EXHIBIT A

EMPLOYEE REIMBURSEMENT ACCOUNTS PROGRAM INFORMATION
This section is for informational purposes; no response is required.
Program Administration

The State of Wisconsin Employee Reimbursement Account (ERA) program is a flexible spending account plan authorized under Section 125 of the Internal Revenue Code and established by 1987 Wisconsin Act 399.  The ERA program consists of a dependent day care flexible spending account, a medical expenses flexible spending account, and an automatic premium conversion component that deducts State group life insurance, health insurance, EPIC dental/excess medical insurance, and Spectera vision care premiums from employees' compensation on a pre-tax basis.

The oversight authority for the ERA program rests with the Employee Trust Funds Board (Board).  The Program is administered for the Board by the Department of Employee Trust Funds (Department).  A third-party plan Administrator was secured through the competitive bid process in 1989, 1994, and 2000.  The Administrator is responsible for complete enrollment services, including development, production, and distribution of all enrollment materials, enrollment application processing, program communication to employees and employers, claims processing and reimbursement services for the dependent day care and the medical expense account portion of the program.  The automatic premium conversion component is self-administered through the State’s payroll processing centers.

Employee Eligibility and Participation

The ERA program is available to all full-time and part-time, classified and unclassified State and University employees.  Employees who are classified as fellows, scholars, and research assistants in the University of Wisconsin System, limited term employees (LTEs), and student hourlies may not participate. 

Approximately 65,000 eligible employees located in about 43 State agencies and 13 University of Wisconsin college campuses and UW campus centers (2-year campuses) at locations throughout the state are currently eligible to enroll in the ERA program. 


2001
2002
2003
2004
2005

Dependent Care Accounts
2068
2097
2091
2097
2,094

Medical Expense Accounts
8219
9094
9647
11088
10774

The numbers for plan years 2001 through 2003 are the cumulative total of participants and accounts throughout the plan year.  The numbers for plan years 2004 and 2005 are the January 1 totals.

The table below shows the contributions, reimbursements, and forfeiture amounts since plan year 2001.  Participants may contribute up to $7,500 in the medical expense reimbursement account plan and up to $5,000 ($2,500 for a married person filing a separate tax return) in a dependent day care reimbursement account.  Employees are automatically enrolled in the premium conversion program unless they file a waiver form with their payroll office.


2001
2002
2003
2004

Dept. Care Contributions
$7,105,464
$7,417,430
$7,806,467
$8,175,000*

Dept. Care Reimbursements
7,057,475
7,372,745
7,741,834
N/a

Dept. Care Forfeitures
50,989
44,685
64,633
N/a







Medical Expense Contrib.
$8,296,557
$6,454,330
$10,617,227
$13,513,400*

Medical Expense Reimb.
8,183,938
9,318,411
10,439,427
N/a

Medical Expense Forfeitures
112,619
135,919
177,800
N/a

* Estimated

Administrative Expenses
Employees do not pay a fee to participate in the Program.  Administrative expenses charged to the Program for the Department's costs and the Administrator's fees are funded from three sources: interest income on the withheld contributions; forfeitures from dependent care and medical expense accounts that are not fully depleted during the plan year; and a direct monthly charge to state agencies.  The amount charged to agencies is based on the number of employee health contracts held by each agency. For Plan Year 05, the fee per health contract for each State agency is $.60/contract/month.  It is anticipated that this fee assessment will generate approximately $387,000 in 2005, which will be used to offset administrative expenses.   

Communication and Enrollment

The ERA program plan year is from January 1 through December 31.  State of Wisconsin employees may enroll in the Program during an annual enrollment period held in the fall prior to each plan year.   The successful vendor may be expected to conduct an enrollment in the fall of 2005 for the 2006 plan year. 

The State’s payroll processing centers will supply the Administrator with an eligibility file, in an agreed upon format (tape, electronic, or paper), on a regular basis.  (See Exhibit F).  The file lists all employees who are eligible to enroll in the program.  

The Administrator is responsible for processing enrollments during open enrollment and for new hire enrollments throughout the plan year.  The Administrator is also responsible for approving and processing all requests to change benefit elections due to change in status events in accordance with IRS regulations.

