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State Budget Language
SECTION 36.24.(a) The State Treasurer and the Board of Trustees shall adopt 
measures applicable to any or all of the 2017, 2018, or 2019 calendar years to 
limit projected employer contribution increases.

SECTION 36.24.(b) If the Director of the Budget determines that the additional 
cost-controlling measures adopted by the Board of Trustees and the State 
Treasurer as directed in subsection (a) of this section are sufficient to reduce 
the projected employer premium increases to four percent (4%) or less in 
both the 2018 and 2019 plan years, then the Director of the Budget is 
authorized to reallocate funds in the Reserve for Future Benefit Needs to 
individual State agency budgets. The projected employer premium increases 
should be calculated assuming the Reserve for Future Benefit Needs is 
reallocated. (Bold italics added)

• The updated State Health Plan forecast projects employer contribution 
increases of 3.74% for 2018 and 2019.
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Release of the Reserve Funds
• Staff met with the Director of the Office of State Budget and Management 

(OSBM) and his staff in mid-July to discuss the current forecast and 
releasing the Reserve for Future Benefit Needs 

• The Director asked for a letter from the Executive Administrator and the 
Plan’s actuary on the soundness of the forecast
• The letter was sent on July 25, 2016

• On August 1, 2016, the Plan received notice from OSBM that the Reserve 
for Future Benefit Needs will be reallocated to the employing units, 
allowing employer contributions to increase 3.4% as of January 1, 2017
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Current Forecast:  Progression

Forecast Progression

Change in 
2018-2019 
Premium 
Increases

Projected
2018-19 

Premium 
Increases

Board-approved 2017 benefit design (CY 2015 Q4 Forecast)
6.48%

(See May BoT
meeting materials)

Plan Experience in 2016 Q1 -0.30

Reduced Administrative Expenses Beginning FY 2016-17 -0.74

Medicare Advantage:  Assume full ACA Insurer Fee in 2018 +0.93

Board-approved Medicare Advantage renewal pricing -0.60

Board-approved custom closed formulary for PBM contract -0.40

Higher 2016 rebate true-up*, projected forward -1.63 3.74%
(current forecast)

Total Change in 2018-2019 Premium Increases -2.74
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*The Plan received a $49.5 million rebate true-up payment on July 1, 2016.  The payment was $34.5 
million more than the amount included in previous forecasts.



Summary/Future Outlook
Based on CY 2016 1st Quarter Update
Relative to the Certified Budget (FB 2015-2017), the CY 2016 1st Quarter Update 
projects:
• a higher cash balance at the end of 2016,
• slightly higher medical claims costs in 2016 but lower long-term medical costs due to benefit 

design changes,
• lower pharmacy claims costs due to higher rebates and the new PBM contract

• The $844.2 million cash balance projected for June 30, 2017:
• Is $327.4 million higher than the Certified FB 2015-17 Budget projection
• Exceeds the 9.0% target stabilization reserve amount by $577.8 million
• Equates to 12.6 weeks of projected FY 2017-18 operating expenses

• The CY 2016 1st Quarter Update does not anticipate falling below the 12% Legislative 
Reserve Floor

• The CY 2016 1st Quarter Update projects the need for 3.74% premium increases for 
January 2018 and 2019.  This is lower than the Certified FB 2015-17 Budget (14.88%) 
and below the 4% target set in the State Budget
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Estimated Annual State/Employer Contributions
Active Employees
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Certified Budget CY 2016 Q1 Update

In 2016, employer 
contributions for 

active employees are 
$5,564 annually 
($463.68/month).

In 2017, employer 
contributions expected 

to increase 3.4%.

In 2020 and 2021, the excess 
cash balance will have been 

spent, requiring larger 
contribution increases to 
catch up to actual costs.

