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Date: January 19, 2017 
  
To: Group Insurance Board 
 
From: Deb Roemer, Director 
 Benefit Services Bureau 
 Division of Retirement Services 
 
Subject: Disability Program Redesign-Income Continuation Insurance Program (ICI) 
 
 
ETF requests that the Group Insurance Board (GIB) take action on the proposal to 
redesign the ICI Program at an upcoming Board meeting. 
 
Attached is an ETF proposal recommending a redesign of the ICI program, as well as, 
supporting actuarial analysis. 
 
At the February 8, 2017 meeting, ETF staff and Milliman, the Board’s actuary for all the 
disability programs administered by ETF, will present these recommended changes to 
the ICI program.  As you will see from the memo about the Long-Term Disability 
Program, the Department’s goal is to make the disability programs easier for members 
to understand and more efficient for employers and ETF to administer.  In addition, the 
state ICI program has had to increase premiums the last couple of years because the 
program is not fully funded.  Therefore, these changes to the state ICI program are 
intended to help with the long-term sustainability of the program as well as make it 
easier to understand and administer.     
 
Please contact Deb Roemer at (608) 266-5387 or deb.roemer@etf.wi.gov if you have 
comments or questions. 
 
Staff will be at the Board meeting to answer any questions. 
 
 
Attachment A:  Proposal to Redesign ICI Program 
Attachment B: Letter on ICI Experience and Plan Design Analysis – Milliman  
Attachment C: Letter on ICI Program Redesign – Milliman 
Attachment D: Presentation – Disability Benefit Programs Redesign  
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Executive Summary  
The Division of Retirement Services (DRS) has been evaluating the disability programs 
currently offered to State of Wisconsin and local government employees.  The goal of this 
analysis is to reduce the number of disability program offerings, but to reduce them in a 
manner that produces the least impact on members, employers, the Trust, and the agency.  
The focus has been to redesign the disability benefit offerings in a way that is at a minimum 
cost-neutral, reduces duplication, and reduces complexity. 

The first phase of this project included a technical clean-up of the voluntary Income 
Continuation Insurance (ICI) program plan language, which was completed in 2013.  The 
second phase of this evaluation was a review of the ICI and Long-Term Disability Insurance 
(LTDI) programs.   

One result of this evaluation has been a recommendation to reduce the number of long-term 
disability programs administered by ETF.  The decision was made to recommend closure of 
the LTDI program to new claims and reopen the 40.63 Disability Annuity program (40.63).  At 
their September 29, 2016 meeting, the Employee Trust Funds Board approved the closure of 
the LTDI program effective January 1, 2018.  Approval of the necessary administrative rule 
changes is still pending.  Once that process is successfully completed the 40.63 program will 
be the sole long-term disability program available for most WRS participants.  

Also part of the second phase of the disability program review and working with ETF’s group 
insurance actuaries, Milliman, Inc. (Milliman), ETF explored the existing status of the ICI 
program and evaluated a number of possible program changes.  This proposal is the product 
of that evaluation process.  

The second phase of the disability program review also included an assessment of the current 
status of the ICI program.  Working with our group insurance actuaries, Milliman, Inc. 
(Milliman), ETF evaluated a number of possible program changes.  This proposal is the 
product of that evaluation process.  

It is ETF’s proposal to streamline the state and local ICI benefit programs in order to reduce 
variation between the programs, increase program participation in the state plan, and to 
ultimately reduce the state ICI program actuarial deficit. The goal is to redesign the program in 
a way that is cost-neutral and will increase efficiency while at the same time simplifying the ICI 
program to reduce confusion for employees, staff and employers. 

The state ICI program has been operating with an actuarial deficit since 2006.  This deficit has 
grown substantially since 2008 due to various factors.  Such factors include declining 
enrollment and growth in long-term disability claims payments. The Group Insurance Board 
(GIB) has authorized numerous premium increases, however, premium growth has not been 
sufficient to address the actuarial deficit. Continued premium increases along with other 
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external pressures may have already begun to erode enrollment in the program. The program 
appears to be in an unsustainable position and risks even greater growth in the deficit. 

The local ICI program, on the other hand, has experienced outstanding performance results.  
The local ICI program, funded at nearly 800% of its actuarial liability, is virtually self-sustaining.  
From 2013 – 2015, the local ICI program has been able to pay claims and grow its fund 
balance despite being on a premium holiday over the same time period. 

As a result of this analysis, DRS makes the following recommendations for the state and local 
ICI programs: 

• Eliminate long-term benefits by reducing the maximum benefit period to 18-months 
following the employee selected elimination period. 

• Reduce the benefit to 70% of pre-disability earnings up to a maximum monthly benefit 
of $7,000 based on a maximum monthly salary of $10,000. 

• Replace the current premium rate structure with elimination-period (EP) based 
premiums.  EPs of 30, 60, 90, and 180 days are proposed. 

• Employers will pay the entire premium for the longest EP (180 days) with employees 
paying the premium differential for electing a shorter EP. 

• Elimination of the $75 long-term disability add-on. 
• Elimination of supplemental coverage. 
• Elimination of the one-year service requirement before UW faculty and academic staff 

are eligible for employer premium contributions. 
• The earnings offset for employees who return to work part-time with their former 

employer is reduced to 70%. 
• Eliminate the requirement to exhaust sick leave prior to receipt of benefits. 
• New program effective beginning January 1, 2019 or 2020. 

 

Long-term disability benefits will still be available for WRS members through the LTDI or the 
§40.63 Disability Annuity program (40.63). 

These reforms will require statutory changes once GIB approval is obtained in order to amend 
certain requirements related to premium calculations, benefit durations, and waiting periods. 

The effect of these reforms will be a leaner, more streamlined program that will be less 
complicated to administer, encourage greater enrollment, address the growing actuarial 
liability, and result in premium savings for employees as well as being, at a minimum, cost-
neutral for employers.  These reforms will also reduce the number of duplicative disability 
benefits offered to Wisconsin Retirement System (WRS) employees, thus reducing complexity 
in the administration and coordination of benefits as well as reducing confusion for WRS 
members. Streamlining benefits will reduce the complexity of the program as it relates to BAS 
design as well. 
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Background 

ICI is an optional disability income insurance benefit that provides replacement income for 
short-term and long-term disabilities. The program is a self-insured plan financed by employer 
and employee premium contributions. All state employers are required to participate while 
participation is optional for local employers. 

The ICI program will pay benefits to any insured individual who becomes disabled while 
employed by a WRS participating employer.  ICI will pay 75% of average monthly earnings and 
offers Standard and Supplemental coverage: 

• Standard Coverage—Covers up to $64,000 of annual earnings. The maximum benefit 
is $4,000 per month. The premiums are shared by employers and employees.  

• Supplemental Coverage—Available to employees whose annual salary exceeds 
$64,000. Covers between $64,000 and $120,000 of annual earnings. The maximum 
benefit is $7,500 per month. The premiums are paid entirely by the employee.  

 
The benefit lasts until age 65 (with some exceptions), or until the employee is no longer 
disabled whichever is sooner. A $75 supplemental benefit is added to the normal monthly 
benefit amount, when the benefit transitions to long-term ICI. 

Before the benefit begins, state employees must serve an elimination period or use sick leave 
up to a maximum of 130 working days, whichever is longer. University of Wisconsin faculty and 
academic staff may select an elimination period of up to 180 calendar days. All other state 
employees have a 30-day elimination period. 

Local employees, like UW faculty and academic staff, select their own elimination period, up to 
180 calendar days.  Local employees are not required by the ICI plan to exhaust sick leave 
prior to receiving benefits. 
 
In the state ICI plan, employee premiums are determined by an employee’s level of 
accumulated sick leave and fit into one of six categories.  ICI premiums for UW faculty and 
academic staff are determined by the employee-selected elimination period, as are premiums 
for local employees.  Employer contributions to the state ICI program are based on a 
percentage established in statute (§40.05 (5) Wis. Stat.) which establishes the program’s 
premium categories.  For UW faculty and academic staff and local employees, employers pay 
100% of the premium for a 180-day elimination period.  If an employee wishes to enroll with a 
shorter elimination period, they will pay the premium differential.  Additionally, there is no 
employer contribution for UW faculty and academic staff until they have 12 months of state 
employment under the WRS. 
 
ICI benefits continue until the recipient turns age 65 (with some exceptions), recovers, returns 
to full-time work, or dies, whichever occurs first.   
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ICI benefits will not duplicate certain benefits available from other sources, including the WRS, 
Social Security Administration, workers’ compensation, and unemployment compensation. 
Duplicate benefits must be paid back to the ICI program.  

The ICI program is authorized by Wisconsin Statute §40.62 and is currently administered by 
Aetna Life Insurance Company. 
 
ICI Program Financial Condition 
 
As of December 31, 2006, the actuarial valuation for the State ICI program highlighted a deficit 
of $6.3 million and a total liability of $67 million.  Ten years later, the deficit has grown 411% to 
$32 million, and the liability has risen 23% to $82.4 million (Exhibit 1). In order to counter the 
program deficit, ETF’s actuaries have recommended continued premium rate increases over 
the years (Exhibit 2). Significant rate increases were proposed and approved at the May 2015 
GIB meeting. At that meeting the GIB approved increases of 20% annually from 2016 to 2020, 
which are projected to eliminate the program deficit by 2022. The GIB affirmed these increases 
at the May 2016 meeting.   

Exhibit 1-State ICI Program Deficit Growth 2006-2015 

 
 

The local ICI program, on the other hand, has an actuarial surplus of $31.6 million as of the 
December 31, 2015 valuation.  This surplus is significant when one considers that the local ICI 
program averages claim payments of approximately $1 million per year.  The local program 
has been on a premium holiday since 2012 and is virtually self-sustaining as investment 
income has exceeded program expenses by at least $1 to $2 million annually since 2013. 
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Continued premium rate increases alone have not been able to adequately address the 
growing deficit in the state ICI program.  Additionally, the concern is that continuing increases 
will eventually cause adverse selection and result in further enrollment declines, assuming that 
this has not already begun.  In addition to premium increases for the state ICI program, 
Milliman has advised that program changes should be considered in order to stabilize the 
funding for the State ICI program more long-term. 

 
Exhibit 2-State ICI Premium Rate History 2006-2016 

State ICI Premium Rate Increase History 2006-2016 

Actuary 
Report 

Year 

Plan Year 
(Ending 

12/31/xx) 

Premium Increases 
Anticipated 

Future Increases 
Effective 

Year Recommended 
Board 

Approved 

2006 2005 2007 7.0% 7.0% N/A 

2007 2006 2008 0.0% 0.0% N/A 

2008 2007 2009 0.0% 0.0% N/A 

2009 2008 2010 7.0% 7.0% 7% / 2012 & 2014 

2010 2009 2011 0.0% 0.0% 7% / 2012 & 2014 

2011 2010 2012 7.0% 7.0% 7% / 2014 & 2016 

2012 2011 2013 0.0% 4.5% 9% / 2014 & 2016 

2013 2012 2014 4.5% 4.5% 4% / 2015-2018 

2014 2013 2015 7.0% 7.0% 7% / 2016 & 2017 

2015 2014 2016 20% 20% 20%/2017-2020 

2016 2015 2017 20% 20% 20%/2018-2020 
 

 

Enrollment  
The state ICI program has been experiencing declining enrollment since 2010 both in real 
numbers and as a percentage of total eligible employees (Exhibit 3).  State ICI enrollment has 
declined 9.3% since 2003, while the number of state WRS employees has risen 8.6%.  In 
2003, 71.1% of employees were enrolled in state ICI.  This number has fallen to 59.4% in 
2015.   

 

 
Exhibit 3-WRS Employment vs. State ICI Enrollment 2003-2015 



Benefit Services Bureau 
Proposal to Redesign the Income Continuation Insurance Program 
January 17, 2017 
 

7 
 

 
 

It is interesting to note that the local ICI plan requires 65% employee enrollment for a local 
employer to participate in the plan.  This means that if the state wanted to participate in the 
local plan it would not meet the enrollment requirement. 

Long-Term Claim Growth 
The state ICI plan has experienced growth in the number and amount of long-term claims 
(Exhibit 4).  Between 2009 and 2011, the number of long-term claims have averaged 100-200 
more claims than short-term claims.  In 2012, the gap between long-term and short term 
claims began growing and has reached 400 more long-term claims over short-term claims in 
the 2nd quarter of 2016.  

Exhibit 4-State ICI Claim Counts by Quarter 
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Average monthly long-term ICI benefit payments tend to be less than short-term payments 
because long-term benefits are typically offset by other long-term disability benefits such as 
Social Security Disability Insurance (SSDI), LTDI, and 40.63.  However, due to the rapid 
growth in long-term claims, the state ICI program is paying out more in long-term benefits than 
short-term benefits (Exhibits 5, 6) in spite of very little change in the difference between 
average short-term and long-term benefit amounts (Exhibit 7).  Due to the long-term 
component of the ICI program, this gap is expected to continue growing. 

