Welcome to the
Group Insurance Board

April 17, 2023 Meeting will begin at: 2:30 p.m.
Q WI-GUEST ly  Please Sign In
? . i  Who? All meeting attendees
WIFI No Fassword is needed - @ . « Sheet available at the door

: : Please Silence your
Meeting Materials

http:// g D Cell Phone and Mute
» Available at etf.wi.gov

your Microphone



Announcements

Item 1. — No Memo

Eileen Mallow, Director

Office of Strategic Health Policy




Income Continuation Insurance
Program Changes

\’\ Item 2 — Group Insurance Board

Jim Guidry, Director
Benefit Services Bureau

Paul Correia, Principal and Consulting Actuary
Milliman, Inc.




K Action Items

* The Department of Employee Trust Funds recommends the Board adopt
Option 3, which would apply the safe harbor provisions of the Equal
Employment Opportunity Commission regulations that address the
maximum duration of ICI| benefits and age-related enroliment limits,
effective May 1, 2023.

(Ref. GIB | 04.17.2023 | 2, page 1)



Income Continuation Insurance

Voluntary disability income replacement benefit payable to enrolled participants

» Separate state and local plans

Short-term and long-term benefits payable to age 65 for most

Monthly benefit — 75% of salary
« Max monthly benefit Standard coverage only - $4,000 (increasing to $7,500 in 2024)
« Max monthly benefit with Supplemental coverage - $7,500 (eliminated for 2024)

State ICI premiums are based on salary and accumulated sick leave balances

« UW Faculty and Academic Staff — Elimination period based premium structure

Local plan has elimination period based premium structure — currently on premium holiday



ICl Program Update

In addition to program statutes and administrative code (§40.61, 40.62, ETF 50.10), the ICI
program must comply with all state and federal regulations that apply to employee benefit
programs.

* The federal Age Discrimination in Employment Act (ADEA) requires that an employer
that provides fringe benefits to its employees must generally do so without regard to an
employee's age.

« Employers may provide lower benefits to older workers than it does to younger workers in
limited circumstances if it can be demonstrated that the reduced benefits are provided at
an equal cost for all benefit recipients — Equal Cost Test.

(Ref. GIB | 04.17.2023 | 2, page 1)



What is Compliance?

Equal Benefits Equal Cost Safe Harbor

» No compliance » For reduced benefit  * Below age 60 —
issues for plans that schedules Benefit payable to
prowd_e [l * Periodic review age 65
benefits at all ages | S @0 =il Sl e

* Lower claims cost year benefit duration

option _
 Deemed compliant

 Higher claims cost
option

(Ref. GIB | 04.17.2023 | 2, page 1-2) Group Insurance Board — April 17, 2023 7



Current State

» Enroliment for new employees limited [ T R
Benefits in Years
to age 69 and under
61 or younger To age 65

« Covered employees lose coverage 3.50 years
upon turning age 70 3.00 years
- Claimants over age 61 at disablement 230 e
have a reduced benefit duration 2.00 years
depending on age 1.75 years
, _ 1.50 years

« Claimants age 69 at disablement have
reduced benefits that end at 70 1.25 years
To age 70

(Ref. GIB | 04.17.2023 | 2, page 1-2)



Future State

* No upper age enrollment
restrictions

* Any eligible employee can enroll
provided they meet all other eligibility
requirements

« Current enrollees continue coverage
after turning 70

Benefits paid according to ADEA
compliant duration schedule

Group Insurance Board — April 17, 2023

’ C?etf



WRS Active Employees Age 70+

By Year of Birth By Agency
1953 UW System
1952 162 Health Services 36
1951 133 Corrections 33
1950 103 Courts 29
1949 74 UW Hospital 27
1948-1933 244 Total Other Agencies 145

(Ref. GIB | 04.17.2023 | 2, page 5)



State IC| Enrollment
Age 65-70 (Born 1953-1958)

Rate Category UW Faculty/Staff Elimination Period
Year of Ave. Ave.
. Total Monthly Yearof Birth 30 90 125 180 Total Monthly
Birth

