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#rom: Asbjomson Karen

Sent: Monday, April 11, 2005 308 PM.
To: Smyrski, Rose :
Subject; Re: SB 141 Acts of Nature .

Hi Rose,

Senator Roessler would like 1o feque’s’t a heérmg on Senate'BlEi 141, regarding prohibiting
“cancellation or nomenewa! of property or autorncblie msurance ‘because of claims’ based on acts of
nature : _

Please let me know %.&hen a hearing could bé scheduked on Carol's bill. P%éa‘se feel free to call or
_ email me or my boss about any questfons about this bill.

: o -Thanks Rose L iook fonfvard to hear;ng fmm youf

-_'-':_';_-Karen Asbjornscn .

- Office of Senator Roessler .
608-266-5300/1-888-736-8720
Karen.Asbjornson@legis.state.wi.us






MEMORANDUM

TO: File

FROM: Vaughn L. Vance

DATE: June 22, 2005

RE: SD32 Pool Rated School Districts
LaCrosse County =

Bangor

Holmen

West Salem

Note: Onalaska and LaCrosse are WEA Trust districts, but are experience rated.

Vernon County
De Soto

Hillsboro
Kickapoo
LaFarge
Viroqua
Westby

Crawford County
North Crawford

Prairie du Chien
Senecca
Wauzeka-Stauben

Monroe County
Cashton

Norwalk-Ontario
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August 3, 2005

Senator Dan Kapanke y 7009
104 South Al § b e

State Capitol &\/

Dear Senator K/aénk )

I respectfully request that you schedule a public hearing for both Senate bill. 241'and 242 at the
next possible hearing date for the Senate Commitiee on Agrxculture and Insurance. Ibelieve
these bills represent an extremely 1mportant portion of our shared agenda. That agenda includes

controiling rising health care cosis and giving local umis of govcmment the’ teois to bettcr
manage their budgets

SB241isa bold'attempt to help several school districts better manage their ongoing health care
expenses. The bill requires WEA Trust to publicly release premium prices and health care claims
experience data and history, when the information is requested by a member district.

S$B242 makes health care coverage a prohibitive subject of bargaining if the employer can
provide a "substantially similar" plan. It also gives employers the right to change health care
providers if the new, less-expensive plan offers "substantially similar" coverage.

It is my hope that after a successful committee vote, both of these bills will be scheduled for full
Senate debate by the beginning of the fall floor penod ‘As you know, we are scheduled to be in
session from September 20™ to the 29th and again from October 25 thru November 10th. In
order for that to happen however, an expedited hearing in your committee is extremely
impottant.

I plan to push our Senate leadership team very hard to make sure these bills receive full Senate
action later this year. It is my hope you will support this effort, and help me convince our
colleagues on the Senate Organization Committee to move both onto a session calendar.

If you have any questions or concerns about this bill please contact me immediately.
Sincerely,
ALBERTA DARLING
State Senator
8™ District
CC. Representative McCormick
Capitol Office: PO, Box 7882 Madison, Wisconsin 53707-7882 - Phone: 608-266-5830  Fax: 608-267-0588 - Toli-free: 1-860-863-1113

District Office: N&8 W16621 Appleton Avenue © Menomaonee Falls, Wisconsin 33051
Email: Sen Darling@legis.state wius - Web page: www legis state.wius/senate/sent8/riews/

Privteect on Recyeled Pager
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_ . Superintendent of Schools
gﬂﬁg c E;Aa?rk J. Gruen [Ogerk@essthook k12wl us

LCentral Middle School
Centrat High School
gruenmark@esschools k12.wl.us

Kenneth R. Rogers, Ph.D.

Mr. Craig Semingson
Principal
Strum Primary School

Eleva Intermediate School
semingsc@esschools k12 whus

QOctober 26, 2005
TO: LEGISLATORS
FROM: Kenneth R. Rogers, District Administrator

School District of Eleva-Strum

RE: ~ Support for SB 241 and SB 242

- It is time for a major change in the medical industry. The cost of medical services is the most pressing concern of the
country. The expansion of costs in the industry has squeezed every part of society and has impacted negatively every
personnel issue facing our state and nation. The utter disregard by the medical care industry for rising costs will
devastate many businesses, schools and families. It is time for significant government oversight and regulation.

Other indusiries have varying degrees of government oversight and regulation. These are industries with literal or
perceived monopolies that were dictating costs beyond reason for no better reason than they could. These are industries
necessary to our way of life and economy, just like medical providers. The telecommunication industry is regulated to
make sure access is equitable and reasonable because it is the backbone of our economy. Energy utility companies are
also regulated for similar reasons. Our health is the real backbone of our country yet circumstances and markets have
weakened our country because of the medical industry’s want for more and more and more.

Our nation and our nation’s relationship to the world economies cannot sustain the unmitigated self-indulgence shown
by the medical commmmity. Medical costs that outpace inflation by three to 10 times cannot be justified. Hleft
unchecked and unregulated, we will all be paying more for medical services than any other personal cost. If costs keep
rising like the past five years, within another 10 to 15 years, the only people who will be able 1o afford insurance or
medical care will be millionaires. Our country should not stand for medical care for only the rich. Medical care must
be reasonable and equitable if the ideals of our democracy are to be upheld. It is no longer either. Medical providers
have not recognized that their costs must be contained if our society is to survive as a positive progressive country and
world leader. Since they are unwilling or unable to find a reasonable niche in our economy, it is time to regulate them
as we have any monopoly in the past. Time is long past to let the medical industry determine their own paths, In their
rush for profits and market share, they have forgotten about the American people and the economy of the nation.

Of all the organizations involved in the picture of health care, I trust the government the most. It is past time for
government to regulate the medical industry. It will take strong involvement of a big player such as state government if
we are to keep our economy stable and healthy. These bills, SB 241 and 242 could be major steps in creating stability
for the economy and at the same time giving schools some relief from these uncontrollable costs.

These two bills are directed at health insurance companies. Although this is a very good start to assist in controlling the
cost of health care, it is only a start. Many other firms in the health care sector are causing the exorbitant increases in
health care. The legislature can start here but for the good of the state and country, you cannot stop at this step.

