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Presentation Overview 

• Forecast Update Schedule 
 

• Updated Assumptions:  Certified Budget vs. CY 2014 3rd Quarter 
Projection 
 

• Updated Forecast for CY 2014 
 

• Summary Graphs 
 

• Summary and Future Outlook 
 

• Baseline Model 
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Actuarial Forecast Update Schedule 

• The Plan’s actuary 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 
Certified Budget vs. CY 2014 3rd Quarter Update 

• Membership trends 
• 1% annual decrease in actives 
• 1% annual increase in retirees 

 
• Pharmacy trend assumption of 8.5% 

 
• New benefit design effective January 1, 2014 

 
• 2014 revenues reflect 3.57% across the board premium increases 

effective January 1, 2014, and the wellness premium structure 
 

• Wellness premium structure extended to the Traditional 70/30 Plan 
beginning in 2016 
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Forecast Assumptions Changed/Revised in the Update 
Certified Budget vs. CY 2014 2nd Quarter Update 

Changes Always Included in Updates 
• Membership based on actual September 2014 counts (instead of March 2013) 
• Anticipated claims expenditures based on actual experience through September 2014 (instead of 

through March 2013) 
• Adjustments for timing of revenues and expenses 
 

Additional Changes Included in Earlier Updates 
• Medical trend assumption reduced to 7% annually 
• Premium freeze for 2015 (Certified Budget assumed 2.14% increase) 
• Medicare Advantage premium costs projected to increase with medical trend (7% annually) 
• Costs of benefit enhancements:  Applied Behavior Analysis (effective January 2015); ACA 

requirements (additional preventive services; elimination of lifetime limits on essential health 
benefits) 

• Additional FY 2014-15 administrative costs approved by the General Assembly 
• 100% coverage of preventive services and medications is assumed for Traditional 70/30 Plan 

effective January 1, 2016 
• Target Stabilization Reserve balances to 9% of claims costs only as of December 31, 2017; Certified 

Budget balanced to 9% of claims costs plus Medicare Advantage premium payments 
• Projections extended to include Calendar Years 2018 and 2019 
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New Changes in the CY 2014 3rd Quarter Update 
 
• Enrollment pattern for 2015 estimated from subscriber Annual Enrollment 

results 
 

• Pharmacy claims reflect new contracted prescription drug discounts 
negotiated with ESI effective January 1, 2015 

 
• Projected ACA Transitional Reinsurance fee payments reflect more recent 

information on the cost and timing of the payments 
 

• Modest migration of Medicare retirees to Medicare Advantage is assumed 
over time (the Certified Budget assumed a stable proportion of Medicare 
retirees opting for the Medicare Advantage products) 
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Forecast Assumptions Changed/Revised in the Update 
Certified Budget vs. CY 2014 3rd Quarter Update 



Comparison of Models 
Certified Budget vs. CY 2014 3rd Quarter Update 

Calendar Year 2014 
CY 2014 

3rd Quarter 
Update 

(per Segal 1-9-15) 

Certified 
Budget 

(per Segal 8-19-13) 

Difference: 
Increase/ 

(Decrease) 
From Budget 

Beginning Cash Balance $838.5 m $695.0 m $143.5 m 

  Plan Revenue $2.981 b $2.961 b $20.3 m 

    Net Claims Payments $2.537 b $2.582 b ($45.1 m) 

    Medicare Advantage Premiums $157.6 m $174.2 m ($16.6 m) 

    Net Admin. Expenses $161.8 m $179.8 m ($18.0 m) 

  Total Plan Expenses $2.856 b $2.936 b ($79.7 m) 

  Net Income/(Loss) $124.6 m $24.6 m $100.0 m 

Ending Cash Balance $963.1 m $719.6 m $243.5 m 
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Comparison of Models: 
CY 2014 Q3 Update vs. Certified and CY 2014 Q2 Budgets  

Projected 
Required 
Premium 
Increases 
 (January 1st of 

each year) 

CY 2014 
3rd Quarter 

Update 
(per Segal 1-9-15) 

Certified 
Budget 

(per Segal 8-19-13) 

Difference: 
Increase/ 

(Decrease) 
From  

Certified 
Budget 

CY 2014 
2nd Quarter 

Update 
(per Segal 9-9-14) 

Difference: 
Increase/ 

(Decrease) 
From  

CY 2014 2nd 
Quarter 
Update 

2016 & 2017 5.05% 8.22% (3.17%) 3.53% 1.52% 

2018 & 2019 12.55% (not estimated) NA 13.71% (1.16%) 
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Forecast Comparisons:  Calendar Year 2014 Claims 

SPY = Short Plan Year 

7% 
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Forecast Comparisons:  Fiscal Year 2014-15 Claims 

SPY = Short Plan Year 

7% 
trend   7% 

  trend 



Forecast Comparisons:  Ending Cash Balances 
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Summary/Future Outlook 

• Relative to the Certified Budget, the CY 2014 3rd Quarter Update projects 
lower medical claims costs and higher pharmacy claims costs 
 

• The $943.3 million cash balance projected for June 30, 2015: 
 

• Is $302.0 million higher than the Certified Budget projection 
 

• Exceeds the 9.0% target stabilization reserve amount by $688.1 
million 
 

• Equates to 15 weeks of FY 2015-16 projected operating expenses 
 

• Assuming no changes in benefits from the design the Board 
articulated in 2013, the CY 2014 3rd Quarter Update projects a 5.05% 
premium increase for January of 2016 and 2017.  This is lower than the 
Certified Budget projection (8.22%) but higher than the CY 2014 2nd 
Quarter projection (3.53%) 
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Baseline Model:  Status Quo 

• The Board is reviewing potential 
changes to the wellness benefit 
design it envisioned in 2013 
 

• If the benefit designs and plan 
options were to remain the same as 
they are today (a “Status Quo” 
forecast), the projected premium 
increases would be: 
• the same for 2016 and 2017 as 

the 2013 Board Approved 
Wellness Design forecast; and 

• higher in 2018 and 2019 than the 
2013 Board Approved Wellness 
Design forecast 
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Certified Budget 
(Segal 8-19-13) 
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Short Plan Year 
Q1 Update 
(Segal 11-14-13) 
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Short Plan Year 
Q2 Update 
Page 1 (CY) 
(Segal 3-20-14) 
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Short Plan Year 
Q2 Update 
Page 2 (FY) 

(Segal 3-20-14) 
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CY 2014 
Q1 Update 
Page 1 (CY) 
(Segal 5-16-14) 
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CY 2014 
Q1 Update 
Page 2 (FY) 

(Segal 5-16-14) 
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CY 2014 Q2 Update 
Authorized Budget 

Page 1 (CY) 
(Segal 9-9-14) 
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CY 2014 Q2 Update 
Authorized Budget 

Page 2 (FY) 
(Segal 9-9-14) 
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CY 2014 
Q3 Update 
Page 1 (CY) 
(Segal 1-20-15) 
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CY 2014 
Q3 Update 
Page 2 (FY) 

(Segal 1-20-15) 
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CY 2014 
Q3 Update 
Page 1 (CY) 
(Segal 1-20-15) 
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Baseline/Status Quo Model 
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CY 2014 
Q3 Update 
Page 2 (FY) 

(Segal 1-20-15) 

Baseline/Status Quo Model 
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