster, March, 1979, No. 279
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publication of the revised pamphlet, it shall be submitted to the Disabil-
ity Subcommittee of the Forms and Classification Advisory Council and
the Insurance Consumers Advisory Council for review. No insurer shall
be responsible for providing applicants the revised pamphlet until 30
days after the insurer has received notice that the revised pamphlet is
available at the commissioner’s office.

(10) APPROVAL NOT A RECOMMENDATION. While the commissioner may
authorize the use of a particular Designation on a policy in accordance
with this rule, that authorization is not to be construed or advertised as a
recommendation of any particular policy by the commissioner or the
state of Wisconsin.

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

(12) ErrecTIvE DATE. This rule shall take effect January 1, 1978.

Note: Subsequent to the adoption of this rule but prior to its effective date the pamphlet
required by sub. (9) shall be revised pursuant to the procedures of that subsection. The
revised pamphlet shall include information on this rule and contain other appropriate
changes.

Note: Insurers may use current supplies of forms which comply with subs. (7), (8) and (9)
of the original rule which became effective January 1, 1978, until those supplies are ex-
hausted, but all forms subject to newly created sub. (7) shall comply with this rule as
amended by July 1, 1979,

History: Cr. Register, July, 1977, No. 259, eff. 8-1-77; am. (13), Register, September, 1977,
No. 261, eff. 10-1-77; am. (2), (3) (d), (4) (a) 1, (4) (b) 1.a.,3.e. and 4., (5) (a) 3.a., (5)
(b) 8. intro., 3. a.,3.b., (5) (¢) 3.a.and b., (5) (d) 3.a., (56) (e) 3.intro. and a., r. and recr.
(4) (b) 5., (6), (7), (8) and (89),r. (10), renum. (11) to (13) tobe (10) to (12),cr. (4) (b) 6.
and 7., Register, December, 1978, No. 276, eff. 1-1-79.

Ins 3.40 Authorized clauses for coordination of benefit provi-
sions in group and blanket disability insurance policies [ss. 631.20,
631.21 (1) (b), 631.23, 631.43, 632.77 (3)]. (1) Purposk. This section
establishes authorized coordination of benefit clauses for group and
blanket disability insurance policies pursuant to s. 631.23, Stats., be-
cause it has been found that provision 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 more effective and litiga-
tion will be substantially reduced is there is increased uniformity of
these clauses. This section does not require the use of coordination of
benefit or “other insurance” provisions but if such provisions are used,
they must adhere substantially to this section. Liberalization of the pre-
scribed 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 crite-
ria of s. 631.20, Stats., and may not be used.

(2) Scopk. This section applies to all group and blanket disability in-
surance policies subject to s. 631.01 (1), Stats., providing 24-hour cover-
age for medical or dental care, treatment or expenses due to either injury
or sickness which contain a coordination of benefits provision, an “ex-
cess,” “anti-duplication,” “non-profit” or “other insurance” clause or
other provision, clause or exclusion by whatever name designated under
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which benefits would be reduced because of other insurance, other than
an exclusion for expenses covered by workers compensation, employer's
liability insurance or Medicare. A plan of coverage, such as major medi-
cal or excess medical, designed to be supplementary to a group or blan-
ket policyholder’s other coverage may provide that the plan shall be ex-
cess to that specific policyholder’s plan of basic coverage from whatever
source provided.

(3) AurHorizep cLAusgS. The clauses in subs. (4) to (10) shall be
considered authorized clauses pursuant to s. 631.23, Stats., for use in
golicy forms subject to this section and collectively are a coordination of

enefits 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 [Alternate Clause]. Only the
major medical expense benefits provided under this policy are subject to
this provision. [When the policy provides both integrated major medical
expense benefits and the basic benefits, but the “otﬁer insurance” provi-
sion applies to the major medical expense benefits only, this alternate
wording is authorized.]

(6) DerinTiONS. (a) “Plan” means any plan providing benefits or ser-
vices for or by reason of medical or dental care or treatment, which bene-
fits or services are provided by group, blanket or franchise insurance
coverage, service insurance plan contracts, group practice, individual
practice and other prepayment coverage, or any coverage under labor-
management trusteed plans, union welfare plans, employer organization
plans, or employe benefit organization plans, and any coverage under
governmental programs, and any coverage required or provided by stat-
ute.

