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Presentation Overview 

• Forecast update schedule 

 

• Review of assumptions and revisions 

 

• Updated forecast for FY 2012-13 

 

• Comparison of approved benefit design projections 

• Initial projection:  February 1st (Shared with Board on February 4th) 

• New projection based on 3rd Quarter Update:  May 30th  

 

• Comparison of Board approved design to baseline forecast 

 

• Summary 
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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 

• Overall trend assumption of 8.5% 

 

• Membership trends 

• 1% annual decrease in actives 

• 1% annual increase in retirees 

 

• Board approved scenarios assume the features of the Board’s plan design 
effective January 1, 2014 

 

• The authorized budget and the baseline forecast scenarios basically assume 
a status quo plan design (no additional plan options beyond 70/30 and 80/20 
plans, no premium surcharges/credits, continuation of EGWP + wrap, etc.) 

 

• A more detailed list of adjustments to the forecasts is shown on the following 
page 
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Forecast Assumptions Changed/Revised in the Updates 

Authorized Budget vs. 3rd Quarter Update 
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Assumptions Changed/Revised 
Initial Board 

Design 
(Segal 2-1-13) 

Baseline 

Update 
(Segal 5-30-13) 

Board Design 

Update 
(Segal 5-30-13) 

Financials and membership updated thru March 2013 X X 

Reduced investment earnings assumption X X 

7/1/13 enhancements:  behavioral and dental health X X X 

7/1/13 enhancement:  blood glucose test strips X X 

Updated administrative cost estimates X X 

Updated timing and amounts of pharmacy claims/rebates X X 

Updated medical claims refunds X X 

Federal ACA reinsurance fee X X X 

Board approved plan design* to be implemented 1/1/14 X X 

Final 2014 pricing on MA-PDP products X 

EGWP + wrap eliminated 1/1/14 X X 

*See following page for details. 



Board Approved Plan Design 

• Effective January 2014: 

 

• Convert to calendar year 

• Short plan year (July-December 2013) 

• Premium increases will move to January 1 

 

• Offer Medicare Advantage with an integrated prescription drug program (MA-PDP) to Medicare 

retirees 

 

• Offer a Consumer-Directed Health Plan (CDHP) to active employees and non-Medicare retirees 

 

• Implement Board’s Wellness Design for the Enhanced 80/20 Plan and CDHP (free preventive 

care, wellness surcharges and credits, incentives, etc.) 

 

• Maintain premium free Traditional 70/30 Plan option for active employees and retirees 

 

• Increase target stabilization reserve (TSR) from 7.5% to 9.0% of claims by December 2015 

 

• Since the initial forecast of the Board approved benefit design in February, the Plan’s actuary has 

continued to refine the assumptions surrounding the design with input from Plan staff 
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Comparison of Models for FY 2012-13 

Authorized Budget and 3rd Quarter Update 

FY 2012-13 
Authorized 

Budget 
(per Segal 9-18-12) 

3rd Quarter 

Update 
(per Segal 5-30-13) 

Difference 

Increase/ 

(Decrease) 

Beginning Cash Balance $502.2 m $502.2 m $0.0 m 

Plan Revenue $2.936 b $2.958 b $21.9 m 

Net Claims Payments $2.663 b $2.537 b ($125.9 m) 

Net Administrative Expenses $189.4 m $167.5 m ($21.9 m) 

Total Plan Expenses $2.852 b $2.704 b ($147.8 m) 

Net Income/(Loss) $83.9 m $253.6 m $169.7 m 

Ending Cash Balance $586.1 m $755.8 m $169.7 m 
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Forecast Comparisons:  FY 2012-13 Claims 
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Forecast Comparisons:  FY 2012-13 Ending Cash 
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Comparison of Board Approved Plan Design Projections 

Initial Projection vs. 3rd Quarter Updated Projection 

Initial 

Projection 
(Segal 2-1-13) 

3rd Quarter 

Update 

 (Segal 5-30-13) 

Difference 

Premium Increases 

  FB 2013-15 4.7% 0.1% (4.6%) 

  FB 2015-17 10.4% 15.0% 4.6% 

Employer Contribution Increases 

  FY 2013-14 $56.1 m $0.8 m ($55.3 m) 

  FY 2014-15 $170.2 m $2.2 m ($168.0 m) 

  Total $226.3 m $3.0 m ($223.3 m) 

General Fund Increases 

  FY 2013-14 $44.8 m $0.6 m ($44.2 m) 

  FY 2014-15 $136.2 m $1.8 m ($134.4 m) 

  Total $181.0 m $2.4 m ($178.6 m) 
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Premium Increases for the 2015-17 Fiscal Biennium 

Why Do They Keep Growing? 

