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For years school districts have struggled with the escalating cost of health care.  Do you have to reduce 

benefits to be affordable?  Do you have to shift costs between the school district and the employee?  Is 

there a better way?  In District 11, we think we have found a better way.   

For over 25 years Colorado Springs School District 11 (largest district in southern Colorado) has been self-

funded for health care.  We have always believed that by being self-funded, we could cut out the middle-

man (insurance companies) and ultimately save costs. We understand that we are all, as a district, 

responsible for our own health and that there is no magic solution to solve our problem. We have to 

create the solution. Employees pay co-pays and deductibles and the district pays everything else.  In 

addition to that, we had a long-term contractual relationship with our local municipal hospital. 

This model worked incredibly well throughout the 90’s and early 2000’s.  We had our bumps and spikes 

related to the occasional large claim, but the overall long-term results were successful and we were able 

to manage our increase in costs with minor plan design changes and small premium increases.  We were 

even able to add wellness and disease management to the menu of health care to create a more 

consumer-driven health plan and encourage healthy behavior. 

When the Great Recession of 2008-09 hit, health care costs were virtually frozen for nearly five years.  

Doctors and hospitals were forced to hold down price increases and utilization remained stable. All of this 

led to a great health care run with no premium increases for five consecutive fiscal years.  But we knew 

the pent up demand of the health care system would not go away.  As soon as the recession was over, 

prices immediately started to jump.  Now we were faced with tough decisions once again. How would we 

solve the problem this time? 

We knew we needed to be aggressive and explore some untraditional options.  First, we bid out our 

hospital network and switched from the local municipal hospital to the Penrose-St. Francis Health Services 

system.  Penrose-St. Francis is part of the Centura Health network, comprised of 17 hospitals and dozens 

of health neighborhoods in Colorado and Kansas. What a breakthrough this proved to be!   

After years of status quo with the old hospital network, the new hospital system brought new and creative 

ideas to invest more in wellness and prevention rather than sick care.  Led by President and Chief 

Executive Officer Margaret Sabin, the Penrose-St. Francis system not only brought favorable rates, but it 

also brought a quality of care previously unknown in our plan.  In addition, it brought a wide variety of 

programs to target specific high-cost plan elements in order to reduce utilization expenses.  For the first 

time, we were truly partnering with our hospital provider rather than treating each other as a vendor 

business relationship. This partnership takes a balanced approach to not only focusing on providing health 

care to our members when they are ill, but also to providing programs that support employee health and 

wellness to help prevent further health risks. 

One of the more creative plan additions mutually developed through the partnership was the opening of 

a dedicated health clinic for District 11 employees and dependents operated by the Centura system.  This 



clinic is centrally located in the district and is convenient to staff.  The clinic offers basic services without 

the wait of a doctor’s office or an emergency department. 

 

 

 

 

 

 

  

 

 

 

Other creative programs brought to the district include providing biometric testing, wellness coaching, 

and exercise classes. 

As a result of these programs, together with assuming the role of a preferred network provider, Penrose-

St. Francis has helped accelerate District 11’s efforts to meet its objective of delivering sustainably 



affordable health care while developing a culture of health throughout the district. The attached table 

shows the recent historical costs of the District 11 healthcare plan: 

 

Year Total Claims Rx Other 
Services 

Total Plan Costs Percent Change 

FY 2011-12 $17,039,041 $4,499,735 $2,272,369 $23,811,145 N/A 

FY 2012-13 $17,410,714 $3,966,613 $2,285,561 $23,662,888 -0.62% 

FY 2013-14 $16,663979 $4,001,832 $2,219,946 $22,885,757 -3.28% 

FY 2014-15 $13,396,514 $4,316,837 $3,101,957 $20,815,308 -9.05% 

 

In addition to the new hospital network, the district worked with its Voluntary Employee Beneficiary 

Association (VEBA) Trust, the Boards’ of Education Self-Funded Trust (BEST) to implement a new 

investment opportunity for the trust assets.  School districts in Colorado are statutorily limited in terms 

of eligible investments, but VEBA trust is not covered under these statutes.  As a result, the BEST Trust 

administration was able to broker a transaction to enter into a Trust-Owned Life Insurance (TOLI) program 

as a trust investment.  In a fairly complicated transaction, the trust was able to safely invest trust assets 

in a hedged product that yields near market rates.  Even in the volatile stock market of late 2015 and early 

2016, the asset has performed well and has built up over $1 million in investment earnings since the 

investment’s inception in 2012.  The retirees covered under the TOLI program benefit from a free life 

insurance policy in return for allowing the trust to take out a life insurance policy on them. 

Other advantages of the relationship with BEST include health care consulting, improved purchasing 

power on Third Party Administration (TPA) expenses, prescription drug networks, and additional wellness 

programs. 

Health care costs continue to be a vexing problem for school districts in Colorado.  Typical health care 

costs for an aging employee demographic are outpacing the minimal funding increases coming to 

Colorado school districts.  The district tried a multitude of approaches to address these challenges 

including re-dividing the total cost of health care between the employee and the employer and reducing 

benefit coverage.  However, it wasn’t until the district was able to enter convert its VEBA trust relationship 

to the BEST pool, and then partner with the Penrose-St. Francis health care network, that the meaningful 

results started to occur.  There is no doubt that the evolution of health care will continue to be a challenge 

in the future.  The additional complications of the Affordable Care Act (ACA) have certainly added 

complexity to the plan.  Now, with the strategic help of our partners, the district is on the cutting edge of 

health care and looks forward to a future where health care costs will not overwhelm the district or its 

compensation structure. 



Month Net Claims

Stop/Loss 

Recoveries Rx

Stop/Loss 

Insurance TPA  BEST Wellness Other Total % Change

FY 11/12 18,076,820 (1,037,779) 4,499,735 777,336 675,899 287,633 465,946 65,555 23,811,145 N/A

FY 12/13 17,995,666 (584,952) 3,966,613 890,970 737,029 275,276 263,015 119,271 23,662,888 -0.62%

FY 13/14 17,376,306 (712,327) 4,001,832 1,007,869 661,441 269,132 88,008 193,496 22,885,757 -3.28%

FY 14/15 13,752,597 (356,083) 4,316,837 1,494,348 654,534 232,777 528,906 191,392 20,815,308 -9.05%

FY 15/16 13,368,649 (193,527) 4,858,083 1,385,500 651,064 230,684 664,531 245,551 21,210,535 1.90%

FY 16/17 15,527,871 (96,668) 5,383,684 1,411,721 665,672 266,642 311,077 349,794 23,819,793 12.30%

FY 17/18 18,367,864 (4,411,795) 5,852,134 1,532,011 941,023 268,801 303,313 216,244 23,069,595 -3.15%
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