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Public: Others (Unidentified):
Chad Freymiller’, Jim Guidry 5 individuals connected via telephone

Mr. Day, Chair, called the meeting of the Group Insurance Board (Board) to order at
8:30 a.m.

ANNOUNCEMENTS

Mr. Voelker made the following announcement:
e Peter Rank had accepted the position of ETF’s new chief legal counsel in the
Office of Legal Services.

Ms. Walk made the following announcements:
¢ Introduced the newest board liaison, Lisa Watts.
e The health plan that applied to be part of the Group Health Insurance Program
(GHIP) withdrew its application, so that item was removed from February 26
meeting agenda.

CONSIDERATION OF OPEN AND CLOSED MINUTES OF NOVEMBER 13, 2024,
MEETING (Ref. GIB | 01.15.25 | 2A)

MOTION: Mr. Fields moved to approve the open and closed minutes of the
November 13, 2024, meeting as presented by the Board Liaison. Ms.
Thompson seconded the motion, which passed unanimously on a voice vote.

ELECTION OF OFFICERS (Ref. GIB | 01.15.25 | 3)

Mr. Day announced that the current Board officers were Herschel Day as chair, Nathan
Houdek as vice chair, and Nancy Thompson as secretary.

Mr. Day asked for nominations for the secretary, vice chair, and chair of the Board.

MOTION: Ms. Flogel moved to nominate the following slate of officers: Nancy
Thompson as secretary, Nathan Houdek as vice chair, and Herschel Day as
chair of the Board. Mr. Fields seconded the motion, which passed
unanimously on a voice vote.

MOVE TO CLOSED SESSION

Mr. Day announced that the Board will be meeting in closed session to hear
recommendations from the evaluation committee to administer the contract for the
Pharmacy Benefit Programs. The Board will vote to reconvene in open session
following the closed session.


https://etf.wi.gov/boards/groupinsurance/2025/01/15/gib2a/direct
https://etf.wi.gov/boards/groupinsurance/2025/01/15/gib3/direct
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MOTION: Ms. Thompson moved to closed session pursuant to the exemption
contained in Wis. Stat. § 19.85 (1) (e) to deliberate or negotiate the investing of
public funds or to conduct other specified public business, whenever
competitive or bargaining reasons require a closed session. If a closed
session is held, the Board may vote to reconvene into open session following
the closed session. Mr. Keenan seconded the motion, which passed on the
following roll call vote.

Ayes: Day, Fields, Flogel, Hillson, Houdek, Keenan, Lounsbury, Pahnke,
Thompson, Ugoretz.

Nays: None.
The Board convened in closed session at 8:37 a.m.
The Board returned to open session at 9:07 a.m.

ANNOUNCEMENT AND VOTE ON BUSINESS DELIBERATED DURING CLOSED
SESSION DISCUSSION

Announcement of Business Deliberated During Closed Session Discussion

Mr. Day announced that the Board met in closed session and heard recommendations
from the evaluation committee to administer the contract for the Pharmacy Benefit
Programs.

Vote on Issuance of Letter of Intent to Award Contract for PBM resulting from RFP
ETC0049

MOTION: Ms. Hillson moved to grant authority to the ETF secretary to issue a
letter of intent to award a contract to manage the Third-Party Administrative
Services for the State of Wisconsin Pharmacy Benefit Programs to Navitus
Health Solutions, LLC (Navitus) for a period beginning January 1, 2026,
through December 31, 2028, with two additional two-year extensions
permitted. In the event of failed or prolonged negotiations with Navitus, staff
will return to the Board with alternatives for contracting. Mr. Fields seconded
the motion, which passed on the following roll call vote.

Ayes: Day, Fields, Flogel, Hillson, Houdek, Keenan, Lounsbury, Pahnke,
Thompson, Ugoretz.

Nays: None.
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MOVE TO CLOSED SESSION

Mr. Day announced that the Board will be meeting in closed session to hear
recommendations from the evaluation committee to administer the contracts for the
Medicare Advantage and Medicare Plus plans under the Group Health Insurance
Program (GHIP). The Board will vote to reconvene in open session following the closed
session.

MOTION: Ms. Lounsbury moved to closed session pursuant to the exemption
contained in Wis. Stat. § 19.85 (1) (e) to deliberate or negotiate the investing of
public funds or to conduct other specified public business, whenever
competitive or bargaining reasons require a closed session. If a closed
session is held, the Board may vote to reconvene into open session following
the closed session. Ms. Flogel seconded the motion, which passed on the
following roll call vote.

Ayes: Day, Fields, Flogel, Hillson, Houdek, Keenan, Lounsbury, Pahnke,
Thompson, Ugoretz.

Nays: None.
The Board convened in closed session at 9:13 a.m.
Mr. Ugoretz left the meeting at 9:56 a.m.
The Board returned to open session at 10:23 a.m.

ANNOUNCEMENT OF BUSINESS DELIBERATED DURING CLOSED SESSION
DISCUSSION

Announcement of Business Deliberated During Closed Session Discussion

Mr. Day announced that the Board met in closed session and heard recommendations
from the evaluation committee to administer the contracts for the Medicare Advantage
and Medicare Plus plans under the GHIP.

Vote on Issuance of Letter of Intent to Award Contract(s) for Medicare Advantage and
Medicare Plus resulting from RFPs ETD0050-51

MOTION: Ms. Hillson moved to grant authority to the ETF secretary to issue a
letter of intent to award contracts to Sierra Health and Life Insurance
Company, Inc., dba UnitedHealthcare (UHC) for Medicare Advantage and
Medicare Plus plans under the GHIP for the period of January 1, 2026, through
December 31, 2027, with the potential for two additional extensions of up to
three years each for a maximum of five extension years as determined by the
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Board ending no later than December 31, 2032. Mr. Fields seconded the
motion, which passed on the following roll call vote.