I call upon all representatives to take strong action fo ensure the future of our country and hentage.

W23597 US Highway 10, Strum, Wl 54770-8609
{715) 695-2696 Fax: (715) 695-3519
An Equal Opportunity Emplover






TESTIMONY BEFORE THE SENATE COMMITTEE ON AGRICULTURE & INSURANCE
SENATE BILL 241
WEDNESDAY, OCTOBER 26, 2005

Good moming Chairman Kapanke and members of the Senate Committee on Agriculture and
Insurance. | am pleased to sit before you today for the purpose of testifying in support of SB241.
SB241 requires all health insurance carriers to publicly release premium prices and health care
claims experience data and history, when the information is requested.

In order to compare prices on anything they purchase, school districts normally solicit bids from
several vendors, compare them, and choose the best, least-expensive option. Only in the case of "
health insurance are they unable to do so. This is particularly troubling in that employer health i 5
insurance is the one expense that is growing by leaps and bounds year after year after year.

Currently, WEA Insurance Corporation insures about 80% of the school districts in Wisconsin. AN
The WEA Insurance Corporation has a policy that for their mid-sized customers, they will set fig,? } -
premiums based on the history of the costs of the pool of all covered members. Thus each 4 o
district's premium is set, not on the basis of their own personal history of claims, but on the basis® ¥ ' ,@
of the health claims of all the mid-sized members statewide. There are a few adjustment factors, X . gﬁ
such as the geographic area of the member district, but generally speaking, the rates are supposed

to be based on the pool of all claims experience history in similar districts across the state.

It is clear that any district that asks to have their own individual health claims history provided to
them will then have its employees removed from the statewide pool of claims, and the premiums
from that time forward will be set according to the individual claims history of that one district.
This is a risky request for the districts, since they do not have the financial resiliency to absorb a-
difficult year of claims if they are kicked out.

The refusal to release this data, and the penalty they attach to the request, is obviously a critical
point for the WEA Insurance Corporation. Wisconsin law requires insurance companies to
provide this claims experience upon request, and to do so without charge. In 2001, OCI
ordered WEA Insurance to stop penalizing customers by removing them from the pool rates
when they requested their health claims history. WEA took the state to court and a Dane County
judge ruled that their policy was legal.

I believe that all school districts, regardless of who their health insurance provider is, should be
made to release any and all claims experience date without a charge, a cost or a consequence. [
am suggesting we change state law to specify that the right to this information cannot be denied.
A free flow of information will invite increased competition and better, more competitive pricing
amongst those companies that insure Wisconsim's teachers.

Thank you again Chairman Kapanke and members of the committee. At this time, if you have
any questions about the bill, I would be happy to answer them.

Capitol Office: P.O. Box 7882 o Madison, Wisconsin 33707-7882 oPhone: 608-266-5830 < Fax: 608-267-0588 ¢ Toll-free: 1.800-863-1113
District Office: N88 W16621 Appleton Avenue cMenomonee Falls, Wisconsin 53051
Email: Sen.Darling@legis.state.wi.us o Web page: www.legis state wi.us/senate/sen08/news/
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‘Perlich, John'H,

From: Soulis, Dave

. Sent: Wednesday, Oclober 26, 2005 8:30 AM
To: Tormey, Jessica

-Ce: Darting, Alberta; Kapanke, Dan
Subject: today's Ag & Insurance commitiee

Dear Senators and Jessica,

Last night, | sent an e-mail to Jessica Tormey informing her that Rep. McCormick would be testifying today in support of
SB-241 and $SB-242 at the Ag & Insurance public hearing. After further consideration and a review of the bills, Terri has
decided not {o testify in support at this lime. Rep. McCormick feels that the bills have old tanguage from the bills she
authored in 2002, and revisions were made in late 2004 to update them, but are not in SB-241 and 8B-242. Terri would
like to set up a phone conversation with Senator Darling to apprise her of the updated language as soon as can be
arranged. Feel free to call our office at 8-7500, and we can work towards that meeting.

Thanks,

‘Dave Soulis
Research Assistant
Rep. Terri McCormick
56" Assembly District
608-266-7500(P)
608-282-3656 (F)






TERRI MCCORMICK.

WISCONSIN STATE REPRESENTATIVE ) CHAIR: ECONOQMIC bEVELOPMENT COMMITTEE‘

October 26, 2003

Senator Dan Kapanke

Chair, Senate Ag & Insurance Committee
Wisconsin Legislature

Madison, W1

Dear Sexia_tor_Kapanke_,

| Wnte to you today concemmg the Senate Ag and Insurance committee pubhc hearing,
which will this morning consider two bills which I was the ongmal author of, SB-241 and
SB-242. Senator Darling is also a co-author on the current versions. I will not be
testifying in support of these bills at this time.

I would suggest that this working draft presented by Senator Darling goes back to the
drawing board in that it has not been discussed with the original author, nor has it been
given the due dilligence that it should by fast tracking this process.

1 ﬁrst heard of fhlS bill gomg forward yesterday, but my notes and- revzszons are in my
district office in Appleton. 1 would respectfully suggest that this bill come up'at-a later
date, or advise the Senate Committee that there will be changes on the Assembly side that
will need to be negotiated at a later date when I have an opportunity to work with this
legislation that I authored in March of 2002 and revised in December of 2004.

Please feel free to call my office if you have questions at 266-7500.

Sincerely,

%’:M‘e%

Terri McCormick
State Representative
Wisconsin Legislature
56" Assembly District

cc Tom Petn

Capitol Office: Post Office Box 8953 » Madison, W] 53708-8953
(608} 266-7500 = Toll-Free: (888) 534-G056 = Fax: (608) 282-3656 » Rep.McCormick@legis.state wius
Dierict Office: Post Office Bok 7137 + Grand Chute, W1 $4912-7068






P.0. Box 7338 + Madison, WI53707.7338
WEA : 45 Nob Hill Road - Madison, W1 53713-3859

V- 1 Voice/TDD: (808) 276-4000 « (800) 279-4000
TRUST Fax: (608} 276-9119 - Web site; www.weatrust.com

Testimony of

Fred Evert, President
WEA Insurance, Inc.

