
4th Quarter Actuarial Forecast Update 
Board of Trustees Meeting 

September 27, 2013 

Forecast prepared by The Segal Company 
Final version dated 9-17-13 



Presentation Overview 

• Final Fiscal Year 2012-13 Charts 
 

• Forecast update schedule 
 

• Updated assumptions:  3rd Quarter vs. 4th Quarter Projection 
 

• Updated forecast for Short Plan Year (July-December 2013) 
 

• Summary and Long-Term Outlook 
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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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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 
3rd Quarter Update vs. 4th Quarter Update 

• Overall trend assumption of 8.5% 
 

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

 

• Short plan year, July-December 2013 
 

• New plan offerings as of January 1, 2014 
 

• Includes impact of: 
• SL 2013-360, Appropriations Act, SB 402 funding to increase employer 

contributions for health plan coverage during the 2013-15 biennium 
 

• SL 2013-379, Amend Pharmacy Laws, HB 675 pertaining to audits 
 

• Coverage changes approved by Board in July to comply with Federal 
Mental Health Parity Act 
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Forecast Assumptions Changed/Revised in the Update 
3rd Quarter Update vs. 4th Quarter Update 

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

• Anticipated claims expenditures based on actual experience through 
June 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 
 

• Projected pharmacy rebate amounts increased to reflect more recent 
expectations 
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Comparison of Models for Short Plan Year (Jul-Dec 2013) 
3rd Quarter Update vs. 4th Quarter Update 

Short Plan Year 
July – December 2013 

3rd Quarter 
Update 

(Final Version per 
Segal 8-19-13) 

4th Quarter 
Update 

(per Segal 9-17-13) 

Difference 
Increase/ 

(Decrease) 

Beginning Cash Balance $755.8 m $783.5 m $27.7 m 

Plan Revenue $1.476 b $1.477 b $0.8 m 

Net Claims Payments $1.445 b $1.446 b $0.8 m 

Net Admin. Expenses $91.3 m $91.3 m $0.0 m 

Total Plan Expenses $1.537 b $1.538 b $0.8 m 

Net Income/(Loss) ($60.8 m) ($60.8 m) $0.0 m 

Ending Cash Balance $695.0 m $722.7 m $27.7 m 
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Forecast Comparisons: 
Short Plan Year and Fiscal Year 2013-14 



Forecast Comparisons:  Ending Cash Balances 
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Summary/FB 2015-17 Outlook 
Final Fiscal Year 2012-13 results: 

 

• Actual medical claims ended $25 million below the 3rd Quarter Update 
 

• Actual pharmacy claims ended $5 million above the 3rd Quarter Update 
 

Current Fiscal Biennium:  2013-2015 
 

• Relative to the 3rd Quarter Update, the 4th Quarter Update projects slightly lower medical claims costs and 
slightly higher pharmacy claims costs 

 
Fiscal Biennium 2015-17 Outlook 

 

• Cash balance to start the 2015-17 Fiscal Biennium: 
 

• $689.1 million 
 

• $47.8 million higher than the 3rd Quarter Update (mostly due to higher starting balance – actual FY 2013 ending cash higher 
than 3rd Quarter projection) 
 

• Exceeds the 9.0% target reserve amount by $434.7 million 
 

• Equates to approximately 11 weeks of FY 2015-16 projected operating expenses 
 

• Assuming no changes in benefits beyond the Board’s current design, the 4th Quarter Update projects a 
7.64% premium increase for January 1st of each year of the 2015-17 biennium.  This is lower than the 
previous projection (of 8.22%) 
 

• Caveat:  While the 4th Quarter Update indicates we can expect our cash balance to continue to exceed 
projections (slide 10) –  an indication claims experience is likely to continue to be less than projected – actual 
claims payments in the 1st quarter of FY 2013-14 are close to or exceeding projections. 
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Q3 Update 
(Final Version 

Segal 8-19-2013) 
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Q4 Update 
(Segal 9-17-13) 
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