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Presentation Overview 

• Forecast Update Schedule 

 

• Updated Assumptions:  Authorized CY 2015 Budget vs. CY 2015 3rd 
Quarter Forecast Update 

 

• CY 2015 Forecast:  Authorized CY 2015 Budget vs. CY 2015 3rd Quarter 
Forecast Update 

 

• Summary Graphs 

 

• Future Outlook 

• Relative to Authorized CY 2015 Budget 

• Relative to Certified 2015-2017 Fiscal Biennium (FB 2015-17) Budget 
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Actuarial Forecast Update Schedule 

• The Plan’s actuarial consultant updates the forecast quarterly and at the 

end of each calendar year and fiscal year 

 

• Updates take into account more recent information: 

 

• Actual financial results and cash balance 

 

• Membership data, including the impact of enrollment changes 

 

• Claims experience 

 

• Changes in anticipated costs or revenues 
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Forecast Assumptions Maintained in the Update 

Authorized CY15 Budget vs. CY15 3rd Quarter Update 

• Membership trends 

• 1% annual decrease in actives 

• 1% annual increase in retirees 

 

• Trend assumptions 

• 7% medical trend 

• 8.5% pharmacy trend 

 

• Most components of the Board’s new benefit design that will be effective January 1, 2016 

• Increase in wellness premiums and credits 

• Increased cost-sharing in Traditional 70/30 Plan 

• Enhancements to Consumer-Directed Health Plan (CDHP) 

• Status Quo in Enhanced 80/20 Plan, except Tier 5 pharmacy copay 

 

• Increased administrative budget for 2015-17 Fiscal Biennium 

• 3% annual increases in administrative costs after Fiscal Year 2016-17 

 

• Target Stabilization Reserve (TSR) equals 9% of projected claims costs in each year 
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• Membership based on actual March 2015 enrollment data, with adjustments for known changes through May 2015, 

and then assumed to be stable through September (instead of using a December 2014 base) 
 

• Anticipated claims expenditures based on actual experience through September 2015 (instead of through 

December 2014) 
 

• Cash balance begins from actual total as of September 30, 2015 (rather than December 31, 2014) 
 

• The impact of member migration in future years was adjusted to reflect more recent cost differentials among plan 

options 
 

• Medicare Advantage (MA) premium costs reflect negotiations with carriers for 2016 rates 
 

• Includes projected impact of additional local governments joining the Plan, as authorized in HB 154 (S.L. 2015-112) 
 

• Includes actual 2014 rebate true-up payments received in July and August 2015 (total of $42.9 million) 
 

• Assumes higher 2015 rebates to more accurately reflect recent rebate experience 
 

• Includes actual rebates for first, second, and third quarters of CY 2015 in November 2015 
 

• Delays the smoker attestation for the Traditional 70/30 Plan until 2017 
 

• Includes impact of Board’s decisions on premium rate increases 
 

• Incorporates enacted State Budget; assumes increases in employer contributions in 2016 and 2017 
 

• Re-balances to the Target Stabilization Reserve as of December 31, 2019 (rather than December 31, 2017) 
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Forecast Assumptions Changed/Revised in the Update 

Authorized CY15 Budget vs. CY15 3rd Quarter Update 



Comparison of Models 

Authorized CY15 Budget vs. CY15 3rd Quarter Update 

Calendar Year 2015 

CY 2015 3rd 

Quarter 

Update 
(per Segal 11-6-15) 

Authorized 

CY 2015 

Budget 
(per Segal 4-28-15) 

Difference: 

Increase/ 

(Decrease) 

From Budget 

Beginning Cash Balance $1.015 b $1.015 b $0.0 m 

  Plan Revenue $3.041 b $3.030 b $10.4 m 

    Net Claims Payments $2.706 b $2.766 b ($59.6 m) 

    Medicare Advantage Premiums $171.6 m $174.1 m ($2.5 m) 

    Net Admin. Expenses $194.3 m $239.9 m ($45.6 m) 

  Total Plan Expenses $3.072 b $3.179 b ($107.7 m) 

  Net Income/(Loss) ($31.1 m) ($149.2 m) $118.1 m 

Ending Cash Balance $983.7 m $865.6 m $118.1 m 

2018 & 2019 Premium Increases 12.16% 15.21% (3.05%) 

2020 & 2021 Premium Increases 7.35% 4.34% 3.01% 
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Forecast Comparisons:  Calendar Year 2015 Claims 



Forecast Comparisons:  Ending Cash Balance December 31, 2015 
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Forecast Comparisons:  Fiscal Year 2015-16 Claims 

*Approximately $22 million in anticipated pharmacy 

rebates was not received by the end of the FY. 



Forecast Comparisons:  Ending Cash Balances in FB15-17 
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Projected Cash Balance/20% Legislative Reserve Floor 

CY 2015 3rd Quarter Update 
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Month Ending Cash Balance 
FB 2015-17 

Actual Cash Balance Projected Cash Balance

FY15-16 20% Reserve Floor FY16-17 20% Reserve Floor

CY15Q3 Forecast 

May 2017 

1st month below 

20% reserve floor 
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Summary/Future Outlook 

Based on CY 2015 3rd Quarter Update 
Relative to the Authorized CY 2015 Budget, the CY 2015 3rd Quarter Update projects: 

• higher cash balance at the end of 2015, 

• lower medical claims costs, 

• higher pharmacy rebates, and 

• higher long-term pharmacy claims costs 
 

Comparisons to the Certified FB 2015-17 Budget 

• The $646.2 million cash balance projected for June 30, 2017: 

• Is $129.4 million higher than the Certified FB 2015-17 Budget projection 

• Exceeds the 9.0% target stabilization reserve amount by $379.7 million 

• Equates to 9.3 weeks of projected FY 2017-18 operating expenses 
 

• The CY 2015 3rd Quarter Update anticipates falling below the 20% Legislative Reserve 

Floor in May 2017, 6 months later than the Certified FB 2015-17 Budget projection 

(November 2016) 
 

• The CY 2015 3rd Quarter Update projects the need for 12.16% premium increases for 

January 2018 and 2019.  This is lower than the Certified FB 2015-17 Budget (14.88%) 
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Final Q4 Update 

CY 2014 Q4 Update 

Authorized 

CY 2015 Budget 
(Segal 9-9-14) 
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CY 2015 

Q1 Update 
Page 1 (CY) 
(Segal 5-14-15) 
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Certified FB 2015-17 Budget 
Page 1 (CY) 
 

(Segal 10-13-15) 
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Certified FB 2015-17 Budget 
Page 2 (FY)  

 

(Segal 10-13-15) 
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CY 2015 Q3 Update 
Page 1 (CY) 
 

(Segal 11-6-15) 
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CY 2015 Q3 Update 
Page 1 (FY) 
 

(Segal 11-6-15) 