To
Senate Committee on Agriculture & Insurance

Octobe_r 26,2005

Mr. Chairman and members, thank you for the opportunity to appear at today’s hearing. My
name is Fred Evert and I am President of the WEA Insurance Corporation, a subsidiary of the
WEA Trust, a not-for-profit organization that provides insurance benefits to public school
employees and their families throughout the state.

Reducing health care costs for school districts is something that has been at the core of the
Trust’s mission since it was founded in 1970. In fact, our more than 35 years of experience as a
health insurance innovator and the steady commitment of our insured participants is what
continues to enable us to deliver high value services.

The WEA Trust — Background :

The WEA Trust is a not-for-profit organization that was founded to provide insurance and
benefit plans for public school employees and their families. While most insurance companies
are in the business of collecting premiums,.paying claims, and making a profit, the Trust offers
an alternative to commercial products, operating less expensively and providing better value
because it is not for profit and does not pay dividends to stockholders or commissions to agents
or brokers. Instead, we operate to return maximum vahie to our members and their employers.
Over its history, the Trust health plans have returned about 93 cents out of every premium dollar
in the form of benefit payments——a number unmatched by any other insurer.

As a percent of premium, the administrative costs and complaint ratios for the WEA Trust health
plans are far below the industry standards. Furthermore, the WEA Trust offers many cost-saving
options to school districts. In the last bargaining cycle alone, for instance, our districts adopted
cost-saving measures netting rmore than $50 million in health care savings.

With more than 350 school districts statewide insured by the WEA Trust, we currently rank as
one of largest group health insurers in Wisconsin. While the Trust represents a significant
percentage of the total number of school districts throughout Wisconsin, most of the Trust’s
clients are small- to mid-sized districts. In fact, the WEA Trust insures only about half of the 50
largest school districts in Wisconsin.



We have no automatic rights to insure school districts; we become their insurer only if a district
and one of its employee units have agreed during collective bargaining to contract with the Trust
to provide benefits. Under existing law, school districts have a wide array of options when
choosing a health plan. They can choose to self-insure, join the state pool for local employers,
contract with the WEA Trust, or contract with another health insurer with whom we compete.
Like any market actor, our membership can and does change.

While the WEA Trust was initially formed by WEAC, it was organized under a separate trust
charter with separate management to operate independently of WEAC. The WEA Trust does not
contribute to WEAC’s operating expenses, political activities, or other expenses. The WEA
Trust, like any other private sector insurer, s subject to the laws of the state and regulated by the
OCI. WEAC is not.

The WEA Trust Pool-Rated Option =~

For more than 30 years, the WEA Trust has foered both pool—rated and expenence»rated options
for the Wisconsin school districts it serves. The 303 school districts that participate in the WEA
Trust’s insurance pool receive a pool-rated premlum A pool-rated premium is based, as the
name suggests, upon the health claims experience of a// of the school districts in the pool. In
contrast, the 55 school districts that do not participate in the pool receive an experience-rated
premium that is largely based on their individual claims experience.

The WEA Trust’s pool-rating system dampens the volatility of health claims experience and
provides the rate stability of a very large group. Health claims experience for smaller groups is
highly variable from year to year, and small groups are subject to more sudden and significant
shifts in their claims experience. Large groups do not suffer such volatile shifts; thus, the pool
protects small--and medium-sized districts from large swings in their annual premium rates. The
WEA Trust is also able to offer poolarated districts health care and wellness options that
normally are only available to larger employers.

The WEA Trust pool is structured in a way that made individual district claims experience data
irrelevant. Each district routinely receives comprehensive information about the claims
experience of the entire pool—that is, the experience upon which their insurance premium is
actually determined. If a pool-rated school district specifically requests its individual district
claims experience, the WEA Trust will provide the district with that information. At the time of
the district’s next policy renewal, however, that district will only be offered a premium based
upon the district’s own individual experience rather than a pool-rated premium.

An essential component of the more than 30 year success of WEA Trust’s insurance pool is the
requirement that pool-rated school districts waive their right to receive individual claims
experience. If the WEA Trust provided pool-rated school districts with their individual claims
experience and allowed them to later renew their insurance as part of the pool, school districts
with short-term “good” experience (the healthier groups) almost certainly would leave the pool.
At the same time, the retained risk of the pool would increase because school districts with
“worse” than average experience would almost certainly choose to remain in the pool. At the
next renewal, the WEA Trust would be forced to raise premiums to account for both the
increased risk and the likelihood of additional departures. As a result, even more school districts
will leave during that policy period with the cycle continuing until the pool dissolves. When the
pool-rated option is gone, small schools would be exposed to the same crippling premium spikes
that private sector small employers currently experience.



The smaller the emplover, the more volatility is to be expected in claims experience.
Consequently, the less useful prior years’ experience is in predicting future rates. Release of
claims experience for pool-rated school districts would be of questionable benefit to other
insurance companies in predicting future rates. Information related to the gender, age, and
geographical makeup of a district should assist most credible insurance carriers in preparing
premium estimates for smaller districts.

The WEA Trust has been successful for many years at providing more stable premium costs
without sacrificing the quality or breadth of benefits for its pooled members. In many small
communities across the state, the Trust has also been an important source of quality health
insurance, often alleviating the pressure on other family members and small employers to obtain
more costly policies.

This is not to say that the Trust, or its insured school districts, have been insulated from the
tremendous cost increases in health care services in the last few years. We too experienced
medical cost increases ‘that chaﬂenged even our pool rating methodology. That having been said,
however, our average rate increase in July 2004 for pool-rated schools is 3.4% which still bests
the state’s most recently announced 5.1% increase for the state pool. Notably, the WEA Trust’s
release of claims experience data is also consistent with the state’s local government pool, which
distributes aggregated claims experience, not the claims experience of the various subgroups
comprising the pool.

Senate Bill 241

Proponents of Senate Bill 241 support the creation of a statutory requirement that all districts,
including those enrolled in a pool-rated plan, receive their individual claims experience “without
consequence.” If passed, this legislation would make it impractical for the WEA Trust to
continue offering a pool-rated option to the smallest, most vuinerable school districts in
Wisconsin. Without the protections of the pool, even a single high-cost claim could result in
wild premium increases for small districts. Wild premium fluctuations would make long-term
budgeting impractical. Under the state’s QEO law, wild premium fluctuations would result in
district referendums, salary rollbacks, and an inability to establish long-term budget stability.

