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create great opportunities .

Asthe MUST program proactively prepares for increasing membership and the demand for
cutting edge health andeliness bene®ts, ti@ust embraces:

The challenge of containing health caests whileoffering multiple health plans that meet
the needs of all district emplees.

QGfering preventive care in evwebene® plan to increase early detection of illness

which, in turn, promises better outcomes and helps decrease the cost of claims.
(Gfering a Disease Management program to help members personalize management of
their health conditions through con®dential and expert counseling.

The challenge of promoting healtifestyles through the HealthFutures progam in an
effort to contain future claims costs and to berte® Trust members

Roviding two qualifying Health S&ngs Acount (HSA) plans that allv members to enjg

the tax advantages allowed by legislation.

MUST never questions thielue of customer service. Placing Marketing/®erRepresentatives
in the ®eld and weging in the Enrdment/Customer Sefice Department supports member's
high expectation for quality customer sace. All MUST deparents have stepped up to the
chdlenges and oppdunities provided to guarantee the continuation of ancetent, responsive
health insurance progm.

While theTrust has gown, public school employees and entities related to public schools remain
the only focusThe Montana Schools Services FoundatioB$J Board of Directors and the

MUST Board dirustees havexdensive experieneworking for and in school districts. Under

their guidance and through their experience, the programesgible and can address rapid change
when change is needed. Understanding the school environment gives leadership themippor

to quickly identify needed pragm enhancements and changes.

In the comingyea, MUSwelcomes the challenges and oppanities inherent in poviding a
guality health insurance pragm to Montana public school employees and retirees



A Message from the CEO

If there is one thing that can be said abouy dmasiness that is guided by
actuarial projections, it is that the ® nal numlvatl not be exactly what
was predicted.That is cetainly the casavith MUST in 2007-0&his repot
is provided in the spirit of full disclosure and transpargrafundamental
principle guiding MUST in its relationshipth our membership.

Thebottom line is that MUST reported a net loss off@2&lfor the 2007-08
plan year. Fdunately, MUST had and continues to hold adequate ves&r
carry it through periods of unexpected high claim$at is one of the most
important bene@s of pooling; the results of gogdas can cary the pool over
the pooryeas and minimize adverse effects on future premium.

In February 200®hen rateswere set for the 2007-08 phgea, MUSTwas in the midst of a fouyear
period whereyea to year health care costsere increasing beteen2 and 6 percent annually. And
given MUST's recent history of experiencing net income surplusetetermined to minimize the
2007-08 rate increases and to rya small extentan invegment earnings income as a method of
drawing down reseveswhichwere exceeding target levels. Rates for 208Aere setwith the target
being a breakeveyea considering irvegment income as revenue.

Atabout the time renwal rateswere sent to the disicts, we began to document an increase in claim
cods above the past trend-heclaim costitend began to change to more closely re ect the acyisar
estimate of 8-9% for the region rather than the MUST experienea.wil that unexpected change,
MUSwould have made it through thgea in an acceptable condition.

However keginning in July 2007 MUST began experiencing a signi®cant increase in high ¢ost cases
those over $10000 B year end, MUST paid #8,26 on 52 high cost casEsose amounts are more

than double the number and cost inaed during the previougea that sav 24 high cost cases

totaling $4,548®. Wten rateswere set, the actuarial projections estimated 35 cases arnD@&06as

a worst case scenario em with an enrdiment increase.

Wecontinue to monitor the serious cases and during the monthduyf and August 2008 MUST
experienced three $1@M0+cases totaling $43% compared to six cases totalin@$K22 during the
same period lasyear. Hopefully, 2007-98&s an unusual situation and not aeind.

On the positive side, for the 2007-08 g MUST changed pharmacy bene®nagerswith

the intent to better manage prescription costs and cmitthe rate of pharmag bene® increases
Prdiminary data indicaes we had some succedshe cost of pharmacy bene®ts on a per member
basis vas 8% higher in 2007-08 than the ey year. That compares &vaably toyea to year cost
increases of 9% in 2005-06 &%l 2006-07.