 
 
 
 

Exhibit 5-State ICI Claim Payments by Quarter 

 
 

 
Exhibit 6-Growth in Long-Term Benefit Gap 
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Exhibit 7-State ICI Average Monthly Benefit 

 

Discussion 
As part of their analysis, Milliman conducted an exhaustive experience study of the state ICI 
program (Attachment B).  This work confirmed that the current premium rates were not 
adequate for program funding.  Milliman performed an interest adjusted loss ratio (IALR) 
review of the state ICI program and discovered that while the preferred IALR is 70-80%, only 
three state agencies met this target.  The remaining agencies exceeded this target, one by a 
factor of eight.  When Milliman examined state ICI experience by occupation, similar results 
were found, though some of these were in occupations where it is expected that disability rates 
would be higher, such as protective occupations.  Not surprisingly, teachers, and by extension, 
the University of Wisconsin faculty and academic staff, had the lowest IALR (40%).  This is 
significant when one takes into consideration that the UW has roughly half the experience and 
the largest enrollment of any employer in the state ICI program.  Without the UW’s 
participation, the ICI program would be in a more difficult situation than it currently is.  
Coincidentally, like the local ICI program, ICI premiums for UW faculty and academic staff are 
based on employee selected elimination periods rather than accumulated sick leave. 

The inadequacy of the ICI premium rates lead Milliman to recommend and the GIB to approve, 
successive 20% annual increases for the period of 2016 through 2020.  However, these 
increases themselves cause additional pressures on the state ICI program.  Because of this, 
Milliman also recommended that ETF evaluate the possibility of making changes to the 
program itself. 

The state ICI premium rates themselves are tied to an employee’s accumulated sick leave 
balance.  The premium structure is intended to encourage sick leave accumulation by reducing 
employee premiums after an employee reaches a certain level of sick leave accrual. The 
breakdown of the premium categories is shown in Exhibit 9. 

Premium Categories 4-6 are classified as permanent categories.  When an employee 
accumulates the required number of sick leave hours to enter into one of those categories, 
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they will stay in that category (unless eligible to move to a higher category) even if their 
accumulated sick leave falls below the required threshold.  Category 3 is a special category 
that allows employees to obtain a state contribution if they are able to accumulate 80 sick 
leave hours in a calendar year. Category 3 is not a permanent category. 

Exhibit 9-State ICI Premium Categories 

State ICI Premium Categories 
Category Sick Leave Accumulation 

1 
Less than 10 working days (80 hours) in the preceding 
calendar year and less than 23 working days (184 
hours) total accumulation. 

2 
Less than 10 working days (80) hours in the preceding 
calendar year and 23 to 64 working days (184 to 520 
hours) of total accumulation. 

3 

At least 10 working days (80 hours) in the preceding 
calendar year but less than 65 working days (520 
hours) total accumulation. For purposes of this 
category only, one day equals 8 hours of sick leave 
for a full time employee. For a part time employee, the 
daily equivalent shall be prorated as a percentage of 
full time, based on the employee’s most recent 
appointment. 

4 65 working days (520 hours) but less than 91 working 
days (728 hours) total accumulation. 

5 91 working days (728 hours) through 130 working 
days (1040 hours) total accumulation. 

6 More than 130 working days (1040 hours) total 
accumulated sick leave. 

 

Basing premiums on sick leave adds a degree of instability to the program, as sick leave levels 
fluctuate from year to year. It does not appear to be coincidental that the local ICI program, as 
well as the UW faculty and staff portion of the state ICI program have the best experience.  
This is likely owing to a more stable risk exposure that comes from elimination period based 
premiums.   

The decline in enrollment cannot be attributed to a specific cause.  The first of the 20% ICI 
premium increases began in 2016, so the impact of these increases is not yet measurable.  
However, successive large premium increases will cause employees to evaluate the cost of 
the coverage vs. the likelihood of filing a claim to determine whether or not purchasing 
coverage is worth it for them.  Frequent increases in premiums will result in adverse selection, 
where only those employees most likely to use the benefit enroll in the program.  This in turn 
will put greater upward pressure on premium rates and drive out more enrollees in this 
voluntary program.   
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Changes in the state’s workforce also have implications for ICI enrollment. Beginning in 2010, 
many employees left the state workforce in above average numbers.  These employees retired 
for the most part and were replaced by new employees with little to no accumulated service. 
From 2009 to 2015, the total number of active lives in the WRS system declined by 3.7% while 
over the same period the number of employees with 1-4 years of accumulated service 
increased by 7.1%.  As a result of this shift, the percentage of employees with 1-4 years of 
accumulated service has risen from 28.8% of WRS active lives in 2009 to 32% in 2015 (Exhibit 
10). As was pointed out earlier, state WRS enrollment has grown 8.6% so the majority of the 
growth in the number of employees with 1-4 years of service can be assumed to be state 
rather than local employees.  This is important for the state ICI program because people with 
little accumulated service also have little accumulated sick leave and pay higher ICI premiums 
than employees with greater sick leave accumulation.  This group of employees typically does 
not purchase ICI right away and wait until they qualify for Category 3 which offers a special 
reduced premium for employees and an employer contribution. 

Exhibit 10-Active Lives vs. New Hires 2009-2015 

 
Over the same period (2009-2015), total state ICI enrollment declined 10%, while the number 
of state WRS employees grew 5.7%. 

On a similar note, the number of employees aged 15-30 has increased 6% and make up 
10.6% of total active lives.  This age group is another segment that typically does not enroll in 
ICI coverage and could also be having an effect on declining enrollment.   

Lastly, DRS has heard anecdotally that employees are dropping ICI coverage because of 
increases in other employee benefit obligations, specifically health insurance premiums and 
retirement contributions.  When employees assumed increased payroll deduction obligations 
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for these benefits, they began to cancel other lower priority voluntary benefits, such as ICI 
coverage, to make up for the loss of take home pay. 

It is most likely a combination of all of these factors (premiums, workforce, and external 
financial pressures) that are contributing to the downward trend in ICI enrollment.   

Since premium increases alone are not likely to solve the state ICI program’s funding issues, 
the next logical option was a review of benefits.  Using a holistic approach, changes to the ICI 
program were viewed in the context of all of ETF’s disability benefit options.   

The ICI program has multiple variations, including both short and long-term components, 
separate rules for University of Wisconsin faculty and academic staff, and a program for local 
employers with EPs that differ from the UW faculty and academic staff EPs.  These variations 
“within the program” have different rules that cause confusion for employees, employers, the 
third party administrator (TPA), and ETF staff alike.  In addition to the long-term benefits 
offered by the ICI program, ETF also currently administers the Long-Term Disability Program 
(LTDI), the §40.63 Disability Annuity Program (40.63), and the §40.65 Duty Disability Program 
(40.65) which is limited to protective occupation participants who become disabled in the line 
of duty. Depending upon a member’s occupation, multiple combinations of these benefit 
programs can be available to them. 

Using this holistic view, there does not appear to be a compelling reason to offer the number of 
disability programs, particularly long-term disability, that are currently offered by the WRS.  
Ideally, one short-term and one long-term disability plan is all that should be required (not 
including 40.65).  Since ICI is the only short-term disability plan offered to WRS participants it 
makes sense to retain the short-term component and to strip away the long-term component of 
this plan in favor LTDI or 40.63, which are long-term disability programs.  Additionally, the 
growth in long-term ICI claims is also putting upward pressure on ICI premium rates and raises 
the question of whether it is fair for current enrollees to be paying premiums to fund current 
long-term claims.   

Another consideration is how generous the ICI benefit is.  ICI pays claimants 75% of average 
monthly earnings for both short-term and long-term benefits, until a claimant reaches age 65, 
which, depending on the recipient’s current age can stretch decades into the future.  Milliman 
indicates that 75% of monthly earnings is unusual compared to industry standards, as is the 
additional long-term $75 add-on benefit.  Typical disability plans have benefit levels of 60%, 
with 65-70% benefit levels considered as “generous.”  Another point of consideration is that at 
75%, a claimant can match or exceed their actual after tax income, depending on the taxability 
rate of the ICI benefit.  ICI benefits are taxable based on the level of employer contribution that 
occurs.  Employees on a disability benefit who are able to match their take-home pay have 
less of an incentive to return to work.   

The current state ICI program will be developed as a part of the BAS project with the potential 
to be administered in-house.  While it is not anticipated that this change will occur right away, 
by streamlining the program now, BAS development in the future should benefit from the 
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removal of many of the program nuances highlighted above that would need to be 
incorporated during BAS programming.  The redesign of the ICI program will make the state 
and local plans nearly identical. 

Proposal 

After evaluating the analysis provided by Milliman, BSB developed a program structure that 
achieves the stated goals and addresses the financial and enrollment issues facing the state 
ICI program.  The primary methods for achieving these objectives are decoupling sick leave 
from the state ICI program and converting ICI to a short-term disability benefit along with other 
benefit changes.  Specifically: 

Decoupling sick leave: 

• Eliminate state ICI premium rate categories based on accumulated sick leave and 
replace them with elimination period (EP) based premiums instead – 30, 60, 90, and 
180 day.  Employers will pay the entire premium for 180-day EP and employees will 
“buy up” to a shorter elimination period if desired.   

• Eliminate the requirement to exhaust sick leave before benefits can be paid in the state 
ICI program. 

 
Eliminating long-term ICI: 

• Eliminate long-term ICI benefits 
• Increase short-term ICI benefit duration to 18 months after completion of employee-

selected EP. 
• Eliminate the $75 long-term add-on. 

 

Other benefit changes: 

• Reduce the benefit amount from 75% of salary to 70%.   
• Eliminate supplemental coverage and increase the maximum monthly benefit for 

standard coverage to $7,000, which is 70% of $120,000 of annual earnings. 
• Eliminate requirement for UW employees to be employed 12 months before eligibility of 

coverage. 
• Change return to work/rehabilitative income offset from 75% to 70%. 

 
Decoupling sick leave from the state ICI program is one aspect of streamlining the ICI program 
by adopting provisions from the local ICI program and the UW portion of the state ICI program.  
Decoupling sick leave, combined with eliminating supplemental coverage, also has the 
additional administrative effect of eliminating the annual deferred enrollment/supplemental 
open enrollment periods in the ICI plan.  Under the proposed plan, employers, particularly 
state ICI employers, will no longer have to review their employee’s sick leave balances for ICI 
premium category determinations at the end of each calendar year in order to determine the 
correct premium category each of their employees is eligible for.  Under this proposal, an 
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employee will choose their EP when hired.  If an employee wishes to shorten their EP, they will 
be able to achieve this by filing an evidence of insurability application as employees in the local 
ICI program are currently required to do.  By eliminating these two program elements, there 
will no longer be any annual enrollment processes necessary for employers or employees. 

The elimination of long-term ICI benefits is proposed for three reasons.  Primarily, the current 
structure of the state ICI program is not sustainable given the level of premiums charged.  On 
the other hand, increasing premiums by an amount sufficient to address the funding imbalance 
will likely add more downward pressure on state ICI enrollment, leading to adverse selection.  
The growth in long-term claims payments is likely to continue given the duration of long-term 
disability payments in the ICI program.  By eliminating long-term ICI benefits, ETF will be 
eliminating one of three long-term disability programs.   

Eliminating long-term benefits will help address the deficit problems by providing greater 
certainty in premium development due to the limited benefit period and set elimination periods 
rather than using accumulated sick-leave levels which fluctuate from year to year. 

Long-term ICI benefits were originally designed to provide continuity for disability claimants 
who were totally disabled, beyond short-term ICI.  The approval process for other long-term 
disability benefits can take some time.  While ICI claimants are encouraged to apply for long-
term disability benefits while they are still receiving short-term benefits, 12 months may not be 
sufficient for them to get long-term benefits approved.  By extending short-term benefits to 18 
months, employees will be much less likely to find themselves in a position of financial 
hardship if their long-term benefits are not approved prior to the current 12 month expiration 
period of their short-term benefit.   

In addition to assisting with addressing the program deficit, reducing the payable benefit from 
75% to 70% is also intended to encourage employees to return to work.  As previously 
discussed, Milliman indicates that a 75% benefit is considered a rich benefit that is outside 
industry averages for disability benefits and could result in a claimant earning more in disability 
benefits than take home pay.  This creates a tremendous disincentive to return to work. To 
further encourage disabled employees to return to part-time work, this proposal also reduces 
the earnings offset from 75% to 70%.   

The proposal eliminates supplemental coverage.  Currently, an employee can enroll in 
standard coverage, which provides a benefit based on annual earnings up to $64,000. If their 
income exceeds $64,000, they can also enroll in supplemental coverage, which provides a 
benefit based on annual earnings up to $120,000.  The employee pays the cost of the 
additional supplemental coverage.  This proposal eliminates supplemental coverage and 
increases the maximum annual earnings associated with the basic benefit to $120,000, the 
current maximum income limit for supplemental coverage.  Eliminating supplemental coverage 
helps with administrative efficiency by contributing to the elimination of the annual enrollment 
process.  Currently, eligible employees can enroll in supplemental coverage annually.  
However, this means that employers (including local employers) must identify and reach out to 
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those employees eligible to enroll in supplemental coverage each year.  Eliminating 
supplemental coverage, along with decoupling sick leave from the state ICI program, will 
eliminate the need for annual enrollment periods.   

Analysis 
Milliman estimated the impact of a restructured ICI program on employer and employee 
premiums, the incurred claim liability, and enrollment (Attachment C).  Under this proposal 
individual premiums decline overall due to the new limitations on benefit duration and the 
reduction to a 70% benefit.  These decreases occur even though the maximum income level 
was increased to $120,000.  Employees will see the greatest premium impact due to increased 
enrollment and changes to the employer contribution structure.  Milliman estimates that the 
state ICI program enrollees could see potential decreases of $6.2 to $8.4 million in premium 
savings for a redesigned program with a 70% benefit and 18-month benefit duration.   