(am) The term “Plan” shall be construed separately with respect to
each policy, contract or other arrangement for benefit or services and
separately with respect to that portion of any policy, contract or other
arrangement which reserves the right to take benefits or services of
other plans into consideration in determining its benefits and that por-
tion which does not.

(b) ““This 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 necesary, reasonable, and cus-
tomary item of expense at least a portion of which is covered under at
least one of the Plans covering the person for whom claim is made, When
a Plan provides benefits in the form of services rather than cash pay-
ments, 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) EFrECT ON BENEFITS. (a) This provision shall apply in determining
the benefits as to a person covered under this Plan for any Claim Deter-
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mination Period if, for the Allowable Expense incurred as to such person
during such period, the sum of

1. The benefits that would be payable under this Plan in the absence
of this provision, and

2. The benefits that would be payable under all other Plans in the
absence therein of provisions of similar purpose to this provision would
exceed such allowable Expenses.

(b) As to any Claim Determination Period with respect to which this
provision is applicable, the benefits that would be payable under this
Plan in the absence of this provision for the Allowable Expenses in-
curred as to such person during such Claim Determination Period shall
be reduced to the extent necessary so that the sum of such reduced hene-
fits 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 includes Claim Determination Period and Facility of Payment
provisions similar to those of this provision, and

3. The rules set forth in this subsection would require 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
under this Plan.

(d) For the purposes of paragraph (c), the rules establishing the or-
der of benefit determination are:

1. The benefits of a Plan which covers the person on whose expenses
claim is based other than as a dependent shall be determined before the
benefits of a Plan which covers the person as a dependent;

2. The benefits of a Plan which covers the person on whose expenses
claim is based as a dependent of a male person shall be determined
before the benefits of a Plan which covers the person as a dependent of a
female person; except that in case of a person for whom claim is made as
a dependent child,

a. When parents are separated or divorced and the parent with cus-
tody 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 de-
pendent 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 depen-
dent 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 step-
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parent 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., if 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 bene-
fits 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. and 2. do not establish an order of benefit
determination, the benefits of a Plan which has covered the person on
whose expenses claim is based for the longer period of time shall be de-
termined before the benefits of a Plan which has covered the person the
shorter period of time.

(e) When this subsection operates to reduce the total amount of bene-
fits otherwise payable as to a person covered under this Plan during any
Claim Determination Period, each benefit that would be payable in the
absence of this provision shall be reduced proportionately, and the re-
duced amount shall be charged against any applicable benefit limit of
this Plan. [This clause may be omitted if the 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 com-
pany or other organization or person any information, with respect (o
any person, which the insurer or service plan deems to be necessary for
such purposes. Any person claiming benefits under this Plan shall fur-
nish to the insurer or service plan such information as may be necessary
to implement this provision.

(9) Faciiry or 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 or-

anizations making such other payments any amounts it determines to
ge 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 dis-
charged from Ea ility under this Plan.

(10) RicHT oF RECOVERY, Whenever payments have been made by the
insurer with respect to Allowable Expenses in a total amount, at any
time, in excess of the maximum amount of payment necessary at that
time to satisfy the intent of this provision, the insurer or service plan
shall have the right to recover such payments, to the extent of any ex-
cess, from among one or more of the following, as the insurer or service
plan shall determine: any persons to or for or with respect to whom such
payments were made, any other insurers, service plans or any other or-
ganizations.

(11) LIMITATIONS ON AND VARIATIONS FROM DEFINITION OF PLAN. The
definition of a Plan in sub. (6) (a) enumerates the types of coverage
which the insurer may consider in determining whether overinsurance
Register, January, 1981, No. 301
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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 organi-
zation or group. Group-type contracls answering this description may be
included in the definition, at the option of the insurer and its policy-
holder-client, whether or not individual policy forms are utilized and
whether the group-type coverage is designated as “franchise” or “blan-
ket” or in some other fashion.

(c) The definition may include both group and individual automobile
“no-fault” contracts but, as to the traditional automobile “fault” con-
tracts, only the medical benefits written on a group or group-type basis
may be included.