Today MUST stands on the threshold of experiencing thgelhisingle increase in membership in its

21 gar history. During the pasyear, MUST management, under the direction of the MIJ88tees and
MSE Bard, negotiated a letter of interwith Blue Cross and Blue Shield of Montana (BCBSMT) and
the Montana Schools Health akidefare Plan (MSHWP) to bring the MSMuBtricts into MUSTT he
addition of all of the MSHWP districts into Mu®DId increase total employee membership from the
current 84@® to 1®B® and raise the number of drgtts and groups served to 268 from the current level
of 211Asa result MJUSTwould be serving all but a hahd of Montana school districts.

MUST management and the boaxgsreport to were singularly focused on @mmplishing this
agreementwith no change in our methods of rate setting, operationswaittiout risking the @ances
of theTrust. Wethink the ageement reaches thoseogls whileproviding geat newopportunities to
the former MSHWP districts agell as the current MUST districts.

Theagreement enables those MSH\étricts that wish to join MUST to become effeetilanuary 1,
2009. Initially the MSHWPRQgps wil continue to pay the same premium andvedhe same bene®ts
that their current contract with BCBSMT gvides. In the spring of 2009, all MUSiips will be given
rates for MUST plansfeétive Julyl, 2009.heformer MSHWP gups wil continue to have their claims
processed by BCBSMT, but the bépk®s and all other seices wil be provided by the B&/MUST
staff.

Theagreement also creates amepportunity for all of MUST by pvriding for BCBSMT to seras a
third party administrator (TPA)for MUST for a period of up to tgears. During that time, BCBSMT
will have the opportunity to she that its preferred preider network,service capability and
administrative costs are competiterwith Allegiance Bend®an Managementthe current MUSTFA.

MUST disicts and membersvill bene®from this arrangement by hang the data (claim experience
and administrative costs) to fairly compare the fmmance of bothT PAs.Tha information will

enable MUST schools to selectTRéthat best sevesthe needs of the digtts in terms of price and
service.

Much needs to be done tdet these changes, buke arewell on ourway. Management and transition
teams from both BCBSMT and MUSHvaorking diligently to make the consolidation of the groups
as smooth as pagble wth the goal of minimizing ay adverse impact on the former MSHWP district
membership.



FY 2008 Financial Highlights

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

JUNE 30
ASSETS 2008 2007
Cash in Operating and Savings Accounts $ 1,495,516 $ 3,986,110
Cash in Claims Account (3,209) 4,197
Premiums Receivable 193,726 104,167
Interest Receivable 141,515 164,289
Other Receivables 307,637 370,945
Prepaid Expenses 42,168 43,083
Investments at Fair Value 20,876,562 20,595,330
TOTAL ASSETS $ 23,053,915 $ 25,268,121
LIABILITIES AND NET ASSETS
Accounts Payable $ 360,088 $ 52,709
Deferred Premium Revenue 1,537,719 1,489,258
Estimated Premium Benefits Incurred But Not Paid 4,861,524 4,861,524
Total Liabilities $ 6,759,331 $ 6,403,491
Unrestricted Net Assets $ 15,294,585 $ 18,864,629
Board Designated Net Assets 1,000,000 -
Total Net Assets (Deficit) Available for Benefits $ 16,294,585 $ 18,864,629
TOTAL LIABILITIES AND NET ASSETS $ 23,053,915 $ 25,268,121
Net Assets
25,000,000
June 30, 2007
20,000,000 - 18,864,629
une 30, 2008
16,294,585
June 30, 2006}
15,000,000 13420 349
June 30, 2005
, 10,000,000 9,496,956
& June 30, 2004
g 5,338,037
5,000,000 7 June 30, 2003
1,749,205
(5,000,000) 7 June 30, 2002
(4,424,636)