Employers are estimated to experience a slight decrease in overall premiums.  The 
significance of the decrease in employer premiums is mitigated by the substantial increase in 
enrollment that is expected under the redesigned program.  However, even under Milliman’s 
most conservative projection, overall employer contributions would decrease by $130,000.   

Redesigning the ICI program significantly impacts the estimated incurred claim liability for the 
state ICI plan.  The annual state ICI valuation, dated April 18, 2016 projected a liability of 
approximately $164 million by the end of 2024.  Under the proposed 70% benefit amount and 
18-month benefit duration, Milliman estimates that the incurred claim liability for the state ICI 
plan would fall in a range of $74 to $76 million.  The April 2016 state ICI valuation reported a 
December 31, 2015 liability of $82.4 million.   

Staff anticipates that this redesign of how premiums are determined under the state ICI 
program will substantially increase enrollment.  Under the current premium structure 
employees must accumulate sick leave before becoming eligible for an employer contribution.  
Under the proposed redesign, premiums and employer contributions are no longer dependent 
on sick leave accumulation.  Instead, employees choose from one of four EPs, with the 
employer paying the entire premium for the lowest cost EP of 180 days.  This shift is likely to 
provide enough incentive for any employee not participating in the ICI program to enroll in at 
least the 180 day EP because they can do so at no cost to them.  There are approximately 
34,000 people who are currently not enrolled in the state ICI program.  Milliman’s analysis 
assumes that all of these people will enroll in the redesigned program.  

It is this substantial growth in enrollment that mitigates the amount of anticipated savings that 
employers will experience.  Milliman estimates that under a 70% benefit level, employers will 
pay an additional $4.9 million for new enrollees.  Also, those employees who are currently in 
ICI Categories 1 and 2, and pay 100% of the premium, will also benefit from an employer 
match.  Employers will pay a premium contribution of $1.9 million for those employees.  These 
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increases, however, are completely offset by substantial decreases in the employer 
contribution for their employees in the remaining premium categories.   

It is important to note that while these structural changes will also occur to the local program 
(where applicable), the local program will remain a separate program.  This proposal will result 
in the two programs being virtually identical.  This is important on two aspects.  First, matching 
the programs up will greatly aid ease of administration, with only one set of rules to govern 
both plans.  This reduces confusion and error.  Secondly, BAS development of the ICI program 
becomes easier if both plans are administered identically.   

Next Steps 
Redesigning the ICI program will require changes to current law.  Specifically, §40.05 (5), 
40.61, and 40.62, Wis. Stats. will require amendments to decouple sick leave and associated 
references to deferred enrollment.  

A substantial communication effort will need to occur so that all ETF stakeholders including 
employers and employees are aware of the changes and impacts.  Additionally, a re-
enrollment effort will need to occur to shift current enrollees from their current rate category 
and into an EP of their choosing.  Most program materials will need to be updated. A third 
party administrator (TPA) will continue to administer the ICI benefits for ETF until such time as 
BAS is able to bring the program in house.   

Once approved, benefit changes would go into effect January 1, 2019 or 2020.  

Conclusion 
The ICI program is an important benefit for WRS employees. The proposed changes will allow 
employees to continue to utilize the benefit while simplifying and allowing for more choices. 
Employers and employees could see substantial premium savings and at the same time 
enrollment can be enhanced significantly.  These changes will reduce the actuarial liability of 
the state ICI program and allow ETF to eliminate the program deficit by 2022 or 2023. 

ETF currently offers multiple long-term disability programs for WRS employees. Closing the 
long-term component of the ICI program will help ETF eliminate duplicative long-term disability 
benefit programs and, along with other efforts, help achieve the goal of one short-term and one 
long-term disability program for all WRS employees.   
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November 11, 2015 

Ms. Deb Roemer 
Director of the Benefit Services Bureau  
Division of Retirement Services 
Wisconsin Department of Employee Trust Funds 
Madison, WI 53707 

RE:  Disability Experience and Plan Design Analysis 

Dear Deb, 

Thank you for asking Milliman to perform an analysis of potential issues with the disability 
programs sponsored by the State of Wisconsin Department of Employee Trust Funds (ETF). As the 
first phase of this work, we have performed experience studies to help identify specific issues with 
the current ICI program, which was in a deficit as of 12/31/2014 and is expected to remain in deficit 
unless significant premium increases and/or future plan design changes are made. This letter 
provides a detailed discussion of the study methods and results as well as our thoughts on potential 
issues and potential future plan design changes. We have organized this information in the 
following sections of this letter:  

1. Executive Summary
2. Analytical Methods
3. Restatement of Historical Experience for Different Benefit Designs
4. Interest Adjusted Loss Ratio Studies
5. Average Lag Before First Benefit Payment
6. Integration with LTDI Benefits or 40.63 Disability Retirement Benefits
7. Employee Participation Levels
8. Conclusions from Experience Studies
9. Additional Considerations

We have also included appendices providing further details of the ICI experience studies across 
many different segments of the insured population. 

Please review the information in this letter and let us know if you have any questions, comments, or 
concerns.  

121 Middle Street, Suite 401 

Portland, ME  04101-4156 

USA 

Tel +1 207 772 0046 

Fax +1 207 772 7512 

milliman.com 
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1. Executive Summary 

We have analyzed several different aspects of the State ICI program in order to identify potential 
plan design issues, and to identify specific areas where the experience has been unfavorable over 
the past few years. As part of this analysis, we studied the potential impact of reducing the ICI 
benefit from 75% of an employee’s pre-disability earnings to 70% or 65%. Based on this analysis, 
we believe ICI claim costs could be reduced by 10% or more if the benefit percent were reduced to 
70%, and that they could be reduced by 20% or more if the benefit percent were reduced to 65%. 
We also studied the potential impact of eliminating the $75 additional monthly benefit for disabled 
employees whose disability lasts longer than 12 months. This analysis suggests a savings of roughly 
3% if the additional benefit is eliminated. 
 
We performed loss ratio studies using historical premium and claim experience from 2010-2014. 
These studies relate the total cost of claims incurred in a given year (including both actual and 
estimated future benefit payments) to the premium contributions in that year, and are therefore 
useful in spotting premium adequacy issues. The study results show that experience varies widely 
by employer group and specific occupation. The most favorable experience (i.e. where incurred 
claims were less than premiums) was from the UW System and the Department of Natural 
Resources and the least favorable experience (i.e. where incurred claims exceeded premiums) was 
from the Department of Corrections, the Department of Health Services, Department of Veterans 
Affairs, and the Department of Workforce Development. Furthermore, the historical experience 
from teachers has been favorable whereas Protective Employees with Social Security and General 
Employees have had poor experience. The current rate structure does not capture this variation in 
experience by segment. 
 
The results from the experience studies also suggest potential issues with the State ICI plan’s 
elimination period requirements and premium rate structure, which are closely connected since 
premium contributions by employees vary by their number of accumulated sick leave days. For 
example, historical experience from ICI premium category 1 (i.e. employees with fewer than 23 
accumulated sick leave days and who pay for premiums in full) has been significantly worse than 
the experience from ICI premium category 6 (i.e. employees with over 130 days of accumulated 
sick leave and whose premiums are paid for in full by the State). 
 
We noticed that members with basic coverage only have had worse claim experience than members 
with supplemental coverage. This is interesting because adverse selection risk is often more 
prominent in disability buy-up plans which allow employees to purchase higher levels of coverage, 
but this does not seem to be the case with the ICI plan.  

We analyzed the correlation between ICI and LTDI/40.63 experience, and noticed that the segments 
with higher proportions of claimants receiving LTDI/40.63 benefits typically have more favorable 
experience, and vice versa. The current pricing of the plan does not take into consideration 
differences in cost between short-term and long-term disabilities; however, the analysis suggests 
that this could be an issue.  
 
Finally, we studied employee participation in the State ICI plan and noticed a decreasing trend in 
participation levels from 2010-2014. Although current overall participation is still relatively high at 
around 63%, if participation continues to drop it could have adverse effects on the plan since higher 
levels of participation provide a better spread of risk. 
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2. Analytical methods 

The analysis described in this letter was performed using claim data from 2010-2014 and member 
data from the insurance files from 2009-2013, which were provided to us by ETF. We used the 
historical claim data to estimate incurred claims from 2010 to 2014. Incurred claims represent the 
present value of expected total benefits for all disabilities that begin in a given year, with the present 
value expressed as of the year of disability. For claims that were both incurred and closed within the 
2010-2014 experience period, the incurred claims represent the present value of all of the benefit 
payments made on those claims. For claims that were incurred between 2010 and 2014 and were 
still open at the end of the experience period (i.e. as of 12/31/2014), the incurred claims include an 
estimated runoff of future benefit payments, as well as the present value of payments already made.  

We used the ICI premium tables and the insurance files provided to us by ETF to estimate historical 
ICI premium contributions. For every member listed on the insurance file, we looked up the gross 
contribution amount (i.e., the cost of basic insurance that provides benefits up to $4,000 per month) 
and supplemental contribution amount (i.e., the cost of supplemental insurance providing an 
additional $3,500 per month, if applicable) based on the member’s salary and ICI premium category 
listed on the file. For example, if a member is listed on the file with ICI premium category 20 (i.e., 
supplemental coverage with over 130 days of accumulated sick leave), we added together the gross 
and supplemental premium amounts corresponding to category 6 from the premium tables. The 
following is a mapping of the premium categories listed on the insurance files to the categories from 
the premium tables, which we used to calculate contributions from 2010- 2014: 

Table 1 
Mapping of Premium Categories from Insurance Files to ICI Premium Tables 

Insurance File 
Category 

Insurance File 
Category Description 

Premium Table 
Category 

0 State pays all: Over 130 days of sick leave 6 
1 Fewer than 23 days of sick leave 1 
2 23-65 days of sick leave 2 
3 Special category 3 
4 65-91 days of sick leave 4 
5 91-130 days of sick leave 5 
6 No coverage NA 
9 Reported on another record NA 

12 UW faculty - 30 Day EP 7 
13 UW faculty - 90 Day EP 8 
14 UW faculty - 125 Day EP 9 
15 UW faculty - 180 Day EP 10 
20 Supplemental: over 130 days of sick leave 6 
21 Supplemental: Less than 23 days of sick leave 1 
22 Supplemental: 23-65 days of sick leave 2 
23 Supplemental: Special Category 3 
24 Supplemental: 65-91 days of sick leave 4 
25 Supplemental: 91-130 days of sick leave 5 
32 Supplemental: UW faculty - 30 Day EP 7 
33 Supplemental: UW faculty - 90 Day EP 8 
34 Supplemental: UW faculty - 125 Day EP 9 
35 Supplemental: UW faculty - 180 Day EP 10 
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We used the insurance file from a given year to estimate premium contributions in the next year, 
which assumes that the insurance files provide a snapshot of active members at year end. For 
example, we used the 2010 insurance files to estimate 2011 contributions by looking up premium 
rates from the 2011 premium tables. Although this is a somewhat simplified approach for estimating 
historical contributions at the member level, since it doesn’t take into account employees who began 
or terminated employment in the middle of the year, we believe it is the best approach given the 
data that is available. For validation, we compared our estimated contributions to actual 
contributions from 2010-2014. Our estimates were within about 2-4% of actual contributions for 
this period. The following table shows a comparison of estimated contributions to actual 
contributions from 2010-2014. 

Table 2 
State ICI Plan 

Comparison of Estimated to Actual Premium Contributions 2010-2014 
Year ETF Financials Milliman Difference 
2010 $14,081,000  $13,536,006  3.9% 
2011 $13,688,000  $13,416,684  2.0% 
2012 $14,338,000  $13,755,201  4.1% 
2013 $14,985,000  $14,531,709  3.0% 
2014 $15,747,000  $15,294,299  2.9% 

 

3. Restatement of Historical Experience for Different Benefit Designs 

The ICI plan provides basic benefits up to 75% of a participant’s average monthly earnings, capped 
at $4,000 per month. Supplemental coverage is available to employees whose annual salary exceeds 
$64,000, and it provides an additional benefit up to $3,500 per month. The plan also provides an 
additional benefit of $75 per month to disabled employees whose disability lasts longer than 12 
months, to help these employees with medical fees. 

Both the 75% income replacement level and the $75 additional benefit are not common provisions 
of typical disability insurance plans. Most disability plans feature maximum income replacement 
levels of 60%, with more generous plans providing income replacement in the range of 65-70%. 
The 75% benefit level featured in the ICI plan is very high, particularly because the benefits are 
often non-taxable (when premiums are paid with post-tax contributions). The taxable portion of 
benefits is based on the proportion of premium paid by the employer. For example, when the 
employee pays 100% of premiums with after-tax contributions the benefits are 100% non-taxable. 
Please note that a non-taxable 75% benefit could easily exceed an employee’s actual after tax 
earnings, which could exacerbate risk and reduce return-to-work incentives. 

The $75 additional benefit payable to employees whose disability lasts longer than 12 months is 
also very unusual. This additional benefit, coupled with the already high income replacement level, 
could reduce return-to-work incentives. 