Salary Salary

1953 6 6 3 6 10 45 76 $ 6,702 1953 14 17 5 31 67 $ 9,182
1954 13 8 9 9 19 61 19 § 6,405 1954 15 29 5 42 91 $ 8,795
1955 1 11 10 9 15 62 18 $ 6,220 1955 25 31 8 59 123 $ 9,551
1956 14 6 23 29 36 96 204 $ 6,903 1956 32 54 7 67 160 $ 8,495
1957 34 24 34 30 41 160 323 $ 6,753 1957 47 57 7 90 201 $ 8523
1958 39 24 44 51 67 205 430 $ 6,123 1958 38 75 19 85 217 $ 8198
Total 117 79 123 134 188 631 1272 $ 6,483 Total 174 265 52 377 868 $ 8,573

(Ref. GIB | 04.17.2023 | 2, page 6) Group Insurance Board — April 17, 2023 11



Percent ICl Enroliment
Age 65-70

2022 ICI Enroliment — Employees Born 1953-1958

900 100%
800 95%
700 0%
600 85%
80%
76%
500
400 ° 71%
L
67% 70%
300 oA) 647 °
524 65%
200 364 60%
241 225
100 143 210 149 164 55%
ks
0 50%
1953 1954 1955 1956 1957 1958

mmm Enrolled msm Not enrolled o—% Enrolled

(Ref. GIB | 04.17.2023 | 2, page 6) Group Insurance Board — April 17, 2023 12




Financial Impact

Slight increase to program costs

* New group of eligible employees
can enroll

e Current enrollees continue in the
plan after turning age 70

« Benefits extend beyond current
maximum duration schedule

» Relatively small group impacted

« Mitigated by other benefit offsets

(Ref. GIB | 04.17.2023 | 2, page 3)



ICl Program Update Options

Option 1 Option 2 Option 3
 Remove age-related  Remove age-related - Remove age-related
enrollment restrictions enrollment restrictions enrollment restrictions
* Modified current » Modified maximum . Use the safe harbor
maximum duration duration schedule that -

: benefit schedule
schedule extends reduces benefits more tablished by EEOC
benefits beyond age 69 gradually than Option 1 established by

- 1 year benefit duration - Benefits terminate after * Under 60 —to age 65
for disabilities incurred 3 years of disablement . 60 and older — 5 vear
at age 69 and older for claimants aged 70 e T duratio¥1

or older.

(Ref. GIB | 04.17.2023 | 2, page 7) Group Insurance Board — April 17, 2023 14



ICl Program Update Options
Duration Schedules

Age at
Disablement

Option 1 Option 3

Age 60 or below To Age 65
61 4 years
62 3.5 years
63 3 years
64 2.5 years
65 2 years
66 1.75 years
67 1.5 years
68 1.25 years
69 1 year
70 and older 1 year

To Age 65
5 years
4.75 years
4.5 years
4.25 years
4 years
4 years
4 years
4 years
4 years
3 years

To Age 65
D years
D years
D years
D years
S years
D years
D years
D years
D years
D years

(Ref. GIB | 04.17.2023 | 2, Attachment B, page 2) Group Insurance Board — April 17, 2023 15 C?et]f



Equal Cost Test

Equal Cost Criteria: Plan sponsors must demonstrate that claim costs are not less generous for older
workers as they are for younger workers under the reducing benefit schedule.

7500 ICI Expected Claim Costs B Option 1 (Current Extended)

= $450
g Option 2 (Alternate Schedule) Expected claim costs are the
£ Option 3 safe Harbor) same for every option through
g 3350 age 59 because the maximum
25300 benefit period is age 65 in every
S 5250 option.
O $200
< $150 | Expected claim costs for Options
% <100 1 and 2 for ages 65 and above
£ | | | may be considered too low for

. satisfying EEOC’s equal cost

Under25 25-29 30-34 35-39 40-44 4549 50-54 55-59 60-64 65-69 70-74  75-79 criteria.