(10,000,000)
Fiscal Year




FY 2008 Financial Highlights

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

JUNE 30
ADDITIONS TO ASSETS ATTRIBUTED TO: 2008 2007
Premium Revenue $ 58,987,891 $ 54,923,990
Investment Income 908,050 837,565
Appreciation (Depreciation) in Fair Value of Investments (480,408) 763,497
Pharmacy Rebates 539,964 368,277
Administration Fee Rebates 300,000 300,000
COBRA Administration 6,403 5,527
Miscellaneous Income and Fees 4,752 -
TOTAL ADDITIONS TO ASSETS $ 60,266,652 $ 57,198,857
DEDUCTIONS FROM ASSETS ATTRIBUTED TO:
Claim Payments $ 57,937,640 $ 47,015,904
Wellness Benefit Payments 124,245 84,818
Group Life & Disability Insurance Premiums Incurred 420,437 398,308
Group Re-Insurance Premiums Incurred 183,816 327,888
Employee Assistance Program - 100,795
Administration Expense (Excluding Sponsorship Fees) 3,839,367 3,584,250
Sponsorship Fees 331,192 299,747
Increase (Decrease) in Estimated Premium Benefits
Incurred But Not Paid (IBNP) - (48,133)
TOTAL DEDUCTIONS FROM ASSETS $ 62,836,697 $ 51,763,577
NET INCREASE (DECREASE) IN NET ASSETS
AVAILABLE FOR BENEFITS $ (2,570,045) $ 5,435,280
Net Assets (Deficit) Beginning of Year 18,864,629 13,429,349
NET ASSETS (DEFICIT) END OF YEAR $ 16,294,585 $ 18,864,629

FY 2008 Expen se Distrib ution

O Medical & Wellness Benefit Payments (78.4%)

B Pharmacy Benefit Payments (14.0%)

OLife & Disability Insurance (.7%)

B Administration & Reinsurance (6.4%)

O Sponsorship Fees (.5%)




The MSSF Board of Directors

Lance Melton Eric Feaver Darrell Rud

MTSBA MEA-MFT SAM
Chairman Vice-Chairman Seaqetary/
Treasurer

On July30 the MSSF Board received a letter from the Montana Schools Healttekane Plan (MSHWP)
group with a proposal to magedistricts insured by MSH®W/hto MUSTWesubsequently metvith and
discussed the proposeldith the MSSFxeautive of@e and actuarial consultantWethen metwith the
MSHNPconsultants in September.

Theproposalwvasto merge the 57 MSHR\goups into MUSTWwhich at that time insured 203 drstts and
school related ups. On its face, thegmosal vas enticing because it advanced public schools toward the
god of the K12 State Health Insurance Plan (K)2@ti#iPeach of our sponsoringaups advanced and
supported during the 2005 Legislature and previous sessitvesnain difference being that MUS/buld be
the bene®ts pnader rather than a ner gate sponsored bend®lan or agency.

With a proposal such as thikere remained a gyriad of questions to be answered concerning motivation,
®rances and implementation angery importantly, what was the position of Blue Cross and Blue Shield of
Montana (BCBSMT) regarding a proposal teebdof its goups to another bene®rovider.

In DecemberB2BSMT management indicated they supported the concepvanted to participate.
Discussions began in earnesfiaruary between MSSF/MUST management, MSBWéultants and
BCBSMT managemefithe MUST Board d@fustees and MSSF Bdarere actively inglved in directing those
discussionsA ktter of intent was ®nalt 3gned on Mach 21, 2008 that paved thay to bring the MSHWP
groups into MUST #&dctive &anuary 1, 20009.

From thevery beginning the MSSF and MUST Boatdaed the association of all groups into a single pool as
a positive development for public schools and our membershifethink that all public school employees in
Montana stand to bene® Many of the advantages thatere attributed to the K12SHIP proposal can occur
through this association .

Greater numbers of members should result in better predictapititdaims and thus more stability in rates
stronger purchasing power for MUST as it negasawth all kinds of consultants and pvaders andyery
importantly, the added bend®f the addition of BCBSMT as a claim process#){dr the former MSHWP
groups in the short run and potentigllany MUST pup in the future.Two TRA'swill give MUST members
the advantage of being able to select ThRAgroup that provides the stonged preferred provider discounts,
most competitive administrative costs and the best service in fatyars.

Wesee a positive future for MUST asrdvgs andwill be lo&ing for other oppotunities to strengthen MUB
and the services it prades for all of our public school members.



A Statement from MUST Board
Chair, Darrell Sackman
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Ann Bogon

During the 2007-08 plgea, MUST experienced two unexpected situations; the

®1st being an unusually large number of high cost claims and the second, a proposal
from the Montana Schools Health aefare Plan (MSHWP) Board and consultants
suggesting a merger of the 57 MSHWP school groups into MUST.