We have restated historical ICI experience by assuming different benefit designs, in order to assess 
the potential impact of making changes to the ICI plan provisions. We restated the experience by 
adjusting both the historical benefit payments and the estimated liability for claims that were open 
as of 12/31/2014. We considered the following different benefit designs and calculated the expected 
decrease in incurred claims corresponding to each: 
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1. Maximum income replacement of 70% of salary 
2. Maximum income replacement of 65% of salary 
3. No additional benefit of $75 for disabilities lasting longer than 12 months 

The following table shows the expected impact of reducing the State ICI benefit percent from the 
current 75% level to 70%. 

Table 3 
Actual and Restated Incurred Claims Experience from 2010 to 2014 

State ICI Plan 
Disability 

Year 
Incurred Claims Expected Impact of 

Plan Change Current Benefit 70% Benefit 
2010 $16,603,066 $14,752,238 11% 
2011 $18,887,693 $16,856,359 11% 
2012 $19,771,263 $17,615,081 11% 
2013 $21,531,252 $19,326,147 10% 
2014 $16,579,392 $15,133,623 9% 
Total $93,372,666 $83,683,448 10% 

 

Based on this analysis, we would expect incurred claims to decrease by approximately 10% if the 
benefit percent is reduced from 75% to 70%. (The reduction is greater than the percentage change in 
the gross benefit because the offsets are unaffected, meaning that the net benefit decreases by a 
larger percentage than the gross benefit). It is possible that incurred claims would decrease by more 
than 10% if the benefit percent is reduced to 70%, because our analysis does not take into 
consideration any differences in claimants’ behavior that may result from the different benefit 
levels. For example, to the extent that individuals are more motivated to return to work when their 
benefit is lower, this dynamic was not captured in the analysis. In other words, we restated the 
historical experience by adjusting the benefit amounts accordingly, but we did not assume different 
claim termination experience. 

The following table shows the expected impact of reducing the State ICI benefit percent from the 
current 75% level to 65%. 

Table 4 
Actual and Restated Incurred Claims Experience from 2010 to 2014 

State ICI Plan 
Disability 

Year 
Incurred Claims Expected Impact of 

Plan Change Current Benefit 65% Benefit 
2010 $16,603,066 $13,075,276 21% 
2011 $18,887,693 $15,021,692 20% 
2012 $19,771,263 $15,684,056 21% 
2013 $21,531,252 $17,249,854 20% 
2014 $16,579,392 $13,705,210 17% 
Total $93,372,666 $74,736,087 20% 

 

From these results, we would expect incurred claims to decrease by at least 20% if the benefit 
percent is reduced from 75% to 65%, and potentially more due to expected differences in claimants’ 
behavior and return-to-work patterns. 
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Finally, the following table shows the expected impact of eliminating the $75 additional monthly 
benefit payable for disabilities lasting longer than 12 months. 

Table 5 
Actual and Restated Incurred Claims Experience from 2010 to 2014 

State ICI Plan 
Disability 

Year 
Incurred Claims Expected Impact of 

Plan Change Current Benefit No $75 Benefit 
2010 $16,603,066 $16,085,841 3% 
2011 $18,887,693 $18,379,334 3% 
2012 $19,771,263 $19,219,860 3% 
2013 $21,531,252 $20,932,617 3% 
2014 $16,579,392 $15,947,675 4% 
Total $93,372,666 $90,565,327 3% 

 

Incurred claims are expected to decrease by approximately 3% if the $75 additional monthly benefit 
is removed from the plan. 

 

4. Interest Adjusted Loss Ratio Studies 

We have performed interest-adjusted loss ratio (IALR) studies using claim data from 2010-2014 
and member data from the insurance files from 2009-2013. The IALR’s were calculated by dividing 
the total amount of claims incurred in a given year by total premium contributions in that year. Any 
segments for which the IALR’s are greater than 100% have had poor claims experience (i.e. the 
incurred claims exceed the premium contributions). Please note, however, that a typical target IALR 
for a plan of this size often falls in the range of about 70-80% in order to allow for expenses and a 
risk margin.   

The key results from the IALR studies are summarized in the following tables. More detailed results 
have been provided in Appendix A of this letter. Please note that in each of the tables shown below, 
we have included total premium contributions between 2010-2014 in the final column in order to 
provide perspective on the size of each segment, and therefore the relative credibility of results for 
each segment.  As a rough guideline, we find that segments with 2010-2014 premium of $1 million 
or more have at least partial credibility, while smaller segments may show greater volatility. 

Table 6 shows the IALR’s for the State ICI plan from 2010-2014, both in total and by employer. 
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Table 6 
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Employer Group 
Employer Group 2010 2011 2012 2013 2014 2010-2014 Premium 

Dept. of Administration 76% 64% 66% 196% 69% 94%          986,687  
Dept. of Corrections 210% 312% 291% 276% 239% 265%     11,264,136  
Dept. of Health Services 200% 286% 274% 225% 192% 234%       5,850,627  
Dept. of Natural Resources 31% 27% 61% 9% 30% 31%       1,938,956  
Dept. of Revenue 82% 168% 14% 57% 130% 90%          848,499  
Dept. of Transportation 75% 61% 65% 94% 72% 74%       3,080,754  
Dept. of Veterans Affairs 363% 371% 797% 828% 699% 617%       1,095,397  
Dept. of Workforce Dev. 228% 359% 248% 174% 199% 237%       1,480,660  
UW System 60% 44% 48% 69% 45% 53%     30,339,792  
UW Hospital Authority 144% 124% 128% 138% 176% 144%       9,557,952  
Other 87% 124% 129% 127% 97% 112%       6,395,539  
NA NA NA NA NA NA NA                  -    
Total 118% 138% 138% 144% 125% 132%     72,839,000  

 

The overall IALR’s (shown in the row labeled “Total”) indicate that claim experience has been 
unfavorable relative to premium contributions from 2010-2014, and that the experience has 
generally deteriorated during the study period.  The slight improvement in 2014 is not yet fully 
credible since much of the claim cost in that year consists of the estimated liability for incurred but 
not reported claims. 

Based on the IALR’s shown above, the unfavorable experience on the State ICI plan appears to be 
driven by five employer groups: the Department of Corrections, the Department of Health Services, 
the Department of Veterans Affairs, the Department of Workforce Development and the University 
of Wisconsin Hospital Authority. Interestingly, the experience from the UW System, which makes 
up almost half of the entire plan, has been much more favorable than overall experience.  

We also looked at the experience among different occupations. Table 7 shows the IALR’s by 
occupation: 

Table 7 
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Occupation 
Occupation 2010 2011 2012 2013 2014 2010-2014 Premium 

General Employee 146% 171% 170% 174% 159% 164%          39,806,558  
Court Reporters 379% 430% 15% 5% 357% 241%               281,503  
Exec. Pay Plan 4% 0% 0% 8% 0% 3%               303,385  
Protective Occ. With S.S. 181% 269% 265% 268% 217% 240%            9,459,529  
Supreme Court Judges 0% 0% 0% 0% 0% 0%                   5,953  
Legislator/Officer 78% 0% 1584% 0% 38% 251%               104,796  
Court of Appeals Judges 0% 0% 0% 0% 0% 0%                 17,407  
Circuit Judges 0% 0% 0% 0% 0% 0%               362,473  
Teachers 38% 20% 26% 39% 24% 29%          22,410,341  
UW Exec. Teachers 0% 0% 0% 0% 0% 0%                 81,013  
Non-WRS Participant 0% 297% 326% 145% 28% 186%                   6,041  
NA NA NA NA NA NA NA                         -    
Total 118% 138% 138% 144% 125% 132%          72,839,000  
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The poor experience was driven by general employee occupations and protective occupations with 
Social Security. Teachers had favorable experience in every year, and many of the teachers that 
participate in ICI are employees of the University of Wisconsin system. Although court reporters, 
legislators and non-WRS participants also have total IALR’s greater than 100%, the experience in 
these segments is not very credible (based on relatively low premium contributions in the last 
column).  

Table 8 shows the IALR’s by premium category (corresponding to categories from the premium 
tables): 

Table 8 
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Premium Category 
Prem. Category 2010 2011 2012 2013 2014 2010-2014 Premium 

1 267% 396% 308% 336% 307% 322% 19,236,415  
2 107% 99% 88% 98% 85% 95%    6,378,683  
3 80% 82% 158% 133% 88% 108%     6,402,615  
4 88% 81% 200% 97% 179% 131%     4,112,943  
5 79% 66% 58% 110% 69% 77%     3,621,272  
6 17% 8% 22% 23% 22% 18%   11,170,003  
7 61% 10% 22% 53% 26% 34%     8,636,545  
8 36% 17% 47% 30% 15% 29%     6,940,385  
9 0% 0% 0% 5% 0% 1%     1,053,998  
10 4% 20% 3% 0% 5% 6%     5,286,140  
NA NA NA NA NA NA NA                    -    
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 

Categories 1-6 are for employees other than UW faculty, with category 1 corresponding to 
employees with the least accrued sick leave and who pay the full cost of insurance, and category 6 
corresponding to employees with the most accrued sick leave and who pay the lowest premiums. 
Categories 7-10 are for UW faculty and vary by elimination period (category 7 = 30 days, category 
8 = 90 days, category 9 = 125 days and category 10 = 180 days). The unfavorable experience was 
primarily from members in premium category 1, and to a much lesser degree from members in 
categories 3 and 4. It is interesting that category 2 had more favorable experience than categories 3 
and 4, disrupting the generally decreasing trends from categories 1 through 6. Categories 7-10 have 
had favorable experience and correspond to UW faculty. 

Table 9 shows the IALR’s by gender: 

Table 9 
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Gender 
Gender 2010 2011 2012 2013 2014 2010-2014 Premium 

Female 149% 175% 158% 172% 160% 163%   39,553,293  
Male 80% 92% 113% 104% 76% 93%   33,279,898  
NA 29351% NA 7945% 15890% 22579% 20317%            5,809  
Total 118% 138% 138% 144% 125% 132%   72,839,000  
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Females have had higher IALR’s than males in every year. This is not surprising since the 
contribution rates do not vary by gender, and because disability claim costs tend to be higher for 
females. The patterns in the table above are very typical of disability plans that charge the same 
premiums for males and females, which is the case for most group plans. 

Table 10 shows the IALR’s by sick leave used in the prior year:  

Table 10  
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Sick Leave Used in the Prior Year 
SL Used 2010 2011 2012 2013 2014 2010-2014 Premium 

0-24 hours 50% 26% 37% 49% 34% 39%   35,353,231  
25-49 hours 52% 60% 115% 115% 67% 82%     9,504,811  
50-74 hours 176% 178% 203% 167% 193% 183%     7,397,394  
75-99 hours 190% 214% 168% 227% 239% 208%     5,872,116  
100-124 hours 219% 340% 325% 356% 249% 296%     5,219,461  
125-149 hours 247% 425% 337% 327% 418% 347%     4,104,247  
150-174 hours 278% 345% 397% 416% 493% 379%     1,870,983  
175-199 hours 94% 487% 418% 354% 364% 335%     1,000,271  
200-224 hours 182% 388% 405% 498% 379% 367%        643,701  
225-249 hours 305% 255% 77% 594% 484% 328%        414,130  
250+ hours 204% 228% 528% 234% 241% 290%     1,457,591  
NA NA NA 16967% 107368% NA 94968%            1,065  
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 

Not surprisingly, the IALR’s generally increase with the number of sick leave hours used in the 
prior year. Members who used 50 or more hours in the prior year have had poor experience.  

Table 11 shows the IALR’s by coverage type: 

Table 11 
State ICI Plan 

Interest-Adjusted Loss Ratios by Year of Disability and Coverage Type 
Coverage Type 2010 2011 2012 2013 2014 2010-2014 Premium 

Basic only 134% 161% 146% 159% 136% 147%   56,431,370  
Supplemental 50% 50% 109% 84% 84% 77%   16,407,630  
NA NA NA NA NA NA NA                    -    
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 

It is interesting that members with basic coverage only have had worse claim experience than 
members with supplemental coverage. Oftentimes, adverse selection risk is more prominent in 
disability buy-up plans which allow employees to purchase higher levels of coverage. This does not 
appear to be the case with the supplemental State ICI plan, possibly because participation in the 
basic plan is also voluntary. In addition, group disability experience tends to be more favorable at 
higher salaries than at lower salaries, and this dynamic may outweigh the cost of adverse selection, 
resulting in more favorable experience for supplemental versus basic coverage. 
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5. Average Lag Before First Benefit Payment 

We have studied the average lag before the first benefit payment is made for State ICI claims 
incurred from 2010 to 2014. State ICI benefits begin only after an elimination period is satisfied. 
However, the elimination period varies by member and employer group. For non-UW faculty, the 
elimination period is equal to the greater of (1) sick leave up to a maximum of 130 working days 
and (2) 30 days. The elimination period is only 30 days if employees qualify for LTDI benefits (i.e. 
have a permanent and totally disabling condition) and elect to terminate employment. Employees 
who terminate their employment due to disability may convert their sick leave balances to help 
cover health insurance premiums. The decision about whether or not to terminate employment is an 
important and complicated one that employees have to make if they qualify for LTDI benefits. For 
UW faculty, the elimination period is equal to the greater of (1) sick leave up to a maximum of 130 
working days and (2) 30, 90, 125 or 180 days chosen by the employee. UW faculty also have the 
option to convert their sick leave to help pay health insurance premiums if they are permanently 
disabled or retired. 