Senate Bill 241 does nothing to address the underlying causes of rising health care costs. If
passed, this legistation would expose school districts to wild premium fluctuations, complicate
long-term budgeting for school districts, threaten the quality of health care benefits for public
school employees, and expose state taxpayers to the risks associated with unpredictable health
care costs. As such, the WEA Trust urges committee members to oppose Senate Bill 241.
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Submitted respectfully to the Committee:
I am Mike McAurdle, the Busméés Admmistrétor for the School District of Monroet. I am
here today to support Senate Bills 241 and 242. [ applaud the sponsors for bringing
forward this legislations and hope the Committec will see and understand the value of
also endorsing this needed lcglslanon and moving the proposals forward to successful
legislative action and presentation to the governor. I have no illusions about the position

of WEAC on this needed legislation. Please look at the greater picture and support this
needed legislation that will give back sanity to public sector labor negotiations.

My predecessors, both elected and ministerial officials, gave away cheap benefits more
that 30 years ago with the belief that their decisions would go a long way towards labor
peace while not saddling the future with unacceptable benefit packagcs They,
unfortunately, were wrong on the belief that these benefits would remain cheap. We are
fast approaching when benefit packages will equal the starting wages/salaries of our
professmnai employees ‘The WEA Trust famﬁy health MCP policy in the Monroe.
District currently has a premium of $15,988. ‘Many of our nine (9):month support staff
members, when you add in the other f:mployec benefits suchas dental, Retirement, Social
Security and LTD already have a benefit package that equals the base salary. I cannot
believe this was what was envisioned.

You, of course, are probably saying that I can change this situation at the bargaining
table. I cannot. The Unions are looking for a “quid pro quo™. 1do not have the
resources nor the “will” of the taxpayer to find an alternative to such a rich benefit. You
then likely argue I should be able to win with the Arsbitrator. I was shocked to learn, and
I hope you are as well, that the statistics for 2004 arbitrations dealing with health
insurance showed that of the 18 cases heard on health insurance in W:sconsm,
management won only 8. Inall 8, managcment offered a “quld pro quo”. It was cven
more telling to learn of the 29 cases heard in 2004, 18 where about health insurance. 1 do
not trust the arbitrator process, nor do I think that I can win with the simple argument that
our fund balance is gone. Iquote from the Whitewater School District support staff case
# 30740-A with Arbitrator Thomas Yaeger decided 9/10/2004. The Arbitrator states: “I
found in reviewing more that 20 arbitration awards where changes to the health insurance
premium contribution levels was an issue, that in those cases where no quid pro quo was
offered the employer s proposed increase in insurance premium contributions was never
selected. And, in some cases where a quid pro quo was offered arbitrators found it
inadequate and did not select the employer offer. Although some arbitrators have
commented that a quid pro qui may not be necessary when the health insurance premiums
are rising at a rapid rate or under unique circumstances, that notwithstanding, as already
noted, I found no decisions where the employer’s proposed reduction in the insurance
premium contribution level was selected when it was not accompanied by a quid pro quo.
There conclusions are clearly based upon the unique facts of each case and this no
general rule regarding what constitutes a sufficient quid pro quo has emerged.” Thisisa
telling statement. [ urge you to support taking off the bargaining table the decision of
health insurance.



The survival of many Wisconsin districts depends on being able to bring sanity back to
employee benefits. This bill does not ask you to change the level of employee premium
participation. Iaccept that we must get that type of change from our unions at the table.
What it does ask you to do is allow school boards and elected officials in towns, cities
and counties to move their health insurance program to the state’s plan. This will have an
immediate positive affect on the cost of running local government. The Monroe School
District has a $26,164,186 General Fund. The subsidy of Special Education included in
that number is approximately $3,631,506. The employee benefits in the number are
$5,154,175. The employee benefit number represents nearly 1/5 of our expenditures and
is even greater than the poorly funded mandate for Special Education where we spend
$5,383,859 in that fund and, as already mentioned, we must support those expenditures to
the tune of $3,631,506. We must have your assistance in addressing the dynamics of our
benefit costs. The solution will also be good for the state by increasing the number of
participates in the health plan there by allowing not only the municipalities to benefit, but
the State as well through future population/experience pricing.

In addition, many Wisconsin school districts ate struggling with the insurance company,
WEA Trust, not giving data so one can make a decision as to whether to stay in the main
group or go as an independent group or even the information needed to change carriers.
Senate bill 241 takes their unilateral power away. Iurge you to support that change as
well.

October 26, 20605

Mike McArdle

Business Administrator
School District of Monroe
925 16™ Avenue, Suite 3
Monroe, WI 53566

(608) 328-7148






P.QO. Box 7338 - Madison, Wi 53707-7338

45 Nob Hill Road » Madison, Wi 53743-3959
Voice/TDD: {608) 276-4000 + (800} 279-4000

Fax: (608) 276-9119 « Web site; www.weatrust.com

SENATE BILL 241: A HUGE FINANCIAL
GAMBLE FOR SCHOOL DISTRICTS

For over thirty-five years, the not-for-profit
WEA Trust has provided school districts with
a unique health insurance risk-sharing pool
that has brought significant premium stability
to small and mid-sized districts throughout
Wisconsin.  Today, more than 300 school
districts  from across the state have
voluntarily joined together in this pool to
reduce their risk and to improve the stability
of their health insurance costs.

» SB241 does nothing to address the
underlying causes of rising health

care costs. Elimination of the WEA
Trust health insurance risk-sharing pool
increases the volatility of health care costs
for districts but does nothing to address
the real causes of the health care cost
crisis, The WEA Trust has offered a
fundamental health care reform package
known as The New Wisconsin Idea that
offers a road map to reduce administrative
waste, improve quality, and expand access
to health care for all Wisconsin citizens.

