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Presentation Overview 

• Final CY 2014 Claims Expenditures 
 

• Forecast Update Schedule 
 

• Updated Assumptions:  Certified Budget vs. Preliminary CY 2014 4th 
Quarter Projection 
 

• Certified Budget v. Forecast for CY 2015 
 

• Summary Graphs 
 

• Summary and Future Outlook 
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Forecast Comparisons:  Calendar Year 2014 Claims 

SPY = Short Plan Year 



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 
Certified Budget vs. CY 2014 4th 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 4th Quarter Update 

Changes Always Included in Updates 
• Membership based on actual December 2014 counts (instead of March 2013) 
• Anticipated claims expenditures based on actual experience through December 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 
• Enrollment pattern for 2015 and future years estimated from Annual Enrollment results 
• Pharmacy claims reflect new contracted prescription drug discounts effective January 1, 2015 
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New Changes in the CY 2014 4th Quarter Update 
 
• Reduced savings assumption for new pharmacy discount guarantees to 

reflect early 2015 experience 
 

• Increased administrative costs for the upcoming Fiscal Biennium 
 

• Projections extended to include 2020 and 2021 
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Forecast Assumptions Changed/Revised in the Update 
Certified Budget vs. CY 2014 4th Quarter Update 



Comparison of Models 
Certified Budget vs. CY 2014 4th Quarter Update 

Calendar Year 2015 

Preliminary 
CY 2014 

4th Quarter 
Update 

(per Segal 2-6-15) 

Certified 
Budget 

(per Segal 8-19-13) 

Difference: 
Increase/ 

(Decrease) 
From Budget 

Beginning Cash Balance $1.015 b $719.6 m $295.3 m 

  Plan Revenue $3.014 b $2.989 b $25.3 m 

    Net Claims Payments $2.757 b $2.748 b $8.7 m 

    Medicare Advantage Premiums $174.2 m $218.3 m ($44.1 m) 

    Net Admin. Expenses $234.1 m $214.4 m $19.7 m 

  Total Plan Expenses $3.165 b $3.181 b ($15.7 m) 

  Net Income/(Loss) ($151.4 m) ($192.4 m) $41.0 m 

Ending Cash Balance $863.5 m $527.2 m $336.3 m 
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Forecast Comparisons:  Fiscal Year 2014-15 Claims 

SPY = Short Plan Year 
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Forecast Comparisons:  Calendar Year 2015 Claims 

SPY = Short Plan Year 
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Forecast Comparisons:  Ending Cash Balances 
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SPY = Short Plan Year 



Summary/Future Outlook 

• Relative to the Certified Budget, the CY 2014 4th Quarter Update 
projects lower medical claims costs and higher pharmacy claims 
costs 
 

• The $986.3 million cash balance projected for June 30, 2015: 
 

• Is $344.9 million higher than the Certified Budget projection 
 

• Exceeds the 9.0% target stabilization reserve amount by $746.4 
million 
 

• Equates to 15½ weeks of FY 2015-16 projected operating 
expenses 
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Note:  Forecasts shown on subsequent pages are based on the 2013 Board Approved Wellness Design 
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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) 



19 

CY 2014 Q2 Update 
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 
Q4 Update 
Page 1 (CY) 
(Segal 2-6-15) 

Preliminary Q4 Update 
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CY 2014 
Q4 Update 
Page 2 (FY) 
(Segal 2-6-15) 

Preliminary Q4 Update 
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