The Administrator is responsible for producing all enrollment and other informational materials in numbers sufficient to distribute to all eligible employees during open enrollment, as well as for distribution to all newly hired employees during the plan year.  Enrollment materials are customized for the Wisconsin plan.  The Administrator will work with the Department to develop, produce, and distribute all program materials and forms.  The Department must approve all materials prior to distribution to state employees, including generic material that is prepared by the Administrator for use by Wisconsin and other Section 125 clients.  

Approximately 90,000 ERA benefit booklets are printed each fall.  They are distributed to all eligible employees prior to open enrollment and to newly hired employees throughout the year.  The Administrator is responsible for distributing the materials to the employers.  Most state agencies on the Central payroll system and the "independent" agencies distribute enrollment materials via their own inter-departmental distribution channels.  The University of Wisconsin Processing Center labels materials for each employee and distributes via the Campus mail system or first-class mail. 

During the annual enrollment period, the Administrator will schedule and conduct group meetings for eligible employees, and make individual counseling sessions available upon request. The Administrator provides trained enrollment counselors to conduct informational sessions at state agencies and UW campuses throughout the State.  Some agencies may require presentations to be scheduled for employees who work evening and night shifts. Approximately 45 enrollment presentations were held in during open enrollment in 2004.

A combination of paper forms, internet and IVR enrollment technologies are used for annual enrollment.  The Administrator is responsible for receiving and processing all enrollments via paper form, internet, and or IVR.  All employees who enroll during open enrollment receive confirmation notices confirming the amount of their contribution election(s), expressed in both in the annual election amount and the per paycheck amount.  

Following the annual enrollment period, the Administrator will produce an enrollment deduction data file of salary reductions elected by employees, in the format required by each state payroll system (see Exhibit F), to be entered into the payroll systems.  

Claims Processing and Reimbursement

The Administrator is solely responsible for receiving, properly authorizing, and processing reimbursement claims, ensuring that all claims authorized for reimbursement are in compliance with all applicable IRS Codes and Regulations. Reimbursement claims are processed on a daily basis.  The Administrator currently processes approximately 3,200 medical expense claims and 1,170 dependent care expense claims for the State plan per month.  The Administrator issued approximately 14,000 reimbursements for dependent care and 37,100 for medical expenses to Wisconsin plan participants in the 2003 plan year.

The Administrator processes all claims and issues a reimbursement check or electronic fund transfer to program participants within five (5) business days of receipt of a valid and complete reimbursement claim.  Reimbursement checks are accompanied by a claim remittance advice containing a clear "Explanation of Reimbursement" statement showing the amount of the claim paid, and the reasons for a claim rejection, if applicable, or for any differences between the amount of the claims submitted and the amount authorized for payment.  A similar remittance advice is mailed to those participants who have their reimbursement electronically deposited.  Participants whose claims are rejected are sent a detailed explanation of the reason for the claim rejection.  The Administrator is responsible for resolving all servicing issues related to reimbursement accounts including check issuance, direct deposit, stop payments, etc.

The Administrator will prepare a monthly reimbursement disposition report which shows the number of claims received and processed or partially processed, claims pending, claims rejected and reason, and number of claims paid from date of receipt.  This report provides data for monitoring compliance with performance standards.

The Administrator prints and distributes claim forms customized for the Wisconsin plan.  The Administrator also provides participants with a quarterly transactional summary of each Employee Reimbursement Account, showing deposits and claims paid and detail of account balances. 

Services Provided to Employers

The Administrator must provide continuing program support services to State agencies and University campuses.  State agency payroll personnel may require periodic assistance and training for processing new hire enrollments forms, facilitating the filing of Change In Status forms, issuing continuation forms to terminating employees, etc. 

Customer Service

The Administrator will provide a toll-free customer service line.  The current Customer Service line is available 7 a.m. to 9 p.m. CT each business day.  The customer service department responds to participant's inquiries regarding account balances, enrollment and program information, forms completion, and complaints.  The volume of calls from Wisconsin participants to the customer service department currently averages 1,200 to 1,500 calls per month with calls peaking at 3,170 for the month of November, 2004.   Approximately 20,375 calls were answered in 2004.  (The number includes calls for both the ERA and the Commuter Benefits programs.)  The Administrator documents the number and types of inquiries received by the Customer Service department.  Call activity is reported to the Department on a monthly basis.  

