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"MEMORANDUM
SENT VIA EMAIL :
TO: Tanya Ask
CC: Cecil Bykerk, Jim Vanvig, Linda Price
FROCM: Peggy Onstott
DATE: January 13, 2005
RE: Montana Comprehensive Health Association (MCHA) — Premium Assistance Program
Projections

The purpose of this memo is to summarize an analysis of the funding réquued to sustain the Premium
Assistance (Pilot) program under various scenarios. This was requested by Erin McGowan at the December
Board conference call. Please let me know if you have any questions on this and forward to Erin and others

at the MT Insurance Department as you see fit. Thanks.

Pilot Projection Scenarios and Assumptions

The Pilot line of business was projected using the most recent MCHA baseline projection scenarios
(Scenarios 85, 86, and 87 with some modification to loss ratios). This reflects actual enrollment and loss
experience through the third quarter of 2004, although October and November enrollment were included for
the Pilot line. December and January Pilot enrollment figures were requested but not available so estimates

were used.

Under all scenarios, the amount of funding required to continue the program through the next biennium
(MCHA fiscal years 2006-2007) was determined. The funding is shown both for the premium subs1dy and
the amount needed to cover losses from claims and operating expenses. No federal TAA grant income was
~ allocated to the Pilot line. No further state subsidy moneys for this line are included beyond fiscal year 2005.

Scenarios 1-A and 1-B show the funding needed if the currem enrollment level of 220 members continues
indefinitely, with projected loss experience (about 165% incurred loss ratio). Scenario 1-A assumes the 45%
premium subsidy is continued. Scenario 1-B assumes that the subsidy is increased back to the 55% level on

July 1 this year and remains at that level.

Scenarios 2-A and 2-B show the funding needed if the current enrollment level of 220 members continue
until July 1, at which time enrollment is opened to an assumed 50 members on the waiting list plus an
additional 80 members, i.e. up to 300 plus the current waiting list. It is assumed that the 50 waiting list
members enroll in July 2005 and the remaining new enrollees are graded in over the period from July 2005
through January 2006. Other assumptions correspond to Scenarios 1-A and 1-B.

Scenarios 3-A and 3-B show the funding needed if enrollment is increased to 350 as in Scenarios 2-A and 2-
B, but with improved claims experience (about 154% loss ratios).







Exhibit P-1
MONTANA COMPREHENSIVE REALTH ASSOCIATION - FINANCIAL PROJECTIONS
Pilot (Premium Assistance) Program
Funding Requirements & Comparisons with Current (Scenario 1-A)
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1A 20056  {Maintain Current Enroimant Effective Jan, 2005 206 27 45% Pramium 163% 0.1 $0.7 $o28 528 $255
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