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Presentation Overview 

• Comparison of the Plan’s Trend Assumption to Actual Experience 
• Findings and Conclusion 

 
• Updated Forecast for CY 2014 Using Revised Trend Assumption 

 
• Summary Graphs 

 
• Proposed Premium Freeze for 2015 

• Summary Graphs 
 

• Summary and Outlook for 2015-2017 Fiscal Biennium 
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Plan Results for FY 2009-10 to FY 2012-13 
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PMPM Trend Factors: 
Active Employees and Non-Medicare Retirees 

Trend Factor 
Change from 
FY 2011-12 

to FY 2012-13 

Change from 
CY 2012 

to CY 2013 

Utilization -4.3% -4.0% 

Price 6.5% 7.9% 

Allowed Claims Costs 1.9% 3.5% 

Cost Share 0.3% 3.7% 

Paid Claims Costs 2.2% 7.2% 
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Source:  The Segal Company 

• Reductions in utilization have helped to reduce trends in allowed and paid claims. 
 

• The trend due to cost share is high in CY 2013 because it included the second half of the FY 2012-
13 Plan Year, when deductibles and out-of-pocket (OOP) maximums are more likely to have been 
met, and the Short Plan Year, when deductibles and OOP maximums were halve. 
 

• The paid claims trends were below the 8.5% trend assumption in both time periods reviewed. 



FY 2013-14 Trends Through December 2013 

7.1% 

13.3% 

5.7% 

12.3% 

0%

2%

4%

6%

8%

10%

12%

14%

Allowed Claims Paid Claims

PMPM Trends for FY13-14 

All Members Actives and
Non-Medicare Retirees

5 

• Experience through December 2013 suggests 
higher trends for the current fiscal year 

• Increases in paid claims are attributable to the 
Short Plan Year 

• The 2014 Segal Health Plan Cost Trend 
Survey projects Medical cost increases 
of 8% and Pharmacy cost increases of 
just over 6% 

• Segal’s actuaries note that the trend 
survey tends to be conservative 



Trend Review Findings and Conclusion 
Findings: 
• Trends in Plan paid costs for the four years prior to FY 2013-14 were very low and suggest a 

trend well below the current trend assumption of 8.5% 
• Over the last 18-24 months, a decrease in utilization has offset growth in prices and reduced 

member cost sharing and has helped to constrain increases in Plan costs 
• Trends in PMPM allowed claims have increased in the first half of FY 2013-14 from trends in 

prior fiscal years but are still less than 8.5% 
• A conservative estimate of 2014 trend by insurance companies (the Segal survey) projects 

8% for medical costs and just over 6% for pharmacy costs 
• Risks to reducing the trend assumption: 

• Reductions in utilization may be unsustainable; prices have increased during recent 
measurement periods 

• PMPM claims trends have increased in the first half of FY 2013-14 
• There has been very little experience with new benefit designs and plan offerings 
• The economy, which is assumed to be one of the main causes for reduced medical 

expense trends, is improving 
 

Conclusion: 
• Despite risks, recent experience supports a decrease in the trend assumption used in 

the forecasts 
• Decision:  Reduce the trend assumption to 7% 
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Comparison of Models: 
Certified Budget vs. CY 2014 1st Quarter Update (7% trend) 

Calendar Year 2014 
7% Trend 

CY 2014 Q1 
Update 

(per Segal 05-16-14) 

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 $2.985 b $2.961 b $24.0 m 
    Net Claims Payments $2.467 b $2.582 b ($115.0 m) 

    Medicare Advantage Premiums $158.5 m $174.2 m ($15.7 m) 

    Net Admin. Expenses $180.3 m $179.8 m $0.5 m 

  Total Plan Expenses $2.804 b $2.936 b ($130.2 m) 
  Net Income/(Loss) $178.8 m $24.6 m $154.2 m 
Ending Cash Balance $1.017 b $719.6 m $297.6 m 

2016 & 2017 Premium Increases 0.00% 8.22% (8.22%) 

2018 & 2019 Premium Increases 16.86% -- -- 
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Forecast Comparisons:  Fiscal Year 2013-14 Claims 

SPY = Short Plan Year 
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Forecast Comparisons:  Calendar Year 2014 Claims 

SPY = Short Plan Year 

CY 2014 1st Quarter Updates 



Forecast Comparisons:  Projected Plan Spending 
Certified Budget vs. CY 2014 1st Quarter Updates 
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Proposed 2015 Premium Freeze 
• On May 19th, the Treasurer sent a letter to General Assembly’s Presiding Officers to inform them that 

she and the Board recommend forgoing the scheduled 2015 premium increase of 2.14% 

• Reasons for the freeze: 
 

• Plan is on pace to spend $250 
less per member than budgeted 
for FY 2013-14 
 

• Projected Plan income for FY 
2013-14 is about $180 million 
 

• Plan and Segal have mutually 
agreed to reduce the trend 
assumption used in the forecast 
from 8.5% to 7% 
 

• Even with no increase in 
premiums for 2015, premium 
increases for 2016 and 2017 are 
expected to be less than 3% 
with the new trend assumption 
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Projected Premium Increases: 
CY 2014 1st Quarter Update Scenarios 
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Estimated Employer Contributions: 
CY 2014 1st Quarter Update Scenarios 
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Ending Cash Balances: 
CY 2014 1st Quarter Update Scenarios 
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Summary/Impact on State Budget 

• Current Fiscal Biennium (2013-2015) 
 
• Relative to the Certified Budget, the CY 2014 1st Quarter Update with 7% trend 

projects lower medical claims costs and higher pharmacy claims costs for the 
biennium 
 

• With or without a 2015 increase in premiums, cash balance is projected to be 
more than $1 billion by the end of the biennium (June 30, 2015). 

 
• More than $350 million higher than the Certified Budget 

 
• Exceeds the 9.0% target reserve amount by about $800 million 

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

 
• Assuming no increase in premiums for 2015 and no changes in the current benefit 

design, the CY 2014 1st Quarter Update projects a 1.99% premium increase for 
January 1 of each year of the 2015-17 biennium.  This is lower than the Certified 
Budget projection (8.22%) 
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Key Takeaways 

• After reviewing the relevant data, Plan staff and Segal actuaries made 
a decision to lower the trend assumption used in the forecast to 7% 
 

• Noting increasing reserves and continued good experience, the 
Treasurer has recommended that the General Assembly re-allocate 
$23 million in State funds designated for the Plan to other purposes 
 

• Premium increases for 2016 and 2017 look to be relatively low 
 

• The Board will need to continue its pursuit of long-term cost reduction 
strategies to keep premium increases down for 2018 and 2019 
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Certified Budget 
(Segal 8-19-13) 
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CY 2014 Q1 Update 
8.5% Trend 

Page 1 
(Segal 5-16-14) 
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CY 2014 Q1 Update 
8.5% Trend 
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