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January 21, 2010



Board of Trustees
Wisconsin Electrical Employees Health & Welfare Plan

RE: NECA/IBEW FAMILY MEDICAL CARE PLAN

Dear Trustees:

On behalf of the Board of Trustees of the NECA/IBEW Family Medical Plan (FMCP), we thank you for the opportunity to review information about the Wisconsin Electrical Employees Health & Welfare Plan.

The FMCP was established by NECA and IBEW in order to provide solutions to trust funds such as yours that are operating in an environment that is increasingly complex and unstable.  By combining large numbers of employees and employers the FMCP is able to offer stability and relief from the complexity and liabilities of operating an independent welfare plan.

The preliminary proposal that follows will allow your employers to maintain a contribution rate of $7.08 per hour from June 2010 through December 2013 (31 months), while maintaining all participant banks and accounts and improving their benefits.  Each Local Union will be able to determine the amount of any contribution to the Special Fund (similar to your Flex program).  In addition, your plan will be able to retain a portion of its assets in order to continue its Supplemental Unemployment Benefit (SUB) and your Plan Office will continue to act as the reporting point for employer contribution reports.

Attached is a comparison of the FMCP’s Plan 10 with your current benefit plan. The comparison notes a number of differences between the plans, most of which represent improvements offered by the FMCP.  A few of the differences are adjustable, such as the amounts of life insurance and short-term disability income benefits.  Some of the differences are very meaningful and will offer a significantly better level of protection to your participants.
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For instance:

· The FMCP’s lifetime maximum benefit is $5,000,000, compared to your Plan’s maximum of $2,000,000.
· The FMCP’s annual deductible is $200 ($400 family), compared to $500/$1,500 in your Plan.
· The FMCP’s family out-of-pocket limit is $2,000, compared to your Plan’s $3,000.
· The FMCP’s PPO co-pay percentage is 100% (after deductible and some service co-pays), compared to your Plan’s 90% (after deductible).
· The FMCP’s prescription benefit has a $1,000 out-of-pocket limit for most expenses and no upper limit on benefits, compared to your Plan’s unlimited out-of-pocket and $10,000 annual benefit limit.

There are other smaller differences between the Plans, but the differences noted above would be important for your participants.

The final terms of the proposal are subject to the approval of each Board of Trustees.  They will be based on updated information regarding your Plan and discussions regarding asset transfers and the responsibilities to be retained by your Plan.  The general terms are described on the attached proposal outline.  The entry date anticipated in this proposal is June 2010, although that date is flexible and can be modified to fit your requirements.

We look forward to engaging with you and with your Plan’s professionals on working out the Board of Trustees’ arrangements for the Wisconsin Electrical Employees Health & Welfare Plan to join the NECA/IBEW Family Medical Care Plan.  Your Plan has the opportunity to improve its benefits, stabilize its contribution rates and increase the share of each contribution dollar that actually gets delivered to participants as benefits.  The FMCP wants to work with you on accomplishing those goals.

Best Regards,



Kurt Starbuck






 (
SUMMARY OF PROPOSED ARRANGEMENTS
ASSUMES AN EFFECTIVE DATE OF JUNE 1, 2010
)



1. The hourly contribution rate will be $7.08.  This rate will cover all employees in all Local Unions for all benefits except SUB and long-term disability (ltd) insurance.  It will be valid for hours worked from June 2010 through December 2013.  Decisions jas to Special Fund (Flex) contribution amounts will continue to be made on a Local Union basis.

2. Your participants’ hour banks will be credited with enough hours to give them the same number of months of eligibility that they would have had under your current dollar bank program, up to six months for any employee.  Employees whose dollar banks would have given them more than six months of eligibility will receive dollar credits to their Special Fund accounts (similar to their current Flex accounts).

3. Your participants’ Flex account balances will be credited to their new Special Fund accounts.

4. Any employee who was eligible in your Plan in May 2010 would automatically be covered in the the FMCP in June and July of 2010. 

5. Your plain will retain $4,000,000 to continue its SUB and LTD benefits, along with any other benefits you elect to offer.  It is also possible to use those assets to subsidize your retirees’ self-payments or to hold them to offset any future rate increase. 

6. Your Plan will retain sufficient funds to covers its obligation for claims incurred prior to June 1, 2010 and to pay off its other routine obligations.

7. The remaining assets of your Plan will be transferred to the FMCP.

8. Full credit will be given for current year deductible and out-of-pocket satisfaction, and a fresh start will be given for annual and lifetime maximum benefit accumulations.

9. The applicable retiree, survivor and COBRA self-pay rates are shown in the attached table.
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Based on our analysis of the information submitted to us, we believe that your Plan’s entry into the FMCP is feasible and desirable for the following reasons:

1. Your contribution rate will be guaranteed for more than 2-1/2 years.

2. Your Plan participants will receive the better benefits of the Family Medical Care Plan.

3. Because your experience will be pooled with other groups with the same benefits, your contribution rate should be more stable.  Because of your Fund’s smaller size and limited geographic scope, it is subject to adverse claim experience or changes in employment that could make it difficult to sustain its financial viability. 

4. Your participants will have a Blue Cross Blue Shield ID card which is accepted throughout the United States and your Plan will not have to pay for the conversion of its claim system to one that can work with Anthem.

5. The FMCP’s overall lower administrative expenses, combined with its lower BlueCross Blue Shield expenses, will make more of your contribution dollar go directly into benefits for your employees.	
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 (
NECA
/IBEW FAMILY MEDICAL CARE PLAN
PLAN 10 SELF-PAY RATES
)




COBRA (per Month)

 (
Regular rate (18/36 mos.)
$814.44
Disabled rate (11-mo. Ext.)
$1,222.20
)








RETIREES (per Month)
 (
Retiree with spouse, both not eligible
For Medicare (includes children)
$960
Retiree only, not eligible for Medicare
$480
Retiree and spouse both eligible for
Medicare
$504
Medicare-eligible retiree only
$252
One eligible for Medicare, one not
$732
Additional for all children of Medicare-
Eligible retiree
$120
)
















SURVIVORS (per Month)



 (
Spouse without Medicare
$480
Spouse with Medicare
$252
Additional for all children
$120
)





