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Presentation Overview 

• Forecast update schedule 
 

• Updated assumptions:  Authorized Budget vs. 2nd Quarter Projection 
 

• Updated forecast for FY 2012-13 
 

• Summary graphs 
 

• Outlook for 2013-15 and 2015-17 Fiscal Bienniums 
 

• 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 Maintained in the Update 
Authorized Budget vs. 2nd Quarter Update 

• Overall trend assumption of 8.5% 
 

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

 
• Continuation of EGWP + Wrap pharmacy benefit 
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Forecast Assumptions Changed/Revised in the Update 
Authorized Budget vs. 2nd Quarter Update 

• Membership based on actual December 2012 counts (instead of June 
2012) 
 

• Anticipated claims expenditures based on actual experience through 
December 2012 (instead of through June 2012) 
 

• Enhancements to behavioral health and dental benefits (November 2012 
Board decision) 
 

• Investment earnings assumption reduced to reflect current rates 
 

• Administrative costs adjusted to reflect more recent Plan projections 
 

• Timing of pharmacy claims payments and rebates were aligned with 
current expectations 
 

• Pharmacy rebate amounts were increased for 2013 and 2014 to more 
closely match current projections 
 

• Affordable Care Act reinsurance fee was added to future year expenses 
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Comparison of Models for FY 2012-13 
Authorized Budget and 2nd Quarter Update 

FY 2012-13 
Authorized 

Budget 
(per Segal 9-18-12) 

2nd Quarter 
Update 

(per Segal 3-14-13) 

Difference 
Increase/ 

(Decrease) 

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

Plan Revenue $2.936 b $2.947 b $10.5 m 

Net Claims Payments $2.663 b $2.579 b ($84.1 m) 

Net Admin. Expenses $189.4 m $170.4 m ($19.0 m) 

Total Plan Expenses $2.852 b $2.749 b ($103.0 m) 

Net Income/(Loss) $83.9 m $197.4 m $113.5 m 

Ending Cash Balance $586.1 m $699.6 m $113.5 m 

FB 2013-15 Premium Increase 1.9% -0.6% -2.5% 

FB 2015-17 Premium Increase 15.1% 17.6% 2.5% 

6 



Forecast Comparisons:  FY 2012-13 Claims 
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Forecast Comparisons:  FY 2012-13 Ending Cash 
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Outlook for Upcoming Fiscal Bienniums 
2nd Quarter Updated Baseline Forecast 

Assuming no changes in benefits: 
 
• 0.6% premium decrease for July 1st of each year of the 2013-15 

biennium 
 

• Potential State savings associated with the premium adjustment in the 
2013-15 biennium 
 
• Total State Funding = ($41.2 m) 2013-15 

• ($14.0 m) in FY 2013-14 + ($27.8 m) in FY 2014-15 
 

• Total General Fund Appropriation = ($33.5 m) 2013-15 
• ($11.2 m) in FY 2013-14 + ($22.3 m) in FY 2014-15 

 
• 17.6% premium increase required July 1st of each year of the 2015-17 

biennium (compared to 15.1% in Authorized Budget) 
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Summary 

• The Plan’s claims trend continues to be under the budget projection 
 

• Projected cash balance at the end of FY 2012-13: 
• $699.6 million 
• Exceeds 7.5% target reserve amount by $506.2 million 
• Equates to approximately 12 weeks of FY 2013-14 projected 

operating expenses 
 

• Baseline premium increase for 2013-15 Fiscal Biennium is lower than 
previously forecasted 
 

• Baseline premium increase for 2015-17 Fiscal Biennium is higher 
than previously forecasted 
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Authorized Budget 
(Segal 9-18-12) 
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Q1 Update 
(Segal 11-15-12) 
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Q2 Update 
(Segal 3-12-13) 
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