• Claims experience below the 
projected trend lowers the starting 
point for projections of future claims 
costs, but it does not necessarily 
alter the projected future rate of 
growth 
 

• As shown in the chart, the premium 
increases in the updated forecast 
result in lower premiums than the 
initial forecast in all four years 

• The growing premium increase for the 2015-17 Fiscal Biennium is attributable to the 
availability of a large cash balance and the Plan’s traditional forecasting methodology 
 

• Because the forecast balances cash to the TSR for a given point in time (December 
2015), all cash above the TSR (almost $500 million) is budgeted for use over the next 
2½ years 
 

• Since cash will be used extensively during FB 2013-15, there is a reduced need to 
increase premium revenue in 2014 and 2015 
 

• Lower premium increases for 2014 and 2015 require greater premium increases for 
2016 and 2017 to recover lost ground 
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Comparison of 3rd Quarter Updates: 

Baseline Forecast vs. Board Approved Plan Design  
Baseline 

Projection 
(Segal 5-30-13) 

Board Design 

Projection 
(Segal 5-30-13) 

Difference 

Premium Increases 

  FB 2013-15 (1.5%) 
July 1 

0.1% 
January 1 

1.6% 

  FB 2015-17 18.9% 
July 1 

15.0% 
January 1 

(3.9%) 

Employer Contribution Increases 

  FY 2013-14 ($37.0 m) $0.8 m $37.8 m 

  FY 2014-15 ($73.2 m) $2.2 m $75.4 m 

  Total ($110.2 m) $3.0 m $113.2 m 

General Fund Increases 

  FY 2013-14 ($29.6 m) $0.6 m $30.2 m 

  FY 2014-15 ($58.5 m) $1.8 m $60.3 m 

  Total ($88.1 m) $2.4 m $90.5 m 
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Projected Total State Contributions for Health Benefits 
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• Although slightly more expensive in the next two years, the Board approved benefit design (blue line) could save the 

state $377 million over the next four years relative to the baseline forecast (green line), including $300 million in General 

Fund spending.  Employees and retirees could save $241 million in premium contributions, including the dependent 

premium savings available through the MA-PDP and CDHP options. 
 

• The actuaries also produced a model that holds the premium increases steady for the next four calendar years (red line).  

The annual premium increase necessary to achieve the 9% TSR by December 31, 2017 is 4.5%. 
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Projected State Health Plan Expenses 
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• Relative to the baseline benefit design, the Board approved design is expected to reduce expenses by 

$889 million over the next four fiscal years.  The expenditure reduction will be partially offset by a 

decrease of $322 million in EGWP revenues, resulting in a net savings to the Plan of $567 million 
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Summary 

• Factoring in recent experience reduced the January 1, 2014 premium increase 

initially projected for the Board approved benefit design 
 

• Required premium increases for the 2013-15 Fiscal Biennium under the approved 

design are lower than previously forecasted 
 

• Required premium increases for the 2015-17 Fiscal Biennium under the approved 

design are higher than previously forecasted 
 

• Relative to the baseline forecast, the Board’s approved benefit design: 
 

• Requires a higher premium increase for 2013-15 Fiscal Biennium  
 

• Requires a lower premium increase for 2015-17 Fiscal Biennium  
 

• Could save the state $377 million in employer contributions over the next four 

years 
 

• Reduces Plan expenses by $889 million over the next four years 
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Authorized Budget 
(Segal 9-18-12) 
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Board Design 

Initial Projection 
(Segal 2-1-13) 
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Insert Q2 Board Design (3-14-13) 
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Q2 Board 

Design Update 
(Segal 3-14-13) 
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Q3 Board 

Design Update 
(Segal 5-30-13) 
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20 

Q3 Baseline Update 
(Segal 5-30-13) 



21 

Q3 Board 

Design Update 

4-Year Smoothed 
(Segal 5-30-13) 
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