Age at Disability

(Ref. GIB | 04.17.2023 | 2, Attachment B, page 3) Group Insurance Board — April 17, 2023 16



Safe Harbor Impact on ICI
Liabilities
The estimated impact of adopting the safe harbor schedule is a 0.9% increase in the State ICIl open

claim liability and a 0.7% increase in the Local ICI open claim liability as of December 31, 2021.

Estimated Impact on ICl Open Claim Liabilities
Valuation Date: December 31, 2021

State ICI $79,398,354 $80,105,422 0.9%
Local ICI $6,375,611 $6,418,602 0.7%

The estimated impact on program liabilities shown above does not include liabilities for any retrospective
payments to claims that closed in the past because they reached the maximum benefit period.

Based on our financial projections as of December 31, 2021, we do not see an immediate need to adjust
contribution rates for adopting the safe harbor schedule.

(Ref. GIB | 04.17.2023 | 2, Attachment B, page 5)



Analysis

Advantages Disadvantages

v'Options 1 and 2 are less costly than x Options 1 and 2 require an equal
Option 3 with Option 1 as the least cost test and periodic review, which
cost option may be difficult to justify under

current program structure
v Option 3 is deemed compliant under
EEOC regulation % Current ICI program structure makes
equal cost compliance challenging
v'Option 3 has the least complicated
schedule x Option 3 is the largest cost option

(Ref. GIB | 04.17.2023 | 2, page 6) Group Insurance Board — April 17, 2023 18




Next Steps

« ETF will notify stakeholders of the updated plan structure upon approval by the Board

« ETF will instruct employers to immediately begin accepting applications for coverage from eligible
employees:

* New hires aged 70 and older
« Employees who lost coverage by turning age 70
« Employees age 70 and older who are eligible for deferred enrollment

+ Employees age 70 and older who waived ICI coverage when previously eligible can now enroll via Evidence of
Insurability or wait until their next deferred enroliment opportunity

« ETF and The Hartford will update forms, brochures, and letters to reflect the updated program design

« ETF will instruct The Hartford to assign the approved maximum duration schedule to all open and future claims

(Ref. GIB | 04.17.2023 | 2, page 6-7)



Looking Ahead

« ETF and The Hartford will continue to review previously terminated claims

« Seven year look-back under §40.08 (10) Wis. Stats.

» Retroactive benefit payments could impact program liabilities

« ETF and Milliman incorporate new enrollment and benefit structure,
assumption changes, from the 2023 ICI experience studies into the
program valuation presented to the Board on May 17, 2023

» Milliman’s Experience Studies letter included in Attachment 3

(Ref. GIB | 04.17.2023 | 2, page 7)



K Action Items

* The Department of Employee Trust Funds recommends the Board adopt
Option 3, which would apply the safe harbor provisions of the Equal
Employment Opportunity Commission regulations that address the
maximum duration of ICI| benefits and age-related enroliment limits,
effective May 1, 2023.

(Ref. GIB | 04.17.2023 | 2, page 1)



Questions?



The Board will meet in closed session pursuant to the exemption contained in Wis. Stats. § 19.85

(1) (g) to confer with legal counsel for the governmental body concerning strategy to be adopted

with respect to litigation in which it is or is likely to become involved. If a closed session is held,
the Board may vote to reconvene in open session following the closed session.

;‘\\ Items 3-5 — Group Insurance Board




Announcement of Business
Deliberated in Closed Session

Discussion
Item 6A — No Memo

Herschel Day, Chair

Group Insurance Board




Vote on ICl Program Changes

\0\\ Item 6B — Group Insurance Board




K Action Items

* The Department of Employee Trust Funds recommends the Board adopt
Option 3, which would apply the safe harbor provisions of the Equal
Employment Opportunity Commission regulations that address the
maximum duration of ICI| benefits and age-related enroliment limits,
effective May 1, 2023.

(Ref. GIB | 04.17.2023 | 2, page 1)



Appeal by Sharecare of the Board’s
Notice of Intent to Award contracts

resultlng from RFPs ETB0047-49

\’\ Item 7 — Group Insurance Board

Timothy Steiner, Director
Bureau of Budget, Contract Administration, and Procurement

Diana Felsmann, General Counsel
Office of Legal Services




K Action Items

* The Department of Employee Trust Funds (ETF) recommends the Group
Insurance Board (Board) deny the appeal filed by Sharecare.