(d) The definition may not include group or group-type hospital in-
demnity benefits written on a nonexpense incurred basis of $30 per day
or less unless they are characterized as reimbursement type benefits but
are designed or administered so as to give the insured the right to elect
indemnity type benefits, 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 con-
strued as being included 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 injuries, 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 with-
out expanding the definition of Allowable Expenses beyond the hospi-
tal, medical and surgical benefits as may be provided by the government
program.

(12) DETERMINATION OF LENGTH OF TIME COVERED. (a) In determining
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 continu-
ous Plan so long as the claimant concerned was eligible for coverage
within 24 hours after the prior Plan 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 single
employer to a Taft-Hartley Welfare Plan| would constitute 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 first contracted to provide the Plan
for the group concerned (employer, union, association, etc.), then, in the
absence of specific information to the contrary, the carrier shall assume,
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for purposes of this section, that the claimant’s length of time covered
under that Plan shall be 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 ex-
isting group plans containing provisions under which the coverage is de-
clared to be “excess” to all other coverages, or other overinsurance pro-
visions not consistent with the provisions of this section. Such plans may
have been written by self-insured or nonregulated entities not presently
subject to insurance regulation, or by insurers or service corporations
under policies or contracts issued prior to the effective date of this sec-
tion which have not yet been brought into conformance with this sec-
tion. Carriers are urged to use the following claims administration pro-
cedures when one plan is “excess” to all other coverages and their policy
or contract contains the coordination of benefits provisions of this sec-
tion. A plan containing a coordination of benefits provision should pay
first if it would be primary according to the oder of benefit determina-
tion of subsection (7). In those cases where a group coordination of ben-
efits plan would normally be considered secondary, the insurer should
make every effort to coordinate in a secondary position with benefits
available through any such “excess” plan. The insurer should try to se-
cure the necessary information from the “excess” plan. But if such ex-
cess plan is unwilling to provide the carrier with the necessary informa-
tion, 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 is 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 re-
sponding insurer. This education effort should also be encouraged
through local claim associations;

(c) Claim personnel should be encouraged to make every effort, in-
cluding 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 area, with at least basic information on group health plans
for major employers;

(e) Each insurer should establish a time limit after which full or par-
tial payment should be made. When payment of a claim is necessarily
delayed for reasons other than the application of a coordination of bene-
fits provision, investigation of other valid coverage should be conducted
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concurrently so as to create no further delay in the ultimate payment of
benefits. Occasionally this will necessitate an insurer making payment
as the primary insurer with a right of recovery in the event that subse-
quent investigation proves that payment as a secondary insurer should
have been made.

(15) SMALL cLAIMS WAIVER. Insurers are urged to waive the investiga-
tion of possible other coverage for coordination of benefits purposes on
claims less than $50, but if additional liability is incurred to raise the
small claim above $50, the entire liability may be included in the coordi-
nation of benefits computation.

(16) SusrocaTiON. 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) Epucation oF INSUREDS. Each insurer has an affirmative obliga-
tion to urge its respective group clients to take reasonable steps to assure
that those insured by the group policy or subseriber contract have been
exposed to reasonably concise explanations, with as little technical ter-
minology as is commensurate with accuracy, as to the purpose and oper-
ation of coordination of benefits. Such educational effort may take the
form of articles in the employer magazines or newspapers, speeches
before the appropriate labor organization in the case of a unionized em-
ployer, brochures added to pay envelopes, notices on the company bulle-
tin board, materials used by personnel department in counseling em-
ployes, and the like.

(18) DISCLOSURE OF COORDINATION OF BENEFIT CLAUSES IN CERTIFICATES
OF COVERAGE. Flach certificate of coverage under a group disability policy
or contract which provides coordination of benefits pursuant to this sec-
tion shall contain, at least in summary form, a description of the coordi-
nation of benefit clauses.

(19) SeveraBiLiTY. If any provision of this section or its application to
any person or circumstances is held invalid, the invalidity does not af-
fect other provisions or applications 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) Errecrive paTe. This section shall become effective on Septem-
ber 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 section 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 bar-
gained contract pursuant to which they were written, if any.

History: Cr. Register, July, 1980, No. 295, eff. 3-1-80; am. (2), Register, January, 1981, No.
301, eff. 2-1-81.
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