Ayes: Day, Fields, Flogel, Hillson, Houdek, Keenan, Lounsbury, Pahnke,
Thompson.

Nays: None.

Absents: Ugoretz.

The Board took a break from 10:25 a.m. to 10:40 a.m.

GROUP HEALTH INSURANCE PROGRAM RESERVE STATUS (Ref. GIB | 01.15.25 |
12)

Ms. Walk and Ms. Klimke explained that the purpose of their presentation was to
provide an update on the status of the reserves of the GHIP in advance of the benefit
change and rate setting discussions for plan year 2026. They explained that the GHIP
reserve had been experiencing negative cash flows since Quarter Four in 2023. This
continued monthly throughout 2024. However, some months were positive due to timing
of receiving pharmacy rebates and subsidies at year end. Ms. Klimke explained that the
GHIP was using cash from the Core Trust Fund to pay premiums and claims. This will
result in the GHIP being allocated negative earnings for 2024.

Ms. Klimke summarized the factors contributing to the current status of the GHIP
reserve. These included the following:
e Reserves projected on an accrual basis (i.e., considering receivables which is
cash to be received in future) versus cash basis.
e Pharmacy costs continue to increase (and actual costs have been greater than
projected).
e 2023 rate buy-down of ~$91m.
o 2024 rates did not include any cash buy-up.
e Reserve policy did not address negative cash position or being below a minimum
cash target.

Ms. Klimke explained that up through calendar year 2022, the cash balance of the GHIP
reserve remained high. However, the reserve decreased throughout 2023, driven by the
approximately $91 million buy-down approved by the Board. She referred the Board to
“Chart 1. Health Funds Cash Balance, Calendar Years 2022—-2024" on page 2 of the
memo, which illustrated the monthly cash balance of the reserve from January 2022
through November 2024. She noted that the net position as of December 31, 2022, was
$149.6M, and the net position as of December 31, 2023, was $46.5M. December 2024
was not available, but ETF staff projected it to remain negative.


https://etf.wi.gov/boards/groupinsurance/2025/01/15/gib12/direct
https://etf.wi.gov/boards/groupinsurance/2025/01/15/gib12/direct
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Ms. Klimke provided a break down the statement of net position as of December 31,
2023. She highlighted that a significant amount of pharmacy receivables would be
received over the next two years. She then provided an analysis of the statement of
change in net position. Ms. Klimke noted that contributions were less than benefit
expenses due to draw down (use of reserves).

Ms. Walk went through considerations for future rate setting discussions. She explained
that the Board had approved a premium stabilization credit (PSC) of 1.6% of average
premiums for the state group and 1.4% for the local group as a part of 2025 rates. This
charge was primarily intended to incrementally build the reserve to reach the target
range by the end of 2027. The PSC is estimated to result in approximately $17M
additional dollars in 2025. This will help to return the program to a positive cash flow
position. She reminded the Board that the contract with Dean Health Plan for the
Access and State Maintenance Plans includes a risk-sharing arrangement. As
discussed at the May 2024 Board meeting (Ref. GIB | 05.23.24 | 4), the Board was
projected to owe Dean another settlement payment for 2024. This is expected to be
another ~$8M that will need to be paid by the reserve. Additionally, at the May 2024
meeting, ETF provided information on administrative fee increases that are due, in part,
to the implementation of the Insurance Administration System (IAS) (Ref. GIB | 05.23.24
| 4B). These increases will continue to factor into rates in the coming years.

Ms. Walk said that ETF and Segal were working on additional projections for the
reserve that consider the monthly cash reserve needs and would use those projections
to inform the coming rate-setting cycle. ETF plans to bring a preliminary discussion of
rates to the Board at the February meeting. ETF will also review the Board’s health
insurance reserve policy and offer any appropriate changes for the Board’s
consideration at the May meeting.

Mr. Pahnke asked for clarification on timing, and when ETF will know when the GHIP
might experience a negative cash flow. Ms. Klimke responded that the financials for
2023 weren’t available until late into 2024. ETF was monitoring the GHIP reserve status
closely and performing monthly calculations. Ms. Klimke reported that eight of 11
months of data was available for 2024, and each of the eight months resulted in a
negative cash flow. At the end of December 2024, the cash balance was approximately
$12.5M.

The Board asked for more information on the 2024 incurred costs for pharmacy to be
provided in February. Board members were curious to know what ETF and Segal could
find that would explain why the projected claims and actual costs for pharmacy were so
different. The Board asked that ETF and Segal look at alternative information like cash
basis data to determine what the minimum balance would need to be for the GHIP to
stop having a negative cash flow each month.


https://etf.wi.gov/boards/groupinsurance/2024/05/23/gib4bppt2/direct
https://etf.wi.gov/boards/groupinsurance/2024/05/23/gib4bppt/direct
https://etf.wi.gov/boards/groupinsurance/2024/05/23/gib4bppt/direct
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The Board also requested that ETF and Segal take a historical look at projections for
pharmacy and reserve surplus. They asked that this be presented at the May meeting.
The Board also wanted an update on the projection of fees related to IAS.

OPERATIONAL UPDATES

Mr. Day observed that the only operational update included in the Board materials was
the “Proposed 2026 Meeting Dates” memo (Ref. GIB | 01.15.25 | 13A). Board members
were encouraged to notify the Board Liaisons if they had any conflicts with the dates
proposed.

ADJOURNMENT

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

The meeting adjourned at 11:07 a.m.
Date Approved: 2/26/2025
Signed: _Nency Tompasn

Nancy Thompson, Secretary
Group Insurance Board
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