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[bookmark: _Toc448905184][bookmark: _Hlk87619665]Appendix 1 - ETD0055
Income Continuation Insurance 
Scope of Work & Technical Questionnaire  

Review the background and scope of work and then provide responses to this technical questionnaire.
[bookmark: _150E_Data_Submission][bookmark: _150D_Data_Warehouse]1.0 Income Continuation Insurance Program Background
[bookmark: _Hlk149114304]The Income Continuation Insurance Program (Program) is a voluntary, self-insured, income replacement program available to all Wisconsin Retirement System (WRS) enrolled State Employees and Employees of all Wisconsin Local Government entities that resolve to participate in the Program. The Program is authorized by Wisconsin Statute §40.62 and is currently administered by The Hartford Life and Accident Insurance Company. The Program offers both short-term and long-term benefits for Employees who develop disabilities that prevent them from working, either temporarily or permanently. There is a Program for State of Wisconsin (State) and University of Wisconsin (UW) Employees and a separate Program available for eligible Local Government Employees. Participation in the Program is mandatory for all State Employers. Participation in the Local Government Program is voluntary for Local Employers. As of the beginning of 2023, there were a total of 309 Employers participating in the Local Program. As of April 2023, there were 41,799 insured Employees in the State Program and 13,089 insured Employees in the Local Program. 
The Program will pay benefits to any insured individual who becomes disabled while employed by a WRS participating Employer. The Program will pay up to 75% of the Employee’s 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. 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. Premiums are paid entirely by the Employee.[footnoteRef:2]  [2:  In November 2022, the Group Insurance Board approved changes to both Programs that eliminated Supplemental Coverage and increased the level of earnings covered under Standard Coverage to $120,000 of annual earnings. This change is applicable on February 1, 2024, when new premium rates become effective.] 

Program benefits continue until a recipient turns age 65 (with some exceptions), recovers, returns to full-time work, or dies, whichever occurs first. A $75 supplemental benefit is added to the monthly benefit amount when the benefit transitions to long-term ICI after one year.
Program benefits will begin after a State Employee serves an elimination period or exhausts sick leave up to a maximum of 130 working days, whichever is longer. All State Employees (other than Universities of Wisconsin (UW) faculty and academic staff) have a 30-calendar day elimination period. UW faculty and academic staff choose an elimination period of 30, 90, 125, or 180 calendar days.
Local Employees, like UW faculty and academic staff, select their own elimination period, up to 180 calendar days. The Local Program does not require Employees to exhaust sick leave prior to receiving benefits.
In the State Program, premiums are determined by an Employee’s salary and amount of accumulated sick leave. The Employee’s accumulated sick leave level determines which of the six premium rate categories they fall into. ICI premiums for UW faculty and academic staff are determined by the Employee’s salary and the Employee-selected elimination period. Premiums for Local Employees are also based on an Employee’s salary and Employee-selected elimination period. 
Employer contributions to the State Program are based on percentages established in Wis. Stat. §40.05 (5). The Employee share of the premium is determined by reducing the total premium by the Employer share. The highest rate category, Category 6, is 100% paid by the Employer. For UW faculty and academic staff and for Local Employees, Employers pay 100% of the premium for a 180-calendar day elimination period. If an Employee enrolls 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 with the WRS.
ICI benefits will not duplicate certain benefits available from other sources, including the WRS, Social Security Administration, workers’ compensation, and unemployment compensation. Duplicate benefit payments must be paid back to the Program. 
As of December 31, 2022, there were approximately 1,000 State claimants and 120 local claimants receiving an ICI benefit. 
The Program paid $21.3 million in benefits in 2022.
The Program is funded by premiums paid by Employers, Employees, and investment earnings. Premium rates are determined by an annual actuarial valuation and approved annually by the Group Insurance Board. Experience studies are also performed where actuarial assumptions and methods are reviewed and compared to actual experience. 
The following materials are referenced to assist Proposers.
	Document 
	Web Address

	State ICI Program
	State ICI Program (etf.wi.gov)

	Local ICI Program
	Local ICI Program (etf.wi.gov)

	ETF Memo to the Group Insurance Board on Acceptance of State and Local Income Continuation Insurance (ICI) Actuarial Valuations
	GIB 7 - Memo - Acceptance of State and Local ICI Actuarial Valuations - 05.17.23 (wi.gov)

	ETF Memo to the Group Insurance Board on the ICI 2017-2022 Experience Study
	https://etf.wi.gov/boards/groupinsurance/2023/05/17/gib6/direct