By 2021, annual employer 
contributions will be $475 less 

per employee due mostly to cost 
containment measures taken by 

the Board.In 2019, lower 
employer contributions 

will save the State 
more than $440 million.
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CY 2016 1st Quarter Forecast Update



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
CY 2016 1st Quarter Update vs. Certified Budget
• Membership trends

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

• Trend assumptions
• 7% medical trend
• 8.5% pharmacy trend
• 3% administrative trend after FY 2016-17

• Board-approved benefit design for CY 2016
• Increase in wellness premiums and credits
• Increased cost-sharing in Traditional 70/30 Plan
• Changes to Consumer-Directed Health Plan (CDHP):  increases to HRA starting balance and 

member out-of-pocket maximums
• Status Quo in Enhanced 80/20 Plan, except Tier 5 pharmacy copay

• 3.43% across-the-board premium increases for 2017

• Cash reserves are balanced to the Target Stabilization Reserve (TSR) as of December 31, 2019
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• Membership based on actual March 2016 enrollment data (instead of May 2015)
• Includes the impact of Annual Enrollment on 2016 plan options

• Anticipated claims expenditures based on actual experience through March 2016 (instead of June 2015)

• Cash balance begins from actual total as of March 31, 2016 (rather than June 30, 2015)

• Increased pharmacy rebates to more accurately reflect recent rebate experience, including a $49.5 million 
rebate true-up payment received July 1, 2016

• Lower administrative cost estimates beginning July 2016
• $20.2 million reduction for FY 2016-17 reflects more recent expectations of actual spending

• The update includes the 2017 benefit design approved by the Board in 2016
• The Certified Budget included a 2017 benefit design with a base premium on the Traditional 70/30 Plan 

and no changes to the Enhanced 80/20 Plan

• Pharmacy savings projected from the new PBM contract and the Board’s approval of a closed formulary 
(beginning in 2017)

• Medicare Advantage (MA) premiums reflect final 2017 renewal negotiations and the Board’s approval of a 
single MA carrier for 2017

• MA premium rates for 2018 and after assume the re-imposition of a federal Insurer Fee that was waived 
for 2017, resulting in higher out-year MA premium estimates
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Forecast Assumptions Changed/Revised in the Update
CY 2016 1st Quarter Update vs. Certified Budget



Calendar Year 2016 Comparison of Models
CY 2016 1st Quarter Update vs. Certified Budget

Calendar Year 2016
CY 2016 1st

Quarter 
Update

(per Segal 7-5-16)

Certified
Budget

(per Segal 10-13-15)

Difference: 
Increase/

(Decrease)
From Budget

Beginning Cash Balance $1.015 b $941.3 m $73.9 m
Plan Revenue $3.167 b $3.094 b $72.9 m

Net Claims Payments $2.919 b $2.918 b $0.8 m

Medicare Advantage Premiums $193.8 m $190.9 m $2.9 m

Net Admin. Expenses $210.0 m $249.8 m ($39.8 m)

Total Plan Expenses $3.323 b $3.359 b ($36.1 m)
Net Income/(Loss) ($155.8 m) ($264.8 m) $109.0 m

Ending Cash Balance $859.4 m $676.5 m $182.9 m

2018 & 2019 Premium Increases 3.74% 14.88% (11.14%)
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Forecast Comparisons:  Calendar Year 2016 Claims



Forecast Comparisons:  Ending Cash Balance December 31, 2016
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Forecast Comparisons:  Ending Cash Balances in FB15-17
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*Forecasts include the Board’s approved benefit design for 2017 and future years



Projected Cash Balance/12% Legislative Reserve Floor
CY 2016 1st Quarter Forecast Update
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Certified FB 2015-17 Budget
Page 1 (CY)

(Segal 10-13-15)
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Certified FB 2015-17 Budget
Page 2 (FY)

(Segal 10-13-15)
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CY 2015 Q3 Update
Page 1 (CY)

(Segal 11-6-15)
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CY 2015 Q3 Update
Page 2 (FY)

(Segal 11-6-15)
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CY 2015 Q4 Update
Page 1 (CY)
With Board’s 2017 Benefit 
Design
(Segal 5-12-16)
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CY 2015 Q4 Update
Page 2 (FY)
With Board’s 2017 Benefit 
Design
(Segal 5-12-16)
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CY 2016 Q1 Update
Page 1 (CY)
With Board’s 2017 Benefit 
Design
(Segal 7-5-16)
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CY 2016 Q1 Update
Page 2 (FY)
With Board’s 2017 Benefit 
Design
(Segal 7-5-16)
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