
2016 REPORT TO PARTICIPANTS AND STAKEHOLDERS 

 

MISSION AND VISION 
 

The Public Employees’ Benefits Program (PEBP) provides health insurance benefits to State of 

Nevada employees, retirees and their dependents, as well as employees, retirees and their 

dependents from participating local governments. 

 

VISION STATEMENT 

 

To operate a well-managed group insurance program that promotes a healthy population and 

protects members from catastrophic financial loss. 

 

MISSION STATEMENT 

 

Recognizing the fiduciary responsibility of the Board, promote wellness, transparency, ease of 

use, communications and integration of PEBP programs centered around the people we serve. 

 

2015 OVERVIEW 

 

PEBP is now in its fifth year providing a Consumer Driven Health Plan (CDHP) alongside a 

Health Maintenance Organization (HMO) for active employees and non-Medicare retirees while 

covering Medicare retirees through an individual market exchange.  
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ACCOMPLISHMENTS 

 

PROGRAM LEADERSHIP  

 

Three Executive Officers lead the agency in Calendar Year 2015: Jim Wells, CPA, left the 

agency in February, Kateri Carraher came back from retirement to act as Interim Executive 

Officer from March through August, and Damon Haycock was appointed and began in August 

2015.  

 

LEGISLATURE 

 

The 78th Legislative Session concluded in May and brought changes to the program.  

 

 Senate Bill 472 reduced the new hire 60-day waiting period to the 1st day of employment 

(if employment began on the 1st of the month) or the 1st day of the month following the 

first day of employment (if employment began after the 1st of the month).  

 

 Senate Bill 505 was passed that allowed a two-month holiday from collecting the 

subsidies the State agencies pay to PEBP to reduce surpluses collected previously from 

those State agencies.  

 

 Senate Bill 471 was passed that allowed the retiree subsidy provided to retirees enrolled 

in Medicare to also be utilized by retirees enrolled in the federal TRICARE program.  
 

REGULATIONS 

 

PEBP adopted temporary regulation T004-14 at the April 2, 2015 Adoption Hearing. This 

regulation revised the manner of calculating the subsidies required to be paid by local 

governments for certain retired public officers and employees so that the governing body will 

pay the same portion of the cost of coverage under the Program as the State pays for persons who 

retire from state service and participate in the Program. On September 17, 2015, PEBP held an 

Adoption Hearing and made the temporary regulation permanent (R013-15).  

 

CONTRACTING  

 

Wellness Program 

At the April 16, 2015 Board meeting, the PEBP Board approved the termination of the wellness 

contractor, U.S. Preventative Medicine (USPM), and canceled the Request for Proposal (RFP) 

for wellness services. Effective July 1, 2015, the Board discontinued the plan for the $50 

premium reduction on the HMO and the $50 monthly Health Savings Account (HSA) / Health 

Reimbursement Arrangement (HRA) contributions to the Consumer Driven Health Plan 

(CDHP). 
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Awards 

In September 2014, PEBP awarded a new contract for Eligibility and Enrollment System 

Administration to Morneau Sheppell. In June 2015, PEBP awarded a new contract to Towers 

Watson OneExchange to continue to provide Individual Market Medicare Exchange and HRA 

Administration services to PEBP Medicare eligible retirees and their dependents.  

 

Multiple contract extensions were awarded for Plan Year 2015. Catamaran was provided a 1-

year extension for Pharmacy Benefits Manager services to the