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Presentation Overview 

• Forecast Update Schedule 
 

• Updated Assumptions: Certified Budget vs. CY 2014 2nd Quarter 
Projection 
 

• Updated Forecast for CY 2014 
 

• Summary Graphs 
 

• Summary and Future Outlook 

2 



Actuarial Forecast Update Schedule 

• The Plan’s actuary updates the forecast quarterly and at the end of 
each 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 2nd 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 June 2014 counts (instead of March 2013) 
 

• Anticipated claims expenditures based on actual experience through June 2014 
(instead of through March 2013) 
 

Additional Changes Included in Earlier Updates 
 

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

• Timing and amounts of pharmacy rebates and subsidies have been adjusted to reflect 
more recent estimates 
 

• 100% coverage of preventive services and medications 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 to include Calendar Years 2018 and 2019 
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New Changes in the CY 2014 2nd Quarter Update 
 

• 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) beginning in 2016 
 

• Seasonality of claims costs reflects more recent experience 
 

• Includes a $12.8 million increase in Fiscal Year 2014-15 administrative costs, 
as approved by the General Assembly 
 

• Includes cost of Applied Behavior Analysis benefit beginning January 2015 
(approved by Board in May 2014) 
 

• Includes cost for 100% coverage of new ACA preventive medications for the 
Enhanced 80/20 Plan and CDHP beginning January 2015 (approved by 
Board in July 2014) and Traditional 70/30 Plan beginning January 2016 
 

• Includes costs of adding three new local governments as employing units 
beginning January 2015 (S.L. 2014-75 and S.L. 2014-105) 
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Forecast Assumptions Changed/Revised in the Update 
Certified Budget vs. CY 2014 2nd Quarter Update 



Comparison of Models 
Certified Budget vs. CY 2014 2nd Quarter Update 

Calendar Year 2014 
CY 2014 

2nd Quarter 
Update 

(per Segal 9-9-14) 

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 $2.957 b $2.961 b ($3.4 m) 
    Net Claims Payments $2.492 b $2.582 b ($89.8 m) 

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

    Net Admin. Expenses $173.7 m $179.8 m ($6.1 m) 

  Total Plan Expenses $2.824 b $2.936 b ($112.5 m) 
  Net Income/(Loss) $133.7 m $24.6 m $109.1 m 
Ending Cash Balance $972.2 m $719.6 m $252.6 m 

2016 & 2017 Premium Increases 3.53% 8.22% (4.69%) 

2018 & 2019 Premium Increases 13.71% Not estimated -- 
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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 
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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 2nd Quarter Update projects lower 

medical claims costs and higher pharmacy claims costs in future years 
 

• $972.1 million cash balance projected for the end of the biennium (June 30, 2015): 
 

• $252.6 million higher than the Certified Budget projection (despite the 
premium freeze for the 2015 plan year) 
 

• Exceeds the 9.0% target stabilization reserve amount by $744.0 million 
 

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

• Assuming no changes in benefits beyond the Board’s current design, the CY 2014 
2nd Quarter Update projects a 3.53% premium increase for January of 2016 and 
2017.  This is lower than the Certified Budget projection (8.22%) 
 

• CY 2014 2nd Quarter Forecast Update will be used as the Authorized Budget for 
State Fiscal Year 2014-15 to benchmark against actual financial results 
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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 
(Segal 3-20-14) 
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Short Plan Year 
Q2 Update 

Page 2 
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CY 2014 
Q1 Update 

Page 1 
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CY 2014 
Q1 Update 

Page 2 
(Segal 5-16-14) 
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CY 2014 Q2 Update 
Authorized Budget 

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

Page 2 
(Segal 9-9-14) 
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