2.0	Scope of Work for Income Continuation Insurance Audit
This actuarial audit shall provide an independent verification and analysis of the assumptions, procedures, and methods used by the Department’s consulting actuary, Milliman, for the Actuarial Valuation of the State Income Continuation Insurance (ICI) Program as of 12/31/2023, the Actuarial Valuation of the Local Income Continuation Insurance (ICI) Program as of 12/31/2023 as well as the most recent experience study conducted in 2023. The verifications will consist of full replication of the actuarial valuation, based on the same census data, assumptions, and actuarial methods used by the consulting actuary. In addition, the reviewing actuary will examine the consulting actuary’s methods and assumptions for reasonableness and consistency, including an independent review of the experience study performed by the Department’s consulting actuary. As part of the independent verification analysis of the actuarial valuation, the actuarial audit may include the following elements and activities:  

a) Data Validity 
Assessment of the validity, completeness, and appropriateness of the demographic and financial information used by the Department’s consulting actuary in the valuations (both State and Local) of the Income Continuation Insurance Programs and its appropriate inclusion in the actuarial valuations. 

b) Actuarial Valuation Method and Procedures 
Assessment of whether the actuary's valuation method and procedures are reasonable and consistent with generally accepted actuarial standards and practices; are appropriate for the ICI Program structure and funding objectives; are applied as stated by the actuary; and incorporate all statutory requirements governing the Income Continuation Insurance’s Program for both the State and Local Programs.
If deviations from accepted actuarial standards are found during the audit, the Contractor should obtain the rationale for the deviations and determine their effects. Further, the Contractor should review and assess steps the consulting actuary has taken to implement applicable Actuarial Standards of Practice.  

c) Actuarial Valuation Assumptions 
Assessment of whether the actuarial valuation assumptions are reasonable and consistent with generally accepted actuarial standards and practices; are reasonable based on the ICI Program experience; and are appropriate for the ICI structure and funding objectives. There should be a review of the assumptions/methods in the experience study.
As part of this assessment, the Contractor should also consider and specifically address whether actual experience is appropriately evaluated in experience studies conducted by the Department’s consulting actuary and whether these experience studies support the actuary's decisions to change or maintain certain assumptions.  
If the Contractor recommends assumption adjustments to more accurately reflect present and future assets, liabilities, and costs of the ICI Program, the Contractor must provide a detailed rationale for their recommendation and describe the general effect on the condition of the ICI Program resulting from the proposed changes in assumptions.  

Anticipated Work Product: The Contractor shall submit an electronic copy of the final written report and a PowerPoint presentation regarding the final report to the Department. The final written report and presentation will be distributed to the Group Insurance Board and to any other persons upon request. The report and presentation will be subject to disclosure under Wisconsin open records law. The Department reserves the right to use and reproduce all reports and data produced and delivered pursuant to any contract, including publication of the report on the Department’s website, and reserves the right to authorize others to use or reproduce such materials. 

The final written report shall include, at a minimum: 
1.	An overall opinion as to the reasonableness and accuracy of the actuary's conclusions and the conformance of the actuary's work with generally accepted actuarial standards and practices.
2.	An overview of the scope of the review, including a brief description of the procedures performed to arrive at the conclusions reached or recommendations for improvement.
3.	A detailed description of each audit exception and the estimated effect of each exception.
4.	Any recommendations for improvement. 

Timing of Audit Services: The December 31, 2023, actuarial valuation will be available for audit following the May 23, 2024 Group Insurance Board meeting. Following preparation, review, and discussion of a preliminary report with the Department as described below, the final written report and presentation must be submitted to the Department by October 11, 2024 for presentation at the November 13, 2024 Group Insurance Board meeting. 
[bookmark: _Hlk153108557]A second audit is anticipated five years later, in 2029 if an option to extend the Contract is granted by the Board and the scope of work and pricing is agreed to by the parties in a contract amendment. 

Briefings: At a minimum, the Contractor should be prepared to make the following briefings via conference call:
1. 	Audit progress reports to Department staff, upon request. 
2. 	Presentation of the content of the preliminary and final report drafts to the Department and the Department’s consulting actuary.
3. 	An in-person educational briefing and explanation of the final audit report at the November 2024 Group Insurance Board meeting

Exit Conference: In addition to the briefing of the preliminary report with the Department, the Contractor may be required to attend an exit conference to provide an opportunity for the Department’s consulting actuary and Department staff to discuss the preliminary report with the Contractor. The purpose of the exit conference would be to identify possible errors in the report and discuss the findings and recommendations. 

Workpapers: As part of reviewing the results of the audit, the Department may review and duplicate workpapers prepared by the Contractor. The Contractor also shall be available to answer Department staff questions. 

Project Execution and Administration: The Contractor will be responsible for arranging needed meetings with the consulting actuary and the Department. The Department will designate a liaison to assist in scheduling these meetings. The Contractor will be responsible for all travel arrangements and expenses, and clerical support. No Department staff will be involved in conducting the field work, analysis, or writing of the required reports.