The following table shows the average lag (in months) before the first ICI benefit payment was 
made for UW faculty and non-UW faculty for claims incurred between 1/1/2010 and 12/31/2014. 

 

Table 12 
Average Lag (in Months) Before First State ICI Benefit Payment 

UW Faculty vs. Non-UW Faculty 
Employer Group 2010 2011 2012 2013 2014 2010-2014 

UW Faculty           4.92            3.24            3.87            4.24            2.23            4.00  
Non-UW Faculty           2.82            2.52            2.72            2.70            1.17            2.45  

 

The average lag was greater for UW faculty versus non-UW faculty in every year and in total. The 
historical claims experience from UW faculty was also much better over the same period of time, 
suggesting a potential correlation between the elimination period provision and claims experience.  
(The 2014 experience is not yet meaningful due to the large number of incurred but not reported 
claims as of 12/31/2014). 

We noticed similar correlations when we compared average lags to IALR’s across employer groups, 
as shown in the following table. 
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Table 13 
Comparison of IALR’s and Average Lag Before First Payment 

By Employer Group 

Employer Group 2010-2014 
IALR 

2010-2014 
Average Lag 

Dept. of Veterans Affairs 617% 2.37 
Dept. of Corrections 265% 2.48 
Dept. of Workforce Dev. 237% 2.48 
Dept. of Health Services 234% 2.32 
UW Hospital Authority 144% 1.88 
Other 112% 2.60 
Dept. of Administration 94% 3.53 
Dept. of Revenue 90% 3.36 
Dept. of Transportation 74% 3.24 
UW System 53% 3.07 
Dept. of Natural Resources 31% 4.33 

 

Additional details of the lag analysis and results have been provided in Appendix D of this letter. 

 

6. Integration with LTDI or 40.63 Disability Retirement Benefits 

We have studied the experience among ICI claimants who have and have not been approved for 
LTDI or 40.63 disability retirement benefits. We identified ICI claimants who had been awarded 
LTDI or “Disability Pension” benefits in the claim databases, and then calculated the proportion of 
ICI claimants who received LTDI or 40.63 benefits for each of the different segments, such as 
employer group, occupation, gender, etc.  We compared these results to the IALR study results to 
see if there is some connection between claims experience and LTDI/40.63 approval rates, and we 
noticed that the segments with favorable experience often have higher proportions of LTDI/40.63. 
For example, the following table compares the 2010-2014 IALR’s to the proportion of ICI 
claimants who received LTDI or 40.63 benefits across different employer groups. 

Table 14 
Comparison of IALR’s and Proportion of State ICI Claims with LTDI/40.63 

By Employer Group 

Employer Group 2010-2014 
IALR 

% ICI Claims with 
LTDI/40.63 

Dept. of Veterans Affairs 617% 9% 
Dept. of Corrections 265% 15% 
Dept. of Workforce Dev. 237% 16% 
Dept. of Health Services 234% 18% 
UW Hospital Authority 144% 9% 
Other 112% 19% 
Dept. of Administration 94% 25% 
Dept. of Revenue 90% 41% 
Dept. of Transportation 74% 32% 
UW System 53% 22% 
Dept. of Natural Resources 31% 33% 
Total 132% 16% 

 



12 
 

From the last row in Table 14 above, the overall proportion of ICI claimants with LTDI/40.63 
benefits was 16%. This value may be a little understated, however, since it includes experience 
from claims incurred in 2013 and 2014 whose LTDI/40.63 experience may not have been fully 
developed by the 12/31/2014 valuation date (since many claimants are awarded LTDI/40.63 
benefits later than ICI benefits). To put this into perspective, for ICI claims incurred in 2010 the 
proportion with LTDI/40.63 benefits as of 12/31/2014 was 22%; for claims incurred in 2011 the 
proportion was 21%; for claims incurred in 2012 the proportion was 19%; for claims incurred in 
2013 the proportion was 13%; and for claims incurred in 2014 the proportion was only 2% (see 
Appendix C for additional details of the LTDI/40.63 analysis). Based on this historical pattern, we 
would estimate the percentage of ICI claimants who receive LTDI/40.63 benefits to be 
approximately 20%. 

The results from Table 14 (and tables 15 to 17 below) suggest that ICI claims experience is 
correlated with the proportion of ICI claimants who qualify for LTDI/40.63 benefits. Segments with 
lower proportions of LTDI/40.63 typically have worse claims experience. One reason for this is that 
LTDI/40.63 benefits reduce the ICI benefit amount dollar for dollar, so the incurred claims amounts 
would naturally be lower. This is especially true because the ICI valuation assumptions do not 
currently include an estimated LTDI/40.63 offset assumption for ICI claimants who have not 
received LTDI/40.63 benefits as of the valuation date.  

Another reason why segments with lower proportions of LTDI/40.63 typically have worse 
experience may be attributable to claim characteristics. Claimants with LTDI or 40.63 benefits by 
definition are severely disabled, meaning that their disabilities are expected to last for long periods 
of time and that they are expected to receive Social Security Disability Income benefits. On the 
other hand, ICI claimants who do not have LTDI or 40.63 benefits may possess very different 
characteristics, such as short-term disabilities which occur relatively frequently but do not last 
longer than 12 months or so.  In other words, the variation in ICI claim experience by segment is 
likely driven less by the type of severe disability that qualifies for LTDI or 40.63 benefits, and more 
by shorter-term or less severe disabilities. 

Tables 15 – 17 show other segments where we noticed that higher proportions of LTDI/40.63 
corresponds to more favorable claims experience, and vice versa.  

Table 15 
Comparison of IALR’s and Proportion of State ICI Claims with LTDI/40.63 

By Gender 

Gender 2010-2014 
IALR 

% ICI Claims with 
LTDI/40.63 

Female 163% 15% 
Male 93% 21% 

 

Table 16 
Comparison of IALR’s and Proportion of State ICI Claims with LTDI/40.63 

By Coverage Type 
Coverage  

Type 
2010-2014 

IALR 
% ICI Claims with 

LTDI/40.63 
Basic Only 147% 16% 
Supplemental 77% 27% 
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Table 17 
Comparison of IALR’s and Proportion of State ICI Claims with LTDI/40.63 

By Sick Leave Balance 
Sick Leave 

Balance 
2010-2014 

IALR 
% ICI Claims with 

LTDI/40.63 
0-99 hours 400% 15% 
100-199 hours 150% 8% 
200-299 hours 82% 15% 
300-399 hours 69% 23% 
400-499 hours 48% 28% 
500-599 hours 67% 60% 
600-699 hours 39% 54% 
700-799 hours 44% 36% 
800-899 hours 43% 63% 
900-999 hours 15% 83% 
1,000+ hours 8% 61% 

 

7. Employee Participation Levels 

We computed the percentage of employees who participated in the State ICI plan from 2010-2014. 
Details of this analysis have been provided in Appendix B of this letter. Participation levels have 
generally decreased from 2010 to 2014, from 70% in 2010 to 63% in 2014. We noticed that 
participation levels have remained relatively stable at the UW Hospital Authority, where the 
participation rate in 2010 was 71% and in 2014 it was 72%. We also noticed that employees with 
the least amount of accrued sick leave have the lowest levels of participation in the plan. One reason 
may be that these employees have to contribute to their premium payments, whereas employees 
who have accumulated a large sick leave bank do not. The table below shows participation levels by 
accumulated sick leave. 

Table 18 
State ICI Historical Participation From 2010 – 2014 

By Sick Leave Balance 
SL Balance 2010 2011 2012 2013 2014 2010-2014 

0-99 hours 35% 33% 31% 31% 29% 32% 
100-199 hours 72% 70% 56% 54% 54% 61% 
200-299 hours 77% 77% 75% 71% 71% 74% 
300-399 hours 81% 80% 79% 76% 77% 79% 
400-499 hours 84% 82% 80% 80% 79% 81% 
500-599 hours 85% 85% 83% 82% 83% 84% 
600-699 hours 88% 88% 86% 85% 85% 86% 
700-799 hours 88% 88% 88% 85% 87% 87% 
800-899 hours 89% 90% 88% 88% 88% 89% 
900-999 hours 91% 90% 89% 88% 89% 89% 
1,000+ hours 96% 96% 95% 94% 95% 95% 
NA NA NA 27% NA 100% 30% 
Total 70% 68% 65% 63% 63% 66% 
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Finally, we have observed that participation in the program varies significantly by employees’ 
attained age. The following table shows participation percentages by attained age from 2010-2014.  

Table 19 
State ICI Historical Participation From 2010 – 2014 

By Employee Attained Age 
Attained Age 2010 2011 2012 2013 2014 2010-2014 

Under 25 24% 20% 15% 16% 26% 20% 
25-29 34% 32% 27% 27% 25% 29% 
30-34 50% 49% 45% 43% 39% 45% 
35-39 68% 66% 62% 60% 56% 62% 
40-44 77% 75% 73% 71% 69% 73% 
45-49 82% 81% 78% 77% 76% 79% 
50-54 86% 85% 83% 83% 81% 84% 
55-59 88% 87% 85% 84% 83% 85% 
60-64 85% 85% 83% 82% 80% 83% 
65+ 61% 60% 60% 61% 61% 61% 
Total 70% 68% 65% 63% 63% 66% 

 

From above, participation levels generally increase with attained age. This could be driven by 
younger employees having different perceptions of the need for disability insurance versus older 
employees who may find the insurance more valuable. It could also be because younger employees 
in general have accrued less sick leave time than older employees, and are therefore required to 
contribute more to ICI premiums (since the premium categories are based on accumulated sick 
leave time), which could deter some younger employees from participating in the program. Please 
note that participation in disability plans tends to decrease the more that employees are required to 
contribute to the funding of the plan, which can exacerbate the adverse selection risk.  

 

8. Conclusions from Experience Studies 

The key findings of our work on this project are summarized below: 

 State ICI claim experience varies widely by employer group and specific occupation, with 
the most favorable experience on the UW System and the Department of Natural Resources 
and the least favorable experience on the Department of Corrections, the Department of 
Health Services, Department of Veterans Affairs, and the Department of Workforce 
Development. The experience from teachers has been favorable whereas Protective 
Employees with Social Security and General Employees have had poor experience. The 
current rate structure does not capture this variation in experience by segment. 
 

 The plan provides benefits up to 75% of a participant’s average monthly earnings. This is a 
very high income replacement level which may exacerbate adverse selection risk and reduce 
return to work incentives.  Based on the analysis in which we restated historical experience 
by capping benefits at 65% and 70%, we would expect a significant reduction in claim costs 
if the benefits were reduced from 75%. 
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 The plan also provides an additional benefit of $75 per month to disabled employees whose 
disability lasts longer than 12 months. This additional benefit adds material costs. If this 
benefit were eliminated, we would expect claim costs to be reduced by approximately 3%. 
 

 When we analyzed the correlation between ICI and LTDI/40.63 experience, we noticed that 
the claim segments with higher proportions of LTDI/40.63 typically have more favorable 
experience, and vice versa. This suggests potential issues arising from differences between 
short-term and longer-term claims, both of which are covered under the ICI plan. One issue 
with the pricing for the plan could be that it may not capture the full cost of short term 
disabilities. 
 

 Participation levels have generally decreased from 2010 to 2014, from 70% in 2010 to 63% 
in 2014. If this trend continues it could have adverse effects on the plan, since greater levels 
of participation provide a better spread of risk.  
 

 Members with basic coverage only have had worse claim experience than members with 
supplemental coverage. This is interesting because adverse selection risk is often more 
prominent in disability buy-up plans which allow employees to purchase higher levels of 
coverage, but this does not seem to be the case with the ICI plan.  

 

9. Additional Considerations 

ETF may wish to consider the following items when thinking about potential future plan design 
changes. We look forward to discussing these with you, as well as the other changes to the LTDI 
and ICI programs that ETF and Milliman are investigating. 

 Reducing the benefit percent to 60% or 65% of pre-disability earnings may help to reduce 
claim costs. The vast majority of disability plans provide benefits up to 60% of earnings.  
 

 Eliminating the additional $75 monthly benefit may also help to reduce costs. This type of 
additional benefit is not a common feature of most disability plans. 
 

 Restructuring the elimination period requirements may help to manage the plan and stabilize 
the experience. We should discuss sick leave dynamics and elimination period requirements 
more thoroughly when we get into the next stage of potential plan design changes. 
 

 It might make sense to restructure the premiums to better align with experience, for example 
by developing different rates for UW faculty who represent a sizable portion of the plan and 
have very different experience than non-UW faculty. 

 

General 
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This letter has been developed for the internal use of The Wisconsin Department of Employee Trust 
Funds (ETF) and may not be distributed to other parties without the written consent of Milliman.  In 
preparing this information, we have relied on data provided to us by ETF, including historical claim 
data, plan documents, insurance files and other information.  To the extent this information is 
inaccurate or incomplete, the results of our work may be materially affected. I, Paul Correia, am a 
consulting actuary with Milliman and a member of the American Academy of Actuaries.  I meet the 
qualification standards of the Academy to render the actuarial opinion contained herein. 

Please let me now if you have any questions on the information in this letter. We look forward to 
discussing these results with you soon. Thank you.           