Analyzing the claims data for the 2007-08 pizen, our actuarial consultant advises
that the large number of high cost claims are a statistical ediérn from the
expected. Lastea, MUST erollment increased by 6%gtlarge claims over $1,000
increased by 8%.Those large claims amounted to $4.3 million more in 2007-08 than in the previous
yea and $3.5 million more than the amount projected based upon thdlerent increase and medical
cog trend. Wearewatching claims closely and during July and August of 2008 large claim costs have
declined 30%dm the same period lagtar. Weare hopeful that trend continues.

Darrell Sacknan

Thesecond unexpected challenge is a positive dppdy for MUSTWeview the potential addition

of the MSHWP districts into the MUST family as a positive tppty. Hwever, tie union had to

be considered in terms of our responsibilities to our membership and to the ® nancial gt tie
Trust. During the discussions leading to the letter of intéhe Tustees directed that MUST should
not waver from its current undewrit ing (rate setting) methodology nor its commitment to serve its
membership. Most impdantly, we could not place MUST at riskaRcially.

Tothat end, MUST management endeavoredigicome the MSH\W dstricts and to prepare to
provide those ne districts with all of the sevices, training and bene®ts pided to current MUST
districts. Wethink the letter of intent meets those directives

Effective &nuary 1, 2009 those MSPIdétricts desiring to join MUSHIll have the opportunity to
participate in the MUST Healthrutures wellness progam while coninuing with their current Blue
Cross and Blue Shield of Montana (BCBSMT)th@ae®and rates h March 2009, all MUS®Bgps will
receive rengval rates for theyea beginningJuy 1 209 based upon the current MUST undeting
methodology and subjecbtTrustee evaluation andwersight.

On &nuary 1, 2009, MUGIT add BCBSMT as a third peatiministrator (TPA)for the former MSHWP
districts whileAllegiance Bene®an Managemenwill continue ag PAfor current MUST groups. By
mid 2010BECBSMT should be available to servel@?for all MUST distts. Allegiance Bene@an
Managementwill be available to serve the former MSHWP groupskhs

Having compehg TPASIs in the best interest of all MUST digs. For the ®rst time, MUST districts
will have the opportunity to compare thersihgth of the prefered provider networks(PPOs) of each
TPAalongwith their administative costs and servicedistricts will be in the unique position of being
able to select MUST berte®ut also be sgedby theTPAwith the most effective PPO network and
most ef®dent organization.

There are mary dhallenges ahead age work to bring both goups together kut the bene®ts should be
well worth the effort.



In Partnership with MUST
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Thefollowing companies paner with MUST in poviding services to our
membership.

Actuaries Northwest

an actuarial and consultingr@®, develops actuarially sound rates for new and weimeg business
and provides general business information and direction to the Boartine$tees as they manage
MUST benetplans.

Allegiance Bene!t Plan Management, Inc.

a third party administrator, provides a stafof dedicated professionals thatork closelywith MUST
to administer claims adjudication.

APS Healthcare

provides high risk maternig £reening progam, @se and utilization management on behalf of
MUST.

Caremark

the Pharmag Bene® Manager proiding prescription bene@nanagement.

Standard Insurance Company

provides a basic plan of life insurancenedl asAddtional Life and @ng erm Disabiliyy overage
options.

Symetra Insurance Company

provides reinsurance a@ring claims incurred over $00,000

Paradigm Group

providesHealthy Futures wellness services in picipating disticts.

AccordantCare

provides Disease Management services to platiqgpants.



MSSF Staff serving you are:

Chief xeautive Of®er
Exeutive Asdstant
Administrative Of®er
Cheef Financial €cer
Accounting Specialist

Enrdiment/Eligibility Supervisor
Enrdiment/Eligibility Specialists

Administrative Support Clerk

Marketing/Field Services Supéor
Marketing/Field Services Representatives

Marketing Asgstant
Welness Development Coordinator

Bb Robinson
Bm Tudor
dan Fabricius
[2na Gormely
Rtri cia Cooper
#li Hargreaves
didy Sanchez
Kerry Qichine
Reryl Perry
Rm Chappell
Ma Herrera
Bv $oja
@rth Cox
dmara Cowder
&g Disney
Mrcia Ellermeyer

Bwn Smith-Sullivan

Selly Batista
Janne Cannon
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Above the Crowd

www.mustbenelts.org
800-845-7283