3.0	Technical Questionnaire
This section is scored. It is worth 900 maximum points. See RFP Section 7. 
 
a) Executive Summary 
Provide a narrative summary of the Proposal being submitted. This summary should identify all the services and work products that are being offered in the Proposal and should demonstrate the Proposer’s understanding of the project.  
 
b) Proposer Capabilities and Experience: 
Describe the Proposer’s capabilities and recent experience (during the last two years) in performing actuarial valuations, actuarial audits, or studies of public employee benefit programs. The Proposer should include information on the types and sizes of similar public employee benefit programs for which past work has been performed, including the following information about each system: 
· The types and number of participating employers; 
· The types and number of participants; 
· The type of services provided and the number of years the services were performed; and 
· Other relevant indicators of plan type, size, and comparability to the Wisconsin Income Continuation Insurance Program. 
The Proposer is advised to be as complete as possible in describing all valuations, actuarial audits, or studies of public employee benefit programs it has completed in the last two years. The Proposer is encouraged to highlight work performed for programs having qualities comparable to the Wisconsin Income Continuation Insurance Program. 
The Proposer should include other information it believes may be relevant in demonstrating its capabilities in performing each actuarial audit, including other professional experience and data processing capabilities, and experiences related to performing actuarial valuations or actuarial reviews. 
In addition to the above, the Proposer should describe any circumstance where Proposer’s organization has been removed or replaced from an audit engagement within the last 5 years. If none, please state so. 

c) Staff Qualifications: 
Describe the qualifications of all management and lead professional personnel who will participate in each component of the actuarial audit, include:  
1. a resume; 
2. a summary of experience each has had in performing actuarial valuations, actuarial audits or studies of public employee benefit programs, as well as any relevant continuing education; and  
3. a management plan identifying the responsibilities each will have on the audit and the percentage of the audit each is anticipated to complete.  

The resume should include information on the current and past positions held with the Proposer, educational background, actuarial and other relevant credentials, and other relevant information to demonstrate the personnel’s qualifications.  

The experience summaries should include information on the types and sizes of public employee benefit programs for which the designated staff have completed actuarial work, including the types and number of participating employers, the types and number of participants, and other relevant indicators of plan type, size, and comparability to the Wisconsin Income Continuation Insurance Program. The Proposer is encouraged to highlight work performed for public employee benefit programs having qualities comparable to the Wisconsin Income Continuation Insurance Program, as well as actuarial reviews performed that are similar in scope to those being requested in the RFP. The Proposer may reference rather than repeat, duplicative information provided in the PROPOSER EXPERIENCE section. The experience summaries also should describe the work performed and detail the roles and responsibilities the individual staff had on the projects as well as relevant continuing education. The Proposer is advised to be as complete as possible in describing all actuarial work on public employee benefit programs, specifically experience with a full replication audit, completed by designated staff during the last two years.  

The management plan should specify the roles and responsibilities that each of Contractor’s management and professional staff who will work on the actuarial audit for the Department and include an estimation of the percentage each will contribute to the total audit. Include how long the project team has been working together. The management plan should also include how a possible departure of key professionals assigned to the actuarial auditing project would be handled. 

In the event a proposed Contractor staff person must be replaced, the replacement must meet the same standards as outlined in the RFP and be acceptable to the Department. Failure to provide a new replacement acceptable to the Department will constitute a breach of the Contract. 
 
d) Proposed Methodology, Work Products, and Timeline: 
Describe the proposed methodology for addressing each of the components of the audit specified in Section 2.0 Scope of Work. The description should include specific techniques that will be used, including proposed sources of data and information. Proposers may propose alternative ways of addressing the elements of the audit scope.  

In describing its proposed methodology, the Proposer should identify the type and level of assistance the Proposer anticipates needing from Department staff and the Department’s consulting actuary, including assistance to understand the operations and records of the Wisconsin Income Continuation Insurance Program; to understand the actuarial assumptions, methods, and procedures; and to access, obtain, and analyze information needed for the audit. The Proposer should identify meetings and interviews it anticipates needing with Department staff and Department’s consulting actuary.  

Describe the final work products, including written reports, briefings, and availability of the workpapers as described in Section 2.0 Scope of Work. Include two or more examples of work product for actuarial valuations, actuarial audits, or experience studies of similar programs that may help to illustrate the proposed methodology and final work product.  

Provide an estimated timeline for completion of the work that includes each stage of the process and the date the final reports will be submitted considering the timeline provisions outlined in this Appendix. 

e) Additional Information: 
Include additional information that will be essential for the Department to understand the Proposal. This may include changes you would suggest to the scope of work, diagrams, excerpts from reports, or other explanatory documentation that would clarify and/or substantiate the Proposal. Any material included in this section should be referenced elsewhere in the Proposal. 
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