 

       Sincerely, 

      

       Paul Correia, FSA, MAAA 
       Consulting Actuary 
 
 
cc: Jim Guidry, Ann Suchomel, Gina Fischer, Matt Nelson (ETF) 

Dan Skwire (Milliman) 
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Appendix A – Interest Adjusted Loss Ratios 
 

 Interest-adjusted loss ratios by year of disability and employer group 
 

State ICI Historical Experience From 2010 - 2014 

Employer Group 2010 2011 2012 2013 2014 2010-2014 Premium 
Dept. of Administration 76% 64% 66% 196% 69% 94%          986,687  
Dept. of Corrections 210% 312% 291% 276% 239% 265%     11,264,136  
Dept. of Health Services 200% 286% 274% 225% 192% 234%       5,850,627  
Dept. of Natural Resources 31% 27% 61% 9% 30% 31%       1,938,956  
Dept. of Revenue 82% 168% 14% 57% 130% 90%          848,499  
Dept. of Transportation 75% 61% 65% 94% 72% 74%       3,080,754  
Dept. of Veterans Affairs 363% 371% 797% 828% 699% 617%       1,095,397  
Dept. of Workforce Dev. 228% 359% 248% 174% 199% 237%       1,480,660  
UW System 60% 44% 48% 69% 45% 53%     30,339,792  
UW Hospital Authority 144% 124% 128% 138% 176% 144%       9,557,952  
Other 87% 124% 129% 127% 97% 112%       6,395,539  
NA NA NA NA NA NA NA                  -    
Total 118% 138% 138% 144% 125% 132%     72,839,000  

 
 

 Interest-adjusted loss ratios by year of disability and occupation 
 

State ICI Historical Experience From 2010 - 2014 

Occupation 2010 2011 2012 2013 2014 2010-2014 Premium 
General Employee 146% 171% 170% 174% 159% 164%     39,806,558  
Court Reporters 379% 430% 15% 5% 357% 241%          281,503  
Exec. Pay Plan 4% 0% 0% 8% 0% 3%          303,385  
Protective Occ. With S.S. 181% 269% 265% 268% 217% 240%       9,459,529  
Supreme Court Judges 0% 0% 0% 0% 0% 0%              5,953  
Legislator/Officer 78% 0% 1584% 0% 38% 251%          104,796  
Court of Appeals Judges 0% 0% 0% 0% 0% 0%            17,407  
Circuit Judges 0% 0% 0% 0% 0% 0%          362,473  
Teachers 38% 20% 26% 39% 24% 29%     22,410,341  
UW Exec. Teachers 0% 0% 0% 0% 0% 0%            81,013  
Non-WRS Participant 0% 297% 326% 145% 28% 186%              6,041  
NA NA NA NA NA NA NA                    -    
Total 118% 138% 138% 144% 125% 132%     72,839,000  

 
 

 Interest-adjusted loss ratios by year of disability and coverage type 

State ICI Historical Experience From 2010 - 2014 

Cov. Type 2010 2011 2012 2013 2014 2010-2014 Premium 
Basic only 134% 161% 146% 159% 136% 147%   56,431,370  
Supplemental 50% 50% 109% 84% 84% 77%   16,407,630  
NA NA NA NA NA NA NA                    -    
Total 118% 138% 138% 144% 125% 132%   72,839,000  
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 Interest-adjusted loss ratios by year of disability and premium category 

 
State ICI Historical Experience From 2010 - 2014 

Prem. Category 2010 2011 2012 2013 2014 2010-2014 Premium 
1 267% 396% 308% 336% 307% 322% 19,236,415  
2 107% 99% 88% 98% 85% 95%    6,378,683  
3 80% 82% 158% 133% 88% 108%     6,402,615  
4 88% 81% 200% 97% 179% 131%     4,112,943  
5 79% 66% 58% 110% 69% 77%     3,621,272  
6 17% 8% 22% 23% 22% 18%   11,170,003  
7 61% 10% 22% 53% 26% 34%     8,636,545  
8 36% 17% 47% 30% 15% 29%     6,940,385  
9 0% 0% 0% 5% 0% 1%     1,053,998  
10 4% 20% 3% 0% 5% 6%     5,286,140  
NA NA NA NA NA NA NA                    -    
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 
 

 Interest-adjusted loss ratios by year of disability and gender 

State ICI Historical Experience From 2010 - 2014 

Gender 2010 2011 2012 2013 2014 2010-2014 Premium 
Female 149% 175% 158% 172% 160% 163%   39,553,293  
Male 80% 92% 113% 104% 76% 93%   33,279,898  
NA 29351% NA 7945% 15890% 22579% 20317%            5,809  
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 
 

 Interest-adjusted loss ratios by year of disability and sick leave balance 

State ICI Historical Experience From 2010 - 2014 

SL Balance 2010 2011 2012 2013 2014 2010-2014 Premium 
0-99 hours 349% 453% 380% 438% 383% 400%   15,999,726  
100-199 hours 119% 154% 205% 145% 133% 150%     9,328,907  
200-299 hours 71% 62% 104% 79% 95% 82%     6,066,266  
300-399 hours 121% 33% 57% 97% 42% 69%     4,984,979  
400-499 hours 21% 23% 60% 57% 68% 48%     4,201,302  
500-599 hours 41% 85% 140% 21% 49% 67%     3,249,637  
600-699 hours 30% 19% 43% 25% 71% 39%     2,720,145  
700-799 hours 13% 13% 27% 133% 26% 44%     2,315,140  
800-899 hours 22% 70% 44% 39% 42% 43%     2,109,973  
900-999 hours 28% 8% 17% 18% 4% 15%     1,937,853  
1,000+ hours 10% 5% 7% 9% 7% 8%   19,923,916  
NA NA NA 16967% NA 62687% 92522%           1,156  
Total 118% 138% 138% 144% 125% 132%   72,839,000  
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 Interest-adjusted loss ratios by year of disability and sick leave used in the prior year 

State ICI Historical Experience From 2010 - 2014 

SL Used 2010 2011 2012 2013 2014 2010-2014 Premium 
0-24 hours 50% 26% 37% 49% 34% 39%   35,353,231  
25-49 hours 52% 60% 115% 115% 67% 82%     9,504,811  
50-74 hours 176% 178% 203% 167% 193% 183%     7,397,394  
75-99 hours 190% 214% 168% 227% 239% 208%     5,872,116  
100-124 hours 219% 340% 325% 356% 249% 296%     5,219,461  
125-149 hours 247% 425% 337% 327% 418% 347%     4,104,247  
150-174 hours 278% 345% 397% 416% 493% 379%     1,870,983  
175-199 hours 94% 487% 418% 354% 364% 335%     1,000,271  
200-224 hours 182% 388% 405% 498% 379% 367%        643,701  
225-249 hours 305% 255% 77% 594% 484% 328%        414,130  
250+ hours 204% 228% 528% 234% 241% 290%     1,457,591  
NA NA NA 16967% 107368% NA 94968%            1,065  
Total 118% 138% 138% 144% 125% 132%   72,839,000  

 
 

 Interest-adjusted loss ratios by year of disability and years of service 

State ICI Historical Experience From 2010 - 2014 

Years of service 2010 2011 2012 2013 2014 2010-2014 Premium 
Less than 1 263% 185% 127% 337% 180% 219%        2,598,099  
1 125% 255% 138% 108% 174% 146%        3,661,172  
2 168% 282% 302% 130% 106% 190%        3,893,268  
3 159% 272% 141% 163% 111% 161%        4,067,300  
4 216% 195% 153% 124% 64% 141%        3,672,357  
5 260% 259% 140% 98% 137% 157%        3,572,740  
6-10 147% 176% 134% 129% 118% 138%      13,643,155  
11-15 206% 170% 131% 170% 134% 157%      11,403,866  
16-20 69% 148% 133% 176% 157% 137%        7,462,946  
21-25 72% 143% 92% 116% 103% 105%        6,097,557  
26-30 81% 60% 104% 30% 91% 73%        3,397,410  
31+ 33% 48% 86% 88% 97% 69%        2,827,028  
NA 44% 22% 485% 1286% 1090% 45%        6,542,101  
Total 118% 138% 138% 144% 125% 132%      72,839,000  
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 Interest-adjusted loss ratios by year of disability and attained age 

State ICI Historical Experience From 2010 - 2014 

Attained Age 2010 2011 2012 2013 2014 2010-2014 Premium 
Under 25 89% 104% 291% 123% 148% 146%           765,992  
25-29 108% 152% 82% 120% 103% 113%        3,985,717  
30-34 154% 139% 136% 89% 101% 123%        6,552,720  
35-39 166% 205% 129% 152% 120% 153%        8,001,437  
40-44 126% 128% 128% 154% 87% 125%        9,818,374  
45-49 96% 138% 170% 194% 155% 151%      10,790,242  
50-54 111% 147% 116% 178% 145% 140%      12,375,230  
55-59 99% 118% 177% 118% 163% 136%      11,504,085  
60-64 114% 98% 131% 98% 104% 109%        7,035,379  
65+ 35% 31% 19% 33% 18% 26%        2,009,825  
Total 118% 138% 138% 144% 125% 132%      72,839,000  

 

 Interest-adjusted loss ratios by year of disability and attained age - Males 

State ICI Historical Experience From 2010 - 2014 

Attained Age 2010 2011 2012 2013 2014 2010-2014 Premium 
Under 25 47% 74% 94% 340% 142% 128%           256,662  
25-29 50% 38% 75% 68% 56% 57%        1,451,922  
30-34 111% 88% 68% 87% 69% 84%        2,563,188  
35-39 75% 151% 101% 106% 57% 97%        3,404,004  
40-44 42% 90% 116% 132% 45% 86%        4,617,940  
45-49 58% 95% 131% 132% 87% 101%        5,035,942  
50-54 72% 98% 116% 129% 121% 108%        5,618,837  
55-59 128% 75% 134% 69% 84% 98%        5,418,938  
60-64 119% 95% 143% 75% 75% 99%        3,689,081  
65+ 21% 13% 21% 31% 17% 21%        1,223,385  
Total 80% 92% 113% 104% 76% 93%      33,279,898  

 

 Interest-adjusted loss ratios by year of disability and attained age - Females 

State ICI Historical Experience From 2010 - 2014 

Attained Age 2010 2011 2012 2013 2014 2010-2014 Premium 
Under 25 111% 122% 403% 33% 150% 155%           509,330  
25-29 143% 220% 86% 150% 128% 145%        2,532,646  
30-34 183% 173% 180% 90% 120% 148%        3,988,494  
35-39 240% 248% 150% 183% 162% 194%        4,596,619  
40-44 204% 163% 140% 172% 122% 159%        5,200,435  
45-49 128% 176% 205% 249% 205% 193%        5,753,452  
50-54 144% 188% 115% 218% 164% 166%        6,755,649  
55-59 73% 157% 217% 159% 229% 169%        6,083,931  
60-64 109% 101% 118% 123% 135% 118%        3,346,298  
65+ 59% 61% 17% 37% 18% 34%           786,440  
Total 149% 175% 158% 172% 160% 163%      39,553,293  
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Appendix B – Employee Participation in the State ICI Program 
 

 Employee participation levels by calendar year and employer group 
 

State ICI Historical Participation From 2010 - 2014 

Employer Group 2010 2011 2012 2013 2014 2010-2014 
Dept. of Administration 83% 82% 79% 78% 71% 79% 
Dept. of Corrections 85% 85% 83% 82% 79% 83% 
Dept. of Health Services 86% 85% 79% 78% 76% 81% 
Dept. of Natural Resources 65% 64% 63% 63% 57% 62% 
Dept. of Revenue 78% 78% 73% 70% 59% 72% 
Dept. of Transportation 89% 88% 81% 81% 78% 83% 
Dept. of Veterans Affairs 87% 89% 88% 81% 74% 84% 
Dept. of Workforce Dev. 75% 72% 72% 71% 68% 72% 
UW System 60% 58% 54% 52% 54% 56% 
UW Hospital Authority 71% 71% 69% 72% 72% 71% 
Other 74% 71% 68% 64% 59% 67% 
Total 70% 68% 65% 63% 63% 66% 

 
 

 Employee participation levels by calendar year and occupation 
 

State ICI Historical Participation From 2010 - 2014 

Occupation 2010 2011 2012 2013 2014 2010-2014 
General Employee 79% 77% 74% 73% 73% 75% 
Court Reporters 74% 78% 77% 59% 79% 74% 
Exec. Pay Plan 80% 73% 74% 78% 76% 76% 
Protective Occ. With S.S. 86% 86% 84% 83% 80% 84% 
Supreme Court Judges 57% 57% 57% 29% 43% 49% 
Legislator/Officer 75% 69% 68% 53% 53% 59% 
Court of Appeals Judges 73% 88% 75% 40% 75% 71% 
Circuit Judges 83% 84% 80% 57% 79% 77% 
Teachers 74% 72% 69% 67% 69% 70% 
UW Exec. Teachers 92% 84% 79% 82% 79% 83% 
Non-WRS Participant 0% 0% 0% 0% 0% 0% 
Total 70% 68% 65% 63% 63% 66% 

 
 

 Employee participation levels by calendar year and coverage type 

State ICI Historical Participation From 2010 - 2014 

Coverage Type 2010 2011 2012 2013 2014 2010-2014 
Basic only 67% 65% 61% 60% 59% 62% 
Supplemental 100% 100% 100% 100% 100% 100% 
Total 70% 68% 65% 63% 63% 66% 
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 Employee participation levels by calendar year and gender 