» Current law fosters competition
and options in the school health

insurance market. School districts
currently have a wide variety of options
when it comes to providing their
employees with health insurance. Some
districts, through the collective bargaining
process, choose the WEA Trust to provide
their insurance benefits. Others have
joined the state’s local employers’™ pool,
purchased benefits from other insurance
companies, or opted to self-insure.
Districts can and do change their choice
of health insurance provider based upon
market conditions.

» SB241 would expose school
districts to wild premium

fluctuations. If SB241 is enacted, the
WEA Trust will not be able to continue
offering a pool-rated option to its smaller,
most vulnerable school district clients.
Without the protections of the pool, even
a single high-cost claim could result in
wild premium increases for small
districts. Such premium fluctuations
would make long-term budgeting
impractical. Under the state’s QEO law,
wild premium fluctuations would also
likely result in district referendums, salary
rollbacks, and the inability to establish
long-term budget stability.

» The WEA Trust’s release of
claims experience data is
consistent with the state’s local
government pool. Every year, the
WEA Trust releases comprehensive data
on the claims experience most directly
related to rate increases applied to
members of the pool. In fact, the Trust’s
release of information is consistent with
the operational standards employed by the
state in its own local government pool.



Like the WEA Trust, the Department of
Employee Trust Funds does not release the
claims experience of individual groops within
its pool. To do so would result in the
destruction of the pool altogether. In
addition, small group claims experiencc is of
little value in predlctmg future rates gaven the
expected volanhty '

ABOUT THE WEA TRUST: The WEA
Trust is a not-for-profit health insurance
company that has been serving public school
employees for over 35 years. Our value to
taxpayers and public school employees
throughout the state is well documented.

» Throughout its history, the WEA Trust has -
returned more than 93 cents of every dollar
to school districts in benefit payments.

e As apercent of premium, the administra-
tive costs and complaint ratios for Trust
plans are far below the industry standard.

+ Today, the WEA Trust offers many
cost-saving options to school districts. In
the last bargaining cycle alone, our
districts adopted cost-saving measures
netting more than $50 million in health
care savings.
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ABCs of Mediation-Arbitration Reform
Affordability

GOAL.: Link the required minimum increase in public employee compensation to
the taxpayer’s ability to pay, based on statutory revenue or levy limits.

METHOD:

Prohibit an arbitrator from making an award where the percentage increase in total
compensation exceeds the following:

For schools, the allowable percentage increase in the per pupil revenue limit
« - For counties, cities, villages, and towns, the allowable percentage increase in
- property. and sales tax levy plus the net change in intergovernmental revenues
(shared revenue and transportation aids)
« For technical college districts, the allowable percentage increase in property tax
levy plus the net change in state aid

Benefit Equity -

GOAL: Greater similarity between public and private sector fringe benefits.
METHOD:

Authortze a local government employer to unilaterally change its employee health
“plan to the public employer group health insurance plan offered by the
Department of Employee Trust Funds, or a substantially similar plan. Make the
selection of health plans a prohibited subject of bargaining if the ETF or similar
plan is provided. (Partial vetoed from 2003 SB 33)

» Authorize a local government employer to change health care providers if the
benefits are substantially similar

Competition

GOAL: Greater competition and efficiency in the delivery of public services.
METHOD:

Make the decision to confract for a public service a permissive subject of bargaining if it
can be demonstrated that the contract cost is at least ten percent below the cost of
providing the service with public employees, and if the public employees are unable or
unwilling to renegotiate their compensation or work rules to bring their cost within ten
percent of the contract cost. (AB 268)






WEA Trust Pool-Rated Option

More than thirty years ago, WEA Trust formed a voluntary, not-for-profit insurance
company for public school employees that includes a pool-rated health insurance plan option.
While the WEA Trust’s pooling success has been somewhat unique in Wisconsin, other groups
have worked to develop similar insurance associations. In fact, there are trade associations and
other Wisconsin organizations that have formed group health insurance pools. During the Jast
session, for instance, the legislature enacted specific statutory recognition of the Wisconsin
Federatmn of Ceoperatwes efforts to farm a group health insurance pooling plan known as Co-
'Op Care c T . .

The WEA Tmst offers both poei—rateci and experzence-mted options for the Wisconsin
school districts it serves. The 304 school districts that participate in WEA Trust’s insurance pool
receive a pool-rated premium. A pool-rated premium is based, as the name suggests, upon the
health claims experience of all of the school districts in the pool. In contrast, the 53 WEA Trust
school districts that do not participate in the pool receive an experience-rated premium that is
largely based on their individual claims experience.

WEA Trust’s pool-rating system dampens the volatility of health claims experience and
provides pohcvholders with the rate stability of a very large group. Health claims experience for

smaller:groups is hlgh'iy variable from year 1 10 year, and smal’i groups are sub;ect to more sudden L

“and significant shifts in their claims experience. Large groups do not-suffer such volatile shifts;
thus, the pool protects small and medium-sized districts from large swings in their annual
premium rates. WEA Trust is also able to offer pool-rated districts coverage options that
normally are only available to larger employers.

The WEA Trust pool was structured in 2 way that made individual district claims
experience data irreleévant. Each district routinely receives comprehensive information about the
claims experience of the entire pool - that is, the experience upon which their insurance premium
1s actually determined. If a pool-rated school district specifically requests its individual district
claims experience, WEA Trust will provide the district with that information. At the time of the
district’s next policy renewal, however, that district will only be offered a premiwn based upon
the district’s own individual experience rather than a pool-rated premium. The School
Admmistrators Alliance, as part of their testimony, proposed the creation of a statutory
requirement that all districts, including those enrolled in a pool-rated plan, receive their
individual claims experience “without consequence.”

An essential component of the thirty year success of WEA Trust’s insurance pool is the
requirement that pool-rated school districts waive their right to receive individual claims
experience. If WEA Trust provides pool-rated school districts with their individual claims
experience, and allows them to later renew their insurance as part of the pool, then school



. districts with short-term “good” experience (the healthier groups) almost certainly would leave
the pool. At the same time, the retained risk of the pool actually increases because schools with
“worse” than average experience will choose to remain in the pool. At the next renewal, WEA
Trust would be forced to raise premiums to account for both the increased risk and the likelihood
of additional departures. Then even more schools will leave during that policy period with the
cycle continuing until the pool dissolves. When the pool-rated option is gone, small schools
would be exposed to the same crippling premium spikes that private sector small employers
currently experience.