The Administrator will also provide a Customer Service e-mail address that participants can use to ask questions and resolve problems. 

Participants have access their personal account information 24-hours-a-day via the internet, as well as an Interactive Voice Response telephone system. 

The Administrator will maintain an office in the Madison area to serve as an information and troubleshooting resource for the Department, State agencies, and participants. 

The Administrator must have a complaint/grievance procedure in place, subject to Department approval, to address participant complaints regarding claims, eligibility, change in status, or coverage issues.  The Administrator is responsible for researching the issue and providing the participant with clear information that supports their decision or resolves the issue.  If the participant does not agree with the Administrator’s decision, he or she may ask for a determination from the Department.  The Administrator is then responsible for forwarding adequate information and documentation upon which the Department can issue a determination.  The Administrator will submit a quarterly report to the Department which shows the number of grievances filed, the type of grievance, and the time frame for resolution of the grievance.  

The Administrator is required to conduct an annual customer satisfaction survey of Program participants. 

Services Provided To The Department

The Administrator provides technical and legal expertise to the Department to assure compliance with applicable IRS codes and regulations and alerts the Department when potential non-compliance is noted. The Administrator maintains and revises the plan document as required to comply with any changes in federal or state law or regulations and incorporate program changes.

The Administrator will provide any necessary technical information and/or assistance in the collection, preparation, and filing of any statistical or other program data that may be required by the IRS or other regulatory agency.

The Administrator provides the Department with on-line access to the Administrator’s participant files.

Performance standards/penalties for selected business activities will be required and may include, but not be limited to, those stated in the current contract.  Final standards and penalties are subject to negotiation. (See Exhibit D)  A quarterly report is provided to the Department, detailing State of Wisconsin Program statistics to document that the performance standards are met.

Record-keeping, Accounting and Reports

The Administrator works with multiple payroll processing centers to accurately withhold and report participant contributions.

The state's major payroll processing centers are:

· the Department of Administration Central Payroll Office which processes the payroll for approximately 43 state agencies (approximately 31,000 eligible employees); 

· the University of Wisconsin Processing Center which processes the payroll for the entire UW System (approximately 32,000 eligible employees); and 

· the University of Wisconsin Hospital and Clinics (approximately 3,000 eligible employees).  

These three payroll processing centers currently report payroll deductions to the Administrator via electronic transmission.   There are also several smaller agencies employing about 1,000 employees who have separate payroll systems that produce records on disk or paper.  Exhibit F contains payroll format descriptions of the three major payroll systems.

Participant contributions that are deducted from payroll are sent to the Department and the participant contribution information is sent to the administrator at the time of each payroll--biweekly, monthly, and semi-monthly. The Administrator processes approximately 15 payrolls per month. Central payroll and UW Processing Center process payrolls bi-weekly (26 pay periods), and monthly (12 pay periods).  The University also has a number of faculty and staff who are paid 9 or 10 times in a plan year with a break occurring during the summer months.  One of the smaller agencies pays on a semi-monthly (24 pay periods) schedule.  The Administrator must post participant contributions to a participant's account within three days of receipt. 

All participant contributions received by the Department are held until paid out by the Administrator.  The current Administrator maintains a local bank account on the Department’s behalf from which claims are paid.  As the Administrator completes each claims payment processing cycle, the Administrator faxes an invoice for claims paid to the Department, providing the total amount that was disbursed for each account.  The Department then electronically transfers funds to the Administrator's local bank account in the amount of the invoice.  All interest earned from participant contributions, including interest earned on the Administrator's local bank account, is credited to the ERA program.

The Administrator performs all administrative and record-keeping functions necessary to ensure accurate disbursement of the participants' contributions and accurate accounting of the participants' reimbursement accounts.  The Administrator maintains accounting records on both the plan level, recording all fund transactions between the Department and the Administrator, and the employee level, recording transactions for each participant. The Administrator conducts and sends to the Department a quarterly reconciliation of accounts.  An annual independent audit of the ERA plan is provided to the Department.

The Administrator conducts internal audits within the individual departments to validate controls, processes, system, and accuracy.  The Administrator also provides monthly bank account reconciliation

The Administrator is required to submit reports to the Department to allow adequate program monitoring.  Reports may include, but not be limited to, those reports that are stated in the current administrative services contract.  