State ICI Historical Participation From 2010 - 2014 

Gender 2010 2011 2012 2013 2014 2010-2014 
Female 70% 69% 65% 65% 64% 67% 
Male 69% 68% 64% 62% 61% 65% 
NA 2% 0% 5% 8% 5% 5% 
Total 70% 68% 65% 63% 63% 66% 

 
 

 Employee participation levels by calendar year and sick leave balance 

State ICI Historical Participation From 2010 - 2014 

SL Balance 2010 2011 2012 2013 2014 2010-2014 
0-99 hours 35% 33% 31% 31% 29% 32% 
100-199 hours 72% 70% 56% 54% 54% 61% 
200-299 hours 77% 77% 75% 71% 71% 74% 
300-399 hours 81% 80% 79% 76% 77% 79% 
400-499 hours 84% 82% 80% 80% 79% 81% 
500-599 hours 85% 85% 83% 82% 83% 84% 
600-699 hours 88% 88% 86% 85% 85% 86% 
700-799 hours 88% 88% 88% 85% 87% 87% 
800-899 hours 89% 90% 88% 88% 88% 89% 
900-999 hours 91% 90% 89% 88% 89% 89% 
1,000+ hours 96% 96% 95% 94% 95% 95% 
NA NA NA 27% NA 100% 30% 
Total 70% 68% 65% 63% 63% 66% 

 
 

 Employee participation levels by calendar year and sick leave used in the prior year 

State ICI Historical Participation From 2010 - 2014 

SL Used 2010 2011 2012 2013 2014 2010-2014 
0-24 hours 59% 58% 54% 53% 53% 55% 
25-49 hours 86% 85% 83% 80% 80% 83% 
50-74 hours 85% 85% 83% 80% 80% 83% 
75-99 hours 83% 81% 80% 79% 77% 80% 
100-124 hours 83% 81% 80% 77% 79% 80% 
125-149 hours 81% 82% 80% 78% 76% 80% 
150-174 hours 83% 83% 81% 80% 81% 82% 
175-199 hours 85% 84% 84% 83% 82% 84% 
200-224 hours 86% 86% 81% 85% 81% 84% 
225-249 hours 86% 87% 86% 80% 81% 84% 
250+ hours 89% 89% 89% 88% 89% 89% 
NA NA NA 27% 50% NA 29% 
Total 70% 68% 65% 63% 63% 66% 
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 Employee participation levels by calendar year and years of service 

State ICI Historical Participation From 2010 - 2014 

Years of Service 2010 2011 2012 2013 2014 2010-2014 
Less than 1 30% 25% 16% 18% 24% 20% 
1 58% 55% 37% 32% 48% 41% 
2 66% 65% 48% 43% 22% 42% 
3 73% 71% 62% 52% 38% 55% 
4 73% 75% 69% 65% 49% 65% 
5 77% 76% 74% 72% 64% 71% 
6-10 82% 82% 80% 79% 76% 79% 
11-15 89% 88% 87% 86% 85% 87% 
16-20 94% 94% 93% 91% 90% 93% 
21-25 94% 94% 94% 94% 94% 94% 
26-30 94% 94% 94% 93% 93% 94% 
31+ 91% 91% 87% 86% 80% 87% 
NA 46% 45% 21% 18% 21% 45% 
Total 70% 68% 65% 63% 63% 66% 

 
 Employee participation levels by calendar year and attained age 

 

State ICI Historical Experience From 2010 - 2014 

Attained Age 2010 2011 2012 2013 2014 2010-2014 
Under 25 24% 20% 15% 16% 26% 20% 
25-29 34% 32% 27% 27% 25% 29% 
30-34 50% 49% 45% 43% 39% 45% 
35-39 68% 66% 62% 60% 56% 62% 
40-44 77% 75% 73% 71% 69% 73% 
45-49 82% 81% 78% 77% 76% 79% 
50-54 86% 85% 83% 83% 81% 84% 
55-59 88% 87% 85% 84% 83% 85% 
60-64 85% 85% 83% 82% 80% 83% 
65+ 61% 60% 60% 61% 61% 61% 
Total 70% 68% 65% 63% 63% 66% 
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Appendix C – Percentage of State ICI Claimants Receiving LTDI or 40.63 Benefits 
 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and employer group 
 

State ICI Claims Integrated with LTDI or 40.63 

Employer Group 2010 2011 2012 2013 2014 2010-2014 
Dept. of Administration 56% 13% 36% 21% 0% 25% 
Dept. of Corrections 20% 20% 18% 11% 1% 15% 
Dept. of Health Services 25% 23% 23% 15% 1% 18% 
Dept. of Natural Resources 77% 0% 17% 0% 14% 33% 
Dept. of Revenue 38% 56% 33% 40% 14% 41% 
Dept. of Transportation 48% 35% 30% 29% 6% 32% 
Dept. of Veterans Affairs 9% 10% 14% 12% 1% 9% 
Dept. of Workforce Dev. 21% 26% 16% 8% 7% 16% 
UW System 27% 30% 26% 14% 7% 22% 
UW Hospital Authority 12% 13% 11% 8% 0% 9% 
Other 26% 22% 25% 16% 3% 19% 
Total 22% 21% 19% 13% 2% 16% 

 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and occupation 
 

State ICI Claims Integrated with LTDI or 40.63 

Occupation 2010 2011 2012 2013 2014 2010-2014 
General Employee 22% 22% 20% 13% 2% 17% 
Court Reporters 60% 20% 0% 0% 14% 25% 
Exec. Pay Plan 100% NA NA 0% NA 50% 
Protective Occ. With S.S. 21% 19% 16% 11% 1% 14% 
Legislator/Officer 0% NA 100% NA NA 67% 
Teachers 37% 21% 22% 16% 4% 21% 
Total 22% 21% 19% 13% 2% 16% 

 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and coverage type 

State ICI Claims Integrated with LTDI or 40.63  

Coverage Type 2010 2011 2012 2013 2014 2010-2014 
Basic only 22% 21% 18% 12% 2% 16% 
Supplemental 27% 31% 38% 28% 3% 27% 
Total 22% 21% 19% 13% 2% 16% 
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 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and premium category 

 
State ICI Claims Integrated with LTDI or 40.63 

Prem. Category 2010 2011 2012 2013 2014 2010-2014 
1 18% 20% 17% 12% 1% 14% 
2 24% 22% 15% 12% 3% 16% 
3 18% 12% 12% 12% 1% 11% 
4 40% 45% 43% 18% 13% 33% 
5 60% 44% 63% 47% 11% 49% 
6 73% 70% 39% 27% 31% 48% 
7 43% 14% 17% 10% 0% 21% 
8 38% 56% 9% 50% 40% 38% 
9 NA NA NA 0% NA 0% 
10 40% 100% 100% 0% 0% 46% 
NA 11% 10% 10% 5% 1% 7% 
Total 22% 21% 19% 13% 2% 16% 

 
 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and gender 

State ICI Claims Integrated with LTDI or 40.63 

Gender 2010 2011 2012 2013 2014 2010-2014 
Female 20% 19% 17% 12% 1% 15% 
Male 28% 26% 24% 15% 6% 21% 
Total 22% 21% 19% 13% 2% 16% 

 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and sick leave balance 

State ICI Claims Integrated with LTDI or 40.63 

SL Balance 2010 2011 2012 2013 2014 2010-2014 
0-99 hours 21% 20% 17% 12% 1% 15% 
100-199 hours 9% 13% 9% 9% 2% 8% 
200-299 hours 25% 15% 20% 6% 4% 15% 
300-399 hours 29% 21% 40% 10% 8% 23% 
400-499 hours 38% 33% 32% 25% 7% 28% 
500-599 hours 81% 76% 58% 25% 13% 60% 
600-699 hours 71% 60% 60% 50% 20% 54% 
700-799 hours 40% 20% 62% 31% 0% 36% 
800-899 hours 57% 72% 33% 71% 50% 63% 
900-999 hours 100% 75% 83% 83% 0% 83% 
1,000+ hours 71% 79% 58% 50% 36% 61% 
Total 22% 21% 19% 13% 2% 16% 
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 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and sick leave used in the 
prior year 

State ICI Claims Integrated with LTDI or 40.63 

SL Used 2010 2011 2012 2013 2014 2010-2014 
0-24 hours 27% 13% 13% 9% 4% 13% 
25-49 hours 19% 13% 16% 12% 3% 13% 
50-74 hours 18% 19% 24% 9% 2% 15% 
75-99 hours 21% 24% 21% 14% 2% 17% 
100-124 hours 27% 29% 25% 12% 2% 21% 
125-149 hours 21% 19% 16% 15% 1% 16% 
150-174 hours 11% 24% 15% 18% 2% 15% 
175-199 hours 14% 23% 0% 15% 0% 13% 
200-224 hours 26% 33% 45% 38% 5% 31% 
225-249 hours 45% 17% 22% 8% 0% 19% 
250+ hours 33% 29% 27% 16% 2% 23% 
Total 22% 21% 19% 13% 2% 16% 

 
 

 Percentage of State ICI claimants with LTDI or 40.63 by year of disability and years of service 

State ICI Claims Integrated with LTDI or 40.63 

Years of Service 2010 2011 2012 2013 2014 2010-2014 
Less than 1 6% 7% 3% 0% 0% 3% 
1 4% 2% 10% 1% 0% 4% 
2 6% 8% 10% 6% 0% 6% 
3 10% 8% 8% 11% 0% 8% 
4 9% 15% 22% 9% 0% 13% 
5 19% 20% 21% 14% 3% 16% 
6-10 29% 25% 25% 14% 2% 20% 
11-15 39% 30% 34% 20% 4% 26% 
16-20 31% 35% 23% 26% 5% 26% 
21-25 38% 43% 26% 16% 8% 27% 
26-30 32% 28% 37% 18% 9% 26% 
31+ 24% 29% 9% 26% 0% 19% 
NA 18% 16% 0% 0% 0% 11% 
Total 22% 21% 19% 13% 2% 16% 
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Appendix D – State ICI Payment Lag 

 

 Number of months before first benefit payment by year of disability and employment category 

Historical Lag (in Months) in First State ICI Benefit Payment 

Employment Category 2010 2011 2012 2013 2014 2010-2014 
UW Faculty        4.92         3.24         3.87         4.24         2.23         4.00  
Non-UW Faculty        2.82         2.52         2.72         2.70         1.17         2.45  
NA 2.92 2.55 2.37 2.44 1.08 2.21 
Total        2.91         2.54         2.73         2.75         1.18         2.48  

 

 Number of months before first benefit payment by year of disability and employer group 
 

Historical Lag (in Months) in First State ICI Benefit Payment 

Employer Group 2010 2011 2012 2013 2014 2010-2014 
Dept. of Administration        5.29         2.77         4.77         3.12         0.99         3.53  
Dept. of Corrections        2.77         2.50         2.82         2.73         1.20         2.48  
Dept. of Health Services        2.68         2.47         2.55         2.49         1.18         2.32  
Dept. of Natural Resources        6.44         3.23         3.61         6.48         1.84         4.33  
Dept. of Revenue        3.28         3.47         4.69         3.76         1.44         3.36  
Dept. of Transportation        3.67         3.22         2.91         4.08         1.33         3.24  
Dept. of Veterans Affairs        2.62         1.89         2.87         3.11         1.32         2.37  
Dept. of Workforce Dev.        3.29         2.83         2.83         2.16         1.04         2.48  
UW System        3.46         3.15         3.27         3.27         1.37         3.07  
UW Hospital Authority        2.34         1.94         1.91         2.19         1.05         1.88  
Other        3.31         2.63         3.04         2.69         1.09         2.60  
NA        2.20         3.92         2.72         2.99         1.04         2.22  
Total        2.91         2.54         2.73         2.75         1.18         2.48  

 
 
 

 Number of months before first benefit payment by year of disability and occupation 
 

Historical Lag (in Months) in First State ICI Benefit Payment 

Occupation 2010 2011 2012 2013 2014 2010-2014 
General Employee           2.84            2.53            2.67            2.67            1.14            2.43  
Court Reporters           4.48            3.19            0.97            1.02            1.10            2.45  
Exec. Pay Plan           3.57             NA               NA                       1.00  NA           2.28  
Protective Occ. With S.S.           2.73            2.31            2.76            2.76            1.24            2.43  
Legislator/Officer           3.40  NA              6.48  NA    NA              5.46  
Teachers           4.71            3.57            3.59            3.69            1.65            3.54  
Non-WRS Participant NA           0.97            0.97            1.07  NA              1.00  
NA           2.20            3.92            2.72            2.99            1.04            2.22  
Total           2.91            2.54            2.73            2.75            1.18            2.48  
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 Number of months before first benefit payment by year of disability and premium category 
 

Historical Lag (in Months) in First State ICI Benefit Payment  

Prem. Category 2010 2011 2012 2013 2014 2010-2014 
1        2.40         2.22         2.25         2.44         1.03         2.12  
2        3.91         2.74         2.89         3.32         1.57         2.98  
3        2.72         2.33         2.52         2.71         1.15         2.34  
4        3.89         4.77         4.67         3.06         2.17         3.89  
5        5.60         4.75         6.02         5.33         2.41         5.10  
6        7.32         7.31         7.64         5.05         2.65         6.30  
7        4.35         1.63         2.41         3.35         1.40         2.99  
8        6.70         6.99         6.68         6.70         3.49         6.41  
9 NA    NA    NA           6.07  NA           6.07  
10        7.11         8.92         9.50         4.29         5.90         7.01  
NA        2.92         2.55         2.37         2.44         1.08         2.21  
Total        2.91         2.54         2.73         2.75         1.18         2.48  