As of June 2004, the WEA Trust provided health insurance coverage to 357 school
districts, or roughly 80% of the districts in Wisconsin. According to figures provided by the
WEA Trust, an additional 8% of the districts are self-insured; 6% are insured by either WPS or
Blue Cross Blue Shield; and, the remaining 6% of districts obtain insurance through other means,
including the state pool for local employers.

Below is a breakdown of WEA’s member districts:

" WEA Traust School Districts — Health Insurance

Groups Percent of | Subscribers | Percent of

Groups Subscribers
Experience-rated 33 14.8% 27,607 43.7%
Pool-rated 304 85.2% 35,593 56.3%
| Total .. : 357 - 100.0% . 63,200 100.0%

In testimony before the Senate Select Committee on State and Local Government
Relations, WEA Trust also noted that school districts should be able to obtain a premium quote
from other insurance carriers without presenting their individual claims experience. Information
related to the gender, age, and geographical makeup of a district should assist most credible
insurance carriers in preparing such a premium estimate.

In 2001, the state Office of Commissioner of Insurance issued a cease and desist order
compelling WEA Trust to release individual claims experience without consequence. The OCI
order, however, was overturned by the Dane County Circuit Court as inconsistent with the
statutes and good public policy. The Attorney General’s office reviewed the matter on appeal,
but voluntarily dismissed the case shortly thereafter.

The WEA Trust is aware of a variety of mechanisms employed for public school
employee health pools across the country. Some pooling plans, for instance, call for the
imposition of a termination assessment when a district seeks to leave a pool. Conversely,
Tennessee’s voluntary pool for school districts currently uses a single rate, but acknowledges that
anti-selection is starting to occur there and that an experience rated option may need to be
considered.






Vaughn L. Vance
Director of Government Relations
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Some facts about the WEA Trust

he WEA Trust {the Trust} is a not-for-profit
l rrust and insurance company that was
_ created by WEAC in 1970 to provide
insurance and benefit plans for public school
emplovees and their families. The Trust, just like
all insurers in this state, is regulated and carries

reserves as required by the Office of the
Commissioner of Insurance {OCE).

The Tmsts stmcmre is unique. am@ng unions that L

- have theirown insurance plans, Spemfically
" WEAC structured the WEA Trust to operate -

o independently of WEAC and to be free of any ’"Oﬂﬂiut&'

of intevest or even the appearance of a conflict. In
brief, WEAC can get NO money from the Trust, nor
does it control benefit payments.

The Department of Public Instruction reports that
Wisconsin has 151,000 active public school
employees. The Trust currently insures less than

' “half of that total. ‘While the Trust is the health

insurer-of about 80% of the state’s school districts,

most of them are the small to mid-sized districts.
Of the state's 50 largest school districts, which total
539% of the stare’s enrollment, the Trust insures 25

- districts.

All school districts in Wisconsin have available to
them a choice of the full array of insurance
products currently available through the
commercial market, as well as the option of
participation in a health coverage plan through a

program offered by the Group Insurance Board.
(Monona Grove has been a participant in the state
plan since 1998.} Additionally, many larger school
districts self fund their health care. '

Of the 433 school groups in Wisconsin, 357 have
chosen the Trust through bargaining. Some of
those not covered through the Trust include:

Beloit . Ma&;son Metro Racine .
Chippewa Falls  Manitowoe - Sheboygan
Eau Claire ~  Menasha - . Wauwatosa
Green Bay Milwaukee - Wausau
Janesville Neenah West Bend

Most insurance companies are in the business of
collecting premiums, paying claims, and making a
profit. The Trust offers an alternative
commercial products, operating less expensively
because it is not for profit and does not pay

dividends ro stockholders or commissions to agents

or-brokers. Trist pians operate to return the
maximum amount of benefits to members. Over its
history, the Trust health plan has retumed about 93
cents out of every premium dollar in the form of
benefit payments—a number unmatched by any
other insurer. '

The Trust is a Wisconsin company. [t is here to
stay in Wisconsin. [t insures only Wisconsin
employees. Because of its status as a trust, it is
never seeking to sell itself to a national entity. It is
never looking to increase profits.

continued . . .




The Trust prides itself on excellent customer
service. The Trust consistently has the fewest
number of complaints filed with the Office of the
Commissioner of Insurance (OCl) compared with
any other insurer.

Comparison of OCI complaings for 2002:
Individual insurers vs. state average

WEA Trust l

State Average
i

i
008 |

Biue Cross

WFS

Cumplaings per $100,000 of premium written
Source: Office of the Commissioner of Insurmce

In contrast to the universal complaints of endlessly
waiting to reach a real person at an insurance
company, the average call to the Trust is answered
by a real person in less than 10 seconds.

Because of the high satisfaction level of its insureds
and irs high retention rate, the Trust has a long-
term perspective and can afford to engage in long-
term efforts to improve the health of its members
and control costs.

Cctober 2003

Trust innovations

¢ Ten vears ago, the Trust was a pioneer in scientifically
researching and proving that individuals who have
timely access to medical information can make
informed, cost-effective health care decisions. The
study eamed the Trust the prestigious C. Everett
Koop National Health Award in 1995,

* The Trust was the first to offer prescription drug
coverage as a standard benefit under its health plan.

¢ The Trust health plan covered psychiatric and
chiropractic services long before the law required
insurance companies to offer such benefits.

* The Trust was the first insurer in Wisconsin to
cover transplants as a standard benefit.

¢ The Trust focuses on real long-term solutions to
the health care cost crisis and knows that its
members have to assume major responsibility for

~their health. The Trust recently created Partners
in Health, a unique interactive program designed
to work closely with school districts and insured
participants to encourage members to take
responsibility for their own health and educate
them to become better consumers of health care.

The Trust is an excellent example of what can be
accomplished when the focus is on both immediate
and long-term member needs rather than on
quarterly profits.