(Ref. GIB | 04.17.2023| 2, page 1)



Background

» Appeals of Board procurement decisions are governed by
Board Policy

 Board awarded Well WI RFP contracts to WebMD at its
February 22 meeting

« Sharecare filed its appeal timely on March 8

 BCAP Director and Chief Legal Counsel conducted
iInvestigation into Sharecare’s appeal claims



Background (Cont.)

» Appeal must state detailed factual grounds for the objection and any
violations of Chapter 40

« Subjective opinion of Eval. Committee members is not appealable

» Potential Board Appeal Options:
o Rescind Intent to Award and award to a different bidder
o Rescind Intent to Award and terminate procurement

o Deny appeal and proceed with original award decision

» Board’s Appeal Decision is Final



Overview of Appeal Arguments

 ETF consolidated appeal claims under two general categories

« Argument 1: The evaluation process was unfair or flawed

o Scores were changed without justification

o Sharecare’s capabilities were understated and WebMD's were overstated

« Argument 2: ETF awarded contracts to the higher-cost vendor

o Sharecare’s price was unjustifiably adjusted upward
o ETF should not pay a higher price for an inferior solution

o ETF has not provided pricing information to Sharecare



Conclusions — Argument 1

* The Procurement followed standard Chapter 40
procurement procedures

* Proposal scores were changed based on established
procurement practices

* ETF staff asked clarifying questions of both finalist
vendors



Conclusions: Argument 1
(Cont.)

» Sharecare cited two examples where it felt WebMD was
scored too high

* The proposed scoring changes would not have materially
changed vendor finalist rankings for general and technical
scoring

* WebMD'’s proposal consistently scored higher in general
and technical scoring across all 3 RFPs



Conclusions — Argument 2

» Sharecare’s Best and Final Offer excluded required cost elements

 Estimated $0.30 additional PEPM for Wellbeing administrative costs

o $196,000/year for digital and hard incentive cards + postage for hard cards

o $198,000/year for postage for printed mailing campaigns (does not include
print costs)

o Total = $394,000/year ($0.30 PEPM based on 110,000 estimated participants)



Conclusions: Argument 2
(Cont.)

* Vendors were provided with sufficient information to inform cost
proposals and had opportunities to ask questions

 ETF was unable to verify Sharecare’s claim that it had a higher
ROI

 ETF may withhold pricing information because contract
negotiations have not yet begun



Recommendation

ETF recommends that the Sharecare appeal be denied

 The evaluation committee based its recommendation on the
iInformation gleaned through a rigorous evaluation process

* Vendors were treated equally throughout this process

* Proposals submitted by WebMD and Sharecare were competitive;
however, the Evaluation Committee unanimously concluded that
WebMD had the stronger proposal and would best meet the goals
of the State’s benefit programs



K Action Items

* The Department of Employee Trust Funds (ETF) recommends the Group
Insurance Board (Board) deny the appeal filed by Sharecare.

(Ref. GIB | 04.17.2023 | 2, page 1)



Questions?



The Board will meet in closed session pursuant to the exemption contained in Wis. Stats. § 19.85

(1) (e) to deliberate or negotiate the investing of public funds or to conduct other specified public

business If a closed session is held, the Board may vote to reconvene in open session following
the closed session.

;‘\\ Items 8-11 — Group Insurance Board




Announcement of Business
Deliberated in Closed Session

Discussion
Item 12A — No Memo

Herschel Day, Chair

Group Insurance Board




Board Decision Regarding
Vendor Appeal

;‘\\Item 12B — Group Insurance Board




K Action Items

* The Department of Employee Trust Funds (ETF) recommends the Group
Insurance Board (Board) deny the appeal filed by Sharecare.

(Ref. GIB | 04.17.2023 | 2, page 1)



Adjournment
K Item 13 —= No Memo




608-266-3285
1-877-533-5020

etf.wi.gov ﬁ ETF E-mail Updates
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