 
 
 
 

 Number of months before first benefit payment by year of disability and coverage type 

Historical Lag (in Months) in First State ICI Benefit Payment  

Coverage Type 2010 2011 2012 2013 2014 2010-2014 
Basic only           2.89            2.50            2.65            2.71            1.18            2.44  
Supplemental           3.52            2.98            3.82            3.27            1.37            3.07  
NA           2.20            3.92            2.72            2.99            1.04            2.22  
Total           2.91            2.54            2.73            2.75            1.18            2.48  

 
 
 
 

 Number of months before first benefit payment by year of disability and gender 

Historical Lag (in Months) in First State ICI Benefit Payment 

Gender 2010 2011 2012 2013 2014 2010-2014 
Female        2.77         2.42         2.44         2.55         1.16         2.31  
Male        3.32         2.79         3.29         3.18         1.28         2.91  
NA        2.20         3.92         2.63         2.99         1.09         2.22  
Total        2.91         2.54         2.73         2.75         1.18         2.48  
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 Number of months before first benefit payment by year of disability and sick leave balance 

Historical Lag (in Months) in First State ICI Benefit Payment  

SL Balance 2010 2011 2012 2013 2014 2010-2014 
0-99 hours           2.58            2.28            2.33            2.57            1.01            2.21  
100-199 hours           2.10            2.00            2.10            1.94            1.15            1.88  
200-299 hours           3.59            2.62            3.01            3.11            1.49            2.84  
300-399 hours           4.69            2.79            4.52            3.89            1.77            3.74  
400-499 hours           6.04            3.40            4.24            4.58            2.41            4.22  
500-599 hours           6.86            6.34            6.44            4.51            3.68            5.97  
600-699 hours           6.14            4.97            6.40            6.82            3.34            5.65  
700-799 hours           5.21            4.80            6.17            7.29            2.77            5.93  
800-899 hours           7.99            7.54            7.49            4.77            2.92            6.89  
900-999 hours           9.08            7.83            6.85            6.02            8.20            7.51  
1,000+ hours           7.05            8.03            7.75            6.56            2.86            6.86  
NA           2.20            3.92            2.72            2.99            1.04            2.22  
Total           2.91            2.54            2.73            2.75            1.18            2.48  

 
 
 
 
 

 Number of months before first benefit payment by year of disability and sick leave used in the prior 
year 

Historical Lag (in Months) in First State ICI Benefit Payment  

SL Used 2010 2011 2012 2013 2014 2010-2014 
0-24 hours           3.76            2.49            2.64            2.77            1.28            2.55  
25-49 hours           2.70            2.46            2.81            2.81            1.21            2.48  
50-74 hours           2.84            2.41            2.94            2.84            1.30            2.47  
75-99 hours           2.90            2.46            2.46            2.60            1.16            2.36  
100-124 hours           2.95            2.55            2.49            2.55            1.08            2.44  
125-149 hours           2.72            2.37            2.52            2.83            1.09            2.38  
150-174 hours           2.47            3.02            2.59            2.73            1.18            2.52  
175-199 hours           1.73            2.55            3.36            3.65            1.12            2.55  
200-224 hours           2.99            3.29            4.88            4.41            1.07            3.44  
225-249 hours           4.31            2.50            2.53            2.72            1.22            2.80  
250+ hours           3.02            2.68            3.13            2.03            1.12            2.50  
NA           2.20            3.92            2.72            2.99            1.04            2.22  
Total           2.91            2.54            2.73            2.75            1.18            2.48  
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 Number of months before first benefit payment by year of disability and years of service 

Historical Lag (in Months) in First State ICI Benefit Payment From 2010 - 2014 

Years of Service 2010 2011 2012 2013 2014 2010-2014 
Less than 1           2.47            1.54            1.57            2.14            1.03            1.70  
1           1.70            2.16            2.35            1.91            1.04            1.83  
2           1.94            1.91            2.83            2.64            1.11            2.12  
3           2.10            1.75            2.11            2.74            1.07            1.98  
4           1.84            2.05            2.75            2.44            1.26            2.21  
5           2.54            2.26            2.44            2.22            1.29            2.19  
6-10           3.15            2.53            2.87            2.45            1.21            2.50  
11-15           3.75            2.94            3.24            3.54            1.30            3.03  
16-20           3.42            3.51            3.11            3.63            1.25            3.12  
21-25           4.38            3.78            3.58            3.84            1.22            3.47  
26-30           3.62            3.40            3.76            1.48            1.42            2.93  
31+           2.61            2.22            3.11            2.77            1.12            2.45  
NA           3.72            3.19            2.72            2.88            1.09            2.89  
Total           2.91            2.54            2.73            2.75            1.18            2.48  
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Disability Benefits at a Glance

• 40.63 Disability Annuity (40.63)
• Long-Term Disability Insurance (LTDI)
• Income Continuation Insurance (ICI)
• 40.65 Duty Disability (40.65)

2



Redesigning Disability Benefits

• 2013: First phase
– Comprehensive technical update to ICI plan 

language 

• 2015/2016: Second phase
– Closing LTDI 
– Redesigning ICI

3



State ICI Plan

• Provides Short-term and Long-term disability 
benefits
– Standard coverage of 75% of monthly earnings up 

to $64K
– Supplemental coverage up to $120K

• Supplemental premiums are 100% employee paid
– $75 Long-term add-on after one year of benefits
– Premiums determined by employee’s salary and 

accumulated sick leave (premium “categories”)
– Benefit terminates at age 65 (for most)
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State ICI Plan

• Benefits begin after a state employee 
serves the longer of:
– 30 day elimination period (EP) or
– Exhaust sick leave up to a maximum of 130 

days

• Benefits do not duplicate other benefits or 
earned income
– Duplicate benefits must be repaid to ETF

Date 5



State ICI Plan -
UW Faculty and Academic Staff

• Premiums determined by salary and 
employee selected EP
– 30, 90, 125, or 180 days
– Employer pays 100% of 180-day premium, 

employee pays differential for shorter EP
– Employee must have one year of state service to 

be eligible for employer share
• Benefits begin after a UW Faculty/Academic 

Staff employee serves the longer of:
– Employee selected EP or 
– Exhaust sick leave up to a maximum of 130 days

6



Local ICI Plan

• Similar to UW plan
– Employee selects EP

• 30, 60, 90, 120, or 180 days
• Employer pays 100% of 180-day EP premium, 

employee pays differential for shorter EP

– Benefits begin after a employee serves the 
employee selected EP

• No requirement to use sick leave

7



State ICI Experience Studies Performed by Milliman

Limitations of Analysis
• Milliman relied on information provided by ETF. If it is inaccurate or

incomplete, the results may be affected.

• The analysis uses actuarial assumptions that are individually
reasonable and which, in combination, offer a best estimate of
anticipated experience.

• To the extent that actual experience varies from the assumptions, the
emerging costs of the plan will vary from the projections prepared by
Milliman.

• Milliman’s work product was prepared exclusively for ETF for a
specific and limited purpose. It is not for the use or benefit of any
third party for any purpose.

8



State ICI Experience Studies

9

• Loss ratios greater than 100% represent experience for which claims incurred in 2010-2014 exceeded 
premium contributions in those years.

• Departments of Veterans Affairs, Corrections, Workforce Development, Health Services, and the UW 
Hospital Authority had loss ratios greater than 100%.

• UW System represents nearly half of the program in terms of premium, and its experience from 2010-2014 
resulted in a low loss ratio.
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State ICI Experience Studies

• Highest loss ratio experience was from members in premium category 1, and to a lesser degree 
from members in categories 3 and 4.

• Premium categories 7 – 10 correspond to UW faculty members, who had low loss ratio experience 
from 2010 – 2014.
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State ICI Participation Levels

• Employees with the least amount of accrued sick leave have the lowest levels of participation. 
These employees contribute toward their premium payments.

• Employees who have accumulated a large sick leave bank have the highest levels of participation. 
Many of these employees either do not contribute towards premiums or only contribute partially.
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State ICI Program Status

• Actuarial deficit since 2006
– Local ICI plan fully funded and on premium holiday

12



State ICI Program Status
• Declining Enrollment 

– New employees not enrolling
– Current employees dropping coverage

13



State ICI Program Status

14

• Growth in Long-Term Disability Claims
– Long-term claim payments exceeding short-term 

claims



State ICI Program Status

• Premiums:
– 2016:  20% increase in premiums from 2015
– 2017:  20% increase (approved by Board)
– 2018-2020:  expect 20% increases each year

• Premium increases alone are inadequate 
to address enrollment and deficit problems

• Sustainability of the program in jeopardy

15



Disability Programs Redesign Goals

• Holistic approach
– Reduce overall program duplication
– Reduce complexity for members & employers
– Cost savings

• Minimize the effect on
– Members and employers
– Agency
– ICI Administrator
– WRS Trust 

16



ICI Specific Goals

• Address financial stability of program
• Encourage employee enrollment
• Keep employers’ overall premiums cost-

neutral
• Reduce complexity within program
• Reduce confusion for employees and 

employers
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ICI Redesign Summary
• Replace current premium structure for State employees (i.e. 

“premium categories”) with an EP-based structure
• Decouple sick leave
• EP based premium structure
• Eliminate long-term ICI benefits 
• Increase short-term ICI benefit duration to 18 months after 

completion of employee-selected EP
• Eliminate $75 long-term add-on
• Reduce the benefit amount from 75% of salary to 70%.  
• Eliminate supplemental coverage 

– Increase the maximum monthly benefit for standard coverage to 
$7,000 for $120K of annual income

• Eliminate UW employee 12-month waiting period for employer 
contribution

• Change return to work/rehabilitative income offset from 75% 
to 70%

18



Redesign Specifics
• Elimination Period (EP) based premium structure 

for State ICI plan
– 30, 60, 90, and 180-day elimination periods

• Including UW Faculty and Academic Staff
• Also eliminates 120 day EP for Local Plan

– 180-day EP is 100% employer-paid
• Similar to Category 6, which is free to employees with 1040 

hours (130 work days) of sick leave 
• Employees would pay the premium differential for electing a 

shorter EP
• Sick leave requirements eliminated from premium 

structure and benefit process
• Resulting state plan will mirror local ICI plan
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Redesign Specifics

• Short-term disability (STD) benefits paid for a 
maximum of 18 months following the EP

Examples:  
• 30-day EP:  Payable through the 19th month of disability 
• 180-day EP: Payable through the 24th month of disability 

• Long-term disability benefits eliminated from the 
ICI program
– Employees with long-term disabilities extending beyond the STD-

ICI period could apply for benefits under the § 40.63 Disability 
Retirement program or Social Security Disability Insurance (SSDI)

– Current LTD claimants will not lose benefits
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Redesign Specifics

• Eliminate Supplemental coverage
– Plan cover salaries up to $120,000/year 
– Benefit payments would be 70% of average 

monthly earnings (down from 75%)
• Maximum $7,000 monthly benefit

– Offset for earnings during part-time return to 
work reduced to 70%

• 100% offset for non-WRS employment
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Expected Redesign Results
• Members who do not currently participate in the plan will now have coverage

with a 180-day elimination period that is fully funded by the employer.

• The availability of employer-paid coverage for all members will improve the
overall risk pool by reducing anti-selection, since many healthy members now
decline coverage due to the out-of-pocket cost.

• The revised plan has lower expected costs than the current plan, due in part
to a reduced benefit percentage, a shorter benefit period, and the removal of
the $75 long-term add-on benefit.

• The plan design changes and the improved risk pool are important changes
that mitigate the currently required rate increases for the existing plan.

• Due to the extent of the plan changes, there is considerable volatility in the
projected pricing. Short term disability experience becomes credible quickly,
however, and can be used to update premium rates in a timely fashion. The
initial pricing should be reviewed annually and revised as needed, particularly
in the early years of the program.
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Fiscal Impact
– Achieves goal of reducing actuarial liability and 

deficit
– Significant cost savings for members due to 

reduced premium rates 
– Cost savings for employers, even with increase 

in program participation
– ICI program debt eliminated by 2022 or 2023
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Feedback from Employers on the
Current ICI Program and Proposed Changes

• New hires comment that:
– program is too expensive
– they have to use sick leave before benefit is payable  not worth 

the cost
– take home pay already being lowered by mandatory WRS 

contributions
• As the premium rates increase, insured individuals are dropping 

coverage and an increasing number of new hires not enrolling
• Like the concept of elimination periods (vs. the current premium 

categories) and that premiums and benefits wouldn’t be tied to sick 
leave

• Employees dropping coverage after incidents where they thought 
they were eligible for benefits, but never received payments 
because they hadn’t exhausted their sick leave

• In response to proposal to discontinue long-term ICI:  Most 
employees think of ICI as a short-term program
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Next Steps
– Group Insurance Board approval to move ahead
– Statute changes 

• Approval from GIB, Governor’s office, and Legislature 
required

– Communicate information to key players
• Employers, members, staff

– Changes would take effect January 1, 2019 or 
2020
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Questions?
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