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Jon Litscher, Chair, called the meeting of the Group Insurance Board (Board) to order at
9:01 a.m. He welcomed Stacey Rolston as a new member of the Board.

Mr. Litscher noted the Board received hard copies of three letters addressed to the
Chair concerning the Segal report and related issues. The letters were from Mr. Hickory
R. Hurie, Rep. John Nygren on behalf of the Joint Finance Committee (JFC), and the
Wisconsin Association of Health Plans. Mr. Litscher stated that questions and points of
concerns expressed in the correspondence would be addressed by the Segal
representatives during continued discussion of the second Segal report.
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ANNOUNCEMENTS
Ms. Ellinger introduced Sara Brockman as the new Board Liaison.

HEALTH INSURANCE

Health Care Benefits Consultant Second Report — Observations and
Recommendations for 2017 and Beyond

The Chair noted that the continued discussion of the Health Care Benefits Consultant
Report was not an action item.

Mr. Johnson, Ms. Schatten and Mr. Vieira answered multiple questions regarding the
second report.

Deloitte and Segal Report Comparisons

The Board asked about the notable differences between the projected savings and
potential risks in the respective reports presented by Deloitte and Segal Consulting.
Specifically, the Board asked about the discrepancy between the potential $100 million
loss estimated by Deloitte and the $42 million potential savings estimated in the Segal
report. Segal explained that the discrepancies can be attributed to differences in
methodology and data quality.

Segal referenced the Executive Summary of the August 2013 Deloitte report, which
noted limitations in regards to incomplete or inaccurate data submissions. Segal
gathered as much relevant data as possible to provide determinations and projections
that applied to the state of Wisconsin, and utilized a national database and known
discount data.

Segal stated that issuing a Request for Proposals (RFP) would provide concrete
information about available providers, regional and/or statewide health plan options and
establish actual costs and potential savings. The proposal could be developed to align
with the best interests of the ETF member population.

Segal acknowledged that the Wisconsin market is different than other states, which is
reflected in the Segal recommendation for a regionalized approach. The intent of the
regional system is to maintain a competitive marketplace and high quality provider
systems. Segal also noted that 46 states self-insure to some degree and many states
have established unique provider contracting agreements.

Joint Finance Committee (JFEC) Correspondence

Segal was asked to address the questions outlined in the letter submitted to the Board
by State Representative John Nygren, Assembly Co-chair of the JFC. Questions
pertained to potential cost savings, Affordable Care Act tax legislation and benchmark
comparisons within the Segal report.
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The letter focused on the potential cost savings outlined in the Segal report and whether
Segal also considered the financial risk of self-insurance.

Segal stated that there were no missing calculations in relation to the state’s financial
risk, and adopting a self-insured model is not expected to negatively impact the state
budget. Segal also acknowledged that self-insurance models carry inherent risk.

The letter also addressed the potential savings related to Total Health Management
(THM), specifically the ability to produce $80 million in savings.

Segal referred to the correlating sections in the two Segal reports, which outline the
findings in regards to potential THM savings. The reports identify several possible
savings opportunities. For example, it is estimated that 90% of all claims paid annually
by ETF are due to chronic conditions. The Segal report suggests that increased
member engagement in both wellness and disease management programs are
expected to improve overall member health and reduce future cost.

Segal estimates between $10 and $30 million dollars in savings for the first year due to
THM. Total estimated THM savings will be cumulative over time, with the potential to
ultimately eliminate $60 to $80 million in costs annually.

The letter noted the recently-adopted changes to the Affordable Care Act, including the
one-year suspension of the health insurance tax, and the two-year delay of the excise
tax on high-cost health plans, also known as the “Cadillac tax,” and inquired how these
changes will affect associated projections.

Segal stated that the changes had not been proposed prior to the publication of the
second report. The delays are also temporary and therefore have no real impact on
Segal’s financial projections.

Segal also noted that the delay of the excise tax will allow the Board to make gradual
benefit changes over an additional two-year period to remain under the excise tax
threshold.

The letter’s final question pertained to the Segal report’s use of the federal exchange
premiums as a point of reference for the ETF program, specifically whether such
comparisons were reliable and accurate given demographic variation between the ETF
and exchange populations.

Segal stated that several benchmark comparisons were performed between the ETF
program and other federal and state-level health plans. ETF plan costs were
consistently higher throughout the benchmarking process.
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The exchange was included as a benchmark group because it is a managed care model
marketplace with significant member volume, and has been used previously by Segal
as a comparison benchmark for other state plans. The results were consistent with the
rest of the benchmarking process, finding that ETF premiums were higher than
exchange premiums, which is different than the results Segal has seen in other states.

Segal noted that the results of this particular benchmark comparison were not used in
any projections and was simply provided for reference.

Member Impacts

The Board noted that the correspondence addressed to the Chair raised concerns
about the impact of proposed changes at the member level, specifically in regards to
provider access, quality of coverage and change management.

Segal stated that all of the health plans queried during the initial evaluation met the
desired criteria for provider access. While some providers may ultimately change as the
result of regionalization, it is not anticipated that these changes will limit provider access
or choice of plans.

Segal stated that the primary goal is to develop a more efficient tiered delivery system
while preserving the current level of high quality care and benefits for the ETF member
population.

Segal stated that the Board would be able to determine appropriate timelines and
implement incremental changes. Segal also stressed the need for timely and consistent
communication to the member population regarding any future changes.

Request for Proposal Recommendation

The Board requested that ETF, with the assistance of Segal Consulting, present a
recommendation for developing a self-insurance model RFP at the next Board meeting
on February 17, 2016.

The proposal should include an implementation timeline with a target date of January 1,
2018.

Segal Recommendations — Next Steps

Ms. Ellinger referred the Board the memo Segal Recommendations — Next Steps

(Ref GIB | 1.7.16 | 3). The summary outlines all of Segal’s recommendations in a single
reference document and includes preliminary staff analysis pertaining to timelines,
administrative tasks and resources required.

Ms. Ellinger noted that several items outlined in the document could be incorporated
into the recommended self-insuring RFP. Additionally, she highlighted the flexibility
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available in the RFP process, such as allowing providers to bid on both a regional and
statewide basis, so that the Board may compare the costs and benefits associated with
various delivery models.

OPERATIONAL UPDATES

Legislative Update

The Chair referred the Board to Ms. Hunter’'s memo in the board packet (Ref. GIB |
1.7.16 | 4). This summary was presented for information only and no Board action was
required.

ADJOURNMENT

MOTION: Ms. Thompson moved to adjourn the meeting. Mr. Farrell
seconded the motion, which passed unanimously on a voice vote.

The meeting adjourned at 10:48 a.m.

Date Approved:

Signed:

Michael Farrell, Secretary
Group Insurance Board



