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EXECUTIVE SUMMARY

Deloitte & Touche was retained by the State of Alaska to review the financial status of its self-insured long-term care (LTC) program provided to retired employees. Specifically, we analyzed the plan to determine if there had been any material financial changes since we performed our last valuation in 1999 which was conducted prior to, but in anticipation of, a series of new benefit plan options (Silver, Gold and Platinum) were implemented. The State provided premium, claims and membership information for the LTC plan, which served as the basis for our analysis. This report outlines the approach and findings of the LTC study completed by Deloitte & Touche.

Deloitte & Touche reviewed the plan claims, enrollment, and premium data and used our LTC valuation model in order to perform an analysis of the financial condition of the plan. This study tested our original assumptions from 1999 and examined four main areas:

· Claim cost and incidence

· Historical plan fund balance

· Enrollment distribution

· Current plan financial status

In our prior work to valuate the financial condition of the plan and develop premium increases for the new plan designs, we had made actuarial assumptions regarding the claim incidence and average cost per claim. We also assumed that the premium structure for the new plans would not create any significant enrollment differences by plan level and age band. The following table illustrates the prior assumptions and current findings for each:

	Area
	1999 Assumptions
	Current Findings

	Expected Claims
	30% of standard morbidity
	25% of standard morbidity

	Average Cost per Claimant
	$80,000
	$74,000

	Members by Plan
	No significant variation by plan option
	No significant variation by plan option

	Fund Balance
	Sufficient
	Sufficient


In general, the original plan assumptions appear to be valid and the plan appears to be financially sound at this time. There should be no current reason to alter the plan structure or rating. In addition, it does not appear that there should be any concerns related to the distribution of plan membership among the new plan options. We were not able to determine the sufficiency of the rates for the new plan options, as none have experienced claims to date. We would recommend that the evaluation be updated on an annual basis. This would allow the state to monitor the plan and take action in a timely fashion.

CONCLUSION

The State of Alaska long-term care plan appears to be in sound financial health at this time. The assumptions that we used in our 1999 valuation have proven to be valid, increasing our confidence in the sufficiency of the historical plan rates. Furthermore, there do not appear to be any concerns related to the distribution of new members of “buy-up” members in the new plans. At this time, we are unable to establish the sufficiency of the ratings for the new plan benefits, as none of the plans have experienced any claims.
It should be noted that the plan is still relatively young. As a result, the number of years of available plan experience is limited; making the conclusions derived from the experience somewhat subject to change. Furthermore, actual experience may vary significantly from expected experience as the population continues to mature. As we have mentioned in prior correspondence, it is essential that the plan be continually monitored in order to assess its financial conditions and implement necessary corrective actions in a timely manner. This will be especially critical as claimants emerge from the new plans. We would recommend that the plan experience be reevaluated every year.
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