The New Wisconsin Idea
A Plan of Health Care Reform for Wisconsin

. By Al Jacobs
Executive Director,
WEA Trust

Fisconsin has a proud frodition of leading the
notion in key refcrm arsas. Inspired by “The
{  Wisconsin Idea,” Wisconsin developed the
nation’s first worker’s compensation low and its first

. unemployment compensation low. It is fime once ageoin
s for Wisconsin fo !ead ?he nation, - ﬂ"ut time in heoIfH
care r-=§orm‘ '

_-The'hecffh care cost crisis we face today is far, for worse

" than most people redlize. lts solution will require
fundamental reform of the health care delivery ond
finoncing systems. And although reforming the health
- care system is a daunting task, it is a fask we must
underfake.

We can no longer afford fo squander the state’s precious
resources on o broken health care system. If we can

L goin, soniroi .over our heaith care costs, Wisconsin
“businesses can gain o camwemxve gdmnmge over

“businassasfrom other siates.

it is now time for The New Wisconsin Idea. It is now

time for us to take the lead in soiving the state’s health
© care cost crisis, f government, businesses, physicians,
hospitals, insurers, and residents work together, we con

*reform the heaith care system in Wisconsin.

| have proposed four reform measures that, combined
with an appropriately designed health plan, can have a
profound impact on the problem.

Reform 1: Siaiewide, Evidence-
based Prescription Drug Purchasing

This past year the WEA Trust spearheaded the creation
of WisconsinRx, o statewide, not-for-profit, cooperative
drug purchasing group.

WisconsinRx will work with the state’s physicions and
pharmacists fo create an evidence-based preferred
drug list independent of special interesis. Wisconsinkx
is availoble on equal terms to clf state businesses, large
and small — the same greot deal for ofl.

WisconsinRx will not only reduce drug costs, but it will
also enhance the safety and improve the hegith of ol
Wisconsin citizens.

Reform 2: Centralized Transaction
Processing

The current health care system is a fragmented mess.
Providers and payers must deal with blizzards of
paperwork, reguiations, coding and medical ﬂecessny

‘stondards, discount crmngemeﬁ‘fs ;,{eoen%almg

r@outr@mnnfs, and sc on. " Those who use the Haahh
care system have litle undersmr}dmg of how the sysfem
functions, and as a result are often cought in the
middie of disputes between their insurers and their
providers. Because of this fragmeniation, we waste
hundreds of millions of dollars each year on
duplication of efforts and adminisirafive waste. A
centralized fransaction systern con save much of the
waste,

We also lack an organized means of retrieving and
analyzing deta fo improve. population heclth through
thee development of better standards of care and bafter
physicion performance. To remedy this, we propose the
developmant of a center for evidence-based medicine
and a center for public health.

Reform 3: Transparency of Health
Care Cosis

Under the current health care system, neither pofients
nor their doctors know what any particular medical
procedure costs or how much the potient’s health plan
will pay for i1, This is o major problem, and it stems
from the foct that medical fee schedutes bear litfle
resemblance to each other from one provider fo
ancther, In addition, discount arrangements are often
unknown or hard to figurs out. This makes comparison
shopping virfually impossible.

Wa can reform this system by establishing a relatfive
value fee schedule., Providers would be free to declare
the percent of the schedule ot which they will sef their
fees (e.g., 90%, 100%, 115%, etc.) ond would be
required fo charge every potient the same amount for

EXEC/30G7-080-0304



their services. |n oddifion, insurers and health plans
would be reguired to set their reimbursements as o
uniform percentage of this schedule. In this way, cost
_shifting, which odversely impocts our small businesses
-and residents without insurance the most, would be
eliminated. Additionally, patients and thair doctors
would know, in advance, what procedures cost and
what the patients’ heaith plans will poy for.

Becouse the marketplace has not fixed tself, we need
some legislafive support. We hove helped fo droft &
number of legislative proposals thot address the issues
of transparency and public disclosure. Although none
of them as yet oddress all of our concerns, we are

: -moksng progress.

I We must bhine a bright - 193”11” on hezi’rh care cosfs and

_ the outrage of cost shifting cgainst those least oble fo
* . pay for health care. “We must crecte a’mare open and
honest health care marketslace to help doctors and
their patients better understand the cost of haclth care
services 50 thay can better evaluate the value of these
sarvices.

Reform 4: Health Care Accessibility
We hove all heard thot “an ounce of prevention is
~worth a pound of cure.” Unfortunately, when if comes
“to health.care for ?he poot, we sgmpiy do not: D"BC‘!CE '
-what'we preach. - Too ofien; we do not ded! with the
heaith care needs of the poor uniil they appear in our
smergency rooms or hospital beds, offen with high-cost
consequences.

- On the other-end of the specirum, small businesses
swoon under rate increases brought ohout by
catastrophic claims, with both individuals and groups
losing covercge os o resull. The Lecplrog Group
provides solid evidence that facilities doing many high-
cost procadures do them better and more successfully
than facilifies that do fewer; vet, in Wisconsin, we
continue fo see o proliferation of centers performing
open-heart surgeries, fransplants, and other high-tech
procedures. Because experfise is never fullv developed,
the result is poorer quality and higher cost
If we are to mest the future health care needs of ofl
citizens, we can toke fwo important steps.  First, wa con
craats o health progrem to provide every resident o
basic level of preventive health core. Such a plan
would cover routine physical exarms, immunizotions,
and evidence-based diagnostic procedures suitable to a

person’s age, gender, and family health history. The
nlan would provide pre- and post-naial care and
maintenance medications {insulin, blood pressure
drugs, efc.}.

Second, we can develop a “cenfers of excellence”
program for high-cost procedures such s transplants,
open-heart surgeries, advanced cancer care, stc.

Such ¢ program could both reduce costs ond improve
outcomes. The state would define the coverad services
and would negotiate reimbursement rafes and monitor
the quality of the doctors and facilifies sefected o
provide high-cost care.

A stote plan that covers preventive and cotastrophic

core leaves o significant role for conventional-health -
Jinsurence 7o fill. At the some fime,the plan would

increase the availability and reduce the total cost.of
insurance plans in the stote. :

Together, these reforms would lower overall health care
cosfs given the impact that preventive care would have
on future costs and the impact that a centers of
excellence program would hove on cotastrophic core.

