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Presentation Overview 

• Final Short Plan Year Summary 
 

• Forecast Update Schedule 
 

• Updated Assumptions:  Certified Budget vs. 2nd Quarter Forecast 
 

• Updated Forecast for 2014 Plan Year 
 

• Summary Graphs 
 

• Future Outlook 
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Forecast Comparisons:  Short Plan Year Claims 
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*An additional pharmacy claims payment was expected in December but was not made until January 2014.  The payment was $33.1 million. 



Forecast Comparisons: December 31, 2013 Ending Cash 
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*The actual December 31st cash balance included $50.5 million in prepaid premium revenue not anticipated in previous estimates of the 
cash balance and $41.6 million in unpaid expenses that had been anticipated in previous estimates. 



Actuarial Forecast Update Schedule 

• The Plan’s actuary updates the forecast at the end of each fiscal year 
and at least quarterly 
 

• Updates take into account more recent information: 
 

• Actual financial results and cash balance 
 

• Membership data, including 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. 2nd Quarter Update 

• Overall trend assumption of 8.5% 
 

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

 
• 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 
 

• 2015 revenues assume 2.14% across the board premium increases effective 
January 1, 2015 as authorized by the General Assembly and continuation of the 
2014 wellness premium structure 
 

• Future bienniums assume escalating wellness premium surcharges/credits and 
extension of the wellness premium structure to the Traditional 70/30 Plan 
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Forecast Assumptions Changed/Revised in the Update 
Certified Budget vs. 2nd Quarter Update 

• Membership based on actual December 2013 counts (instead of March 2013) 
 

• Anticipated claims expenditures based on actual experience through December 2013 (instead of 
through March 2013) 
 

• Baseline pharmacy claims amount increased to reflect experience from the last six months (rather 
than the last 12 months) due to increasing pharmacy trends 
 

• Elimination of lifetime limits on ACA “Essential Health Benefits” 
 

• Decrease in the coinsurance maximum for Tier 5 non-preferred specialty medications to $125  
 

• Timing and amounts of pharmacy rebates have been adjusted 
 

• Timing of EGWP catastrophic subsidy revenue was moved from November 2014 to January 2015 
 

• Projections of remaining EGWP subsidies (coverage gap and catastrophic) were increased to more 
closely reflect estimates from Express Scripts 
 

• 100% coverage of preventive treatment is assumed for Traditional 70/30 Plan beginning in 2016 
 

• Target Stabilization Reserve balances to 9% of claims costs only; Certified Budget balanced to 9% 
of claims costs plus Medicare Advantage premium payments 
 

• Projections extended through 2019 
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Comparison of Models for Short Plan Year 
Certified Budget vs. 2nd Quarter Update 

Calendar Year 2014 
2nd Quarter 

Update 
(per Segal 03-20-14) 

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 $2.953 b $2.961 b ($7.6 m) 
    Net Claims Payments $2.596 b $2.582 b $13.5 m 

    Medicare Advantage Premiums $176.1 m $174.2 m $1.9 m 

    Net Admin. Expenses $188.4 m $179.8 m $8.6 m 

  Total Plan Expenses $2.960 b $2.936 b $24.0 m 
  Net Income/(Loss) ($7.0 m) $24.6 m ($31.6 m) 
Ending Cash Balance $831.5 m $719.6 m $111.9 m 

2016 & 2017 Premium Increases 5.55% 8.22% (2.67%) 

2018 & 2019 Premium Increases 13.81% -- -- 
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Forecast Comparisons:  Fiscal Year 2013-14 Claims 
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Forecast Comparisons:  Calendar Year 2014 Claims 



Forecast Comparisons:  Ending Cash Balances 
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Future Outlook 

• Current Fiscal Biennium (2013-2015) 
 
• Relative to the Certified Budget, the 2nd Quarter Update projects lower medical 

claims costs and higher pharmacy claims costs for the biennium 
 

• $814.0  million cash balance projected for the end of the biennium: 
 

• $172.7 million higher than the Certified Budget 
 

• About 2/3 of the higher projected cash balance can be attributed to greater revenue 
attainment than previously projected; 1/3 is due to reduced expenditures 
 

• Exceeds the 9.0% target reserve amount by $578.4 million 
 

• Equates to almost 13 weeks of FY 2015-16 projected operating expenses 
 

• Assuming no changes in benefits beyond the Board’s current design (except extension 
of the wellness benefit design to the Traditional 70/30 Plan beginning in 2016), the 2nd 
Quarter Update projects a 5.55% premium increase for January 1 of each year of the 
2015-17 biennium.  This is lower than the Certified Budget projection (8.22%) 

12 



13 13 

Certified Budget 
(Segal 8-19-13) 



14 

FY 2013-13 
Q1 Update 
(Segal 11-14-13) 

14 



FY 2013-14 
Q2 Update 

Page 1 
(Segal 3-20-14) 
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