Changes in Health Plans

In addition to these reforms, we need 1o find ways o

‘change the way. we design our. heal?h plons. :
“Specifically, we need health plans that foster honest

competition omong provider systems within the health
care delivery system. We need fo reward thoss
providers who provide quality, cost-effective care and
pendlize those who do not. We need fo design plans fo
make our citizens more accouniable for their lifestyle
choices and their haalth care purchosing decisions. We
need to hold providers cceounfoble not only for their
prices but also for their efficiency and effectiveness, and
we nesd fo moke cifizens more coeountable for the
hegith costs they generate. Combining truly competitive
health plans with our four reform measures will go o
long way fo reforming Wisconsins health care system.




R TRUST B

| The N@W ”Wiscor?sih idea
A Health Care Reform Plan for Wisconsin

R_efai*m 1: Siaieﬁ&ide? Evidence-based Reform 2: Centralized Transaction

Prescription Drug Purchasing

m "_%%ifs;cggséaﬁ{x launched
September 2005

# Evidence-based preferred prescription

drug list developed by independent
Wisconsin physicians and pharmacists

Statewide purchasing

Volume discounts

Education of doctors and the public
Improved prescription drug safety
Reduced drug costs

¢ @ & ¢ @

Reform 3: Transparency of Health

Care Cosis

® Establish a standardized fee schedule

® Providers charge a uniform percent of
the schedule for all patients

# Insurers pay based on a uniform
percent of the schedule

Processing
Payments
‘/"——‘—_ T ————
Payers

Providers

? Coding review
Medical necessity/appropriateness .
& o
ﬁ‘e% Data o
QG{— QG

Data Analysis | center for
Public Health

Center for
Evidence-based Medicine

« Standards of care

« M.D. cradentialing and
continuing education

+ Quality improvement
and reporting

* Rx formulary

* Public education
« Bisease management
* Prevention

Provider charge Health Plan
Dr. A 115%
Dr. B 105% Insurer pays up to
Pr. C 100% : 95% of schedule
Dr.D 95% g
4

Dr.E 90% )

Patient

If patient selacts Dr. A, she must pay 20% of costs in
addition to any applicable deductibles or coinsurance, i
she salects Dr. D. or Dr. £, only her deductible and
coinsyrance costs apply.

Proposed by Al Jacobs, Executive Director, WEA Trust.

Reform 4: Heaith Care Accessibility

@ State covers preventive care”
» Immunizations, pre- and post-natal
care, physical exams, maintenance
medications

& State covers catastrophic care”

» Transplants, neonatal care,
advanced cardiac and cancer care,
and other high-cost care that would
be delivered through a centers of
excellence program

* Plan would cover all state residents who meat mirdmum
residency requirements,

rophic coverage ¥

' Private State
insurance covers
covers A

ine care —i
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. ..P.0. Box 7338 » Madisen, WI 58707-7338

45 MNob Hilf Road « Madison, W) 53713-3859
Voice/TDD: (608) 278-4000 « {B0O) 272-4000

Fax: (60B) 276-9118 « Web site: www.weatrust.com

SENATE BILL 241: A HUGE FINANCIAL
(GAMBLE FOR SCHOOL DISTRICTS

For over thirty-five vears, the not-for-profit
WEA Trust has provided school districts with
a unique health insurance risk-sharing pool
that has brought significant premium stability
to small and mid-sized districts throughout
Wisconsin.  Today, more than 300 school
districts from across the state haife

volumarzly joined rogether in this. pool: 10

reduce their risk and to improve the. ,Stabzizw
of their health insurance costs.

» SB241 does nothing to address the
underlying causes of rising health

care costs. Elimination of the WEA
Trust health insurance risk-sharing pool
increases the volatility of health care costs
for districts but does nothing to address
the rea} causes of the health care cosi
crisis. The WEA Trust has offereda
fundamental health care reform package
known as The New Wisconsin Idea that
offers a road map to reduce administrative
waste, improve quality, and expand access
to health care for all Wisconsin citizens.

» Current law fosters competition
and options in the school health

insurance market. School districts
currently have a wide variety of options
when it comes to providing their
employees with health insurance. Some
districts, through the collective bargaining
process, choose the WEA Trust to provide
their insurance benefits. Others have
joined the state’s local employers™ pool,
purchased benefits from other insurance
companies, or opted to self-insure.
Districts can and do change their choice
of health insurance provider based upon
market conditions.

» SB241 would expose school
districts to wild premium
fluctuations. If SB241 is enacted, the
WEA Trust will not be able to continue
offering a pool-rated option to its smaller,
most valnerable school district chents _
Without the protections of the pool, even
a single high-cost claim could result in
wild premium increases for small
districts. Such premium fluctuations
would make long-term budgeting
impractical. Under the state’s QEO law,
wild premium fluctuations would also
likely result in district referendums, salary
rollbacks, and the inability to establish
long-term budget stability.

» The WEA Trust’s release of
claims experience data is
consistent with the state’s local

government pool. Every year, the
WEA Trust releases comprehensive data
on the claims experience most directly
related to rate increases applied to
members of the pool. In fact, the Trust’s
release of information is consistent with
the operational standards employed by the
state in its own local government pool.



Like the WEA Trust, the Department of
Employee Trust Funds does not release the

claims experience of individual groups within

its pool, ‘To do so would result in the
destruction of the pool altogether. In

addition, small group claims experience is of
little value in “predicting future rates given the

expect_f_z_d v_ﬁlaﬁ_ﬂzty '_

ABOUT THE WEA TRUST: The WEA
Trust is a not-for-profit health insurance
company that has been serving public school
employees for over 35 years. Our value to
taxpayers and public school employees
throughout the state 1s well docomented.

[ ]

Throughout its history, the WEA Trust has
returned more than 93 cents of every dollar
to school districts in benefit payments.
As a percent of premium, the adminisira-
tive costs and complaint ratios for Trust
plans are far below the industry standard
Today, the WEA Trust offers many
cost-saving options to school districts. In"~
the Tast bargaining cycle alone, our
districts adopted cost-saving measures
netting more than $50 million in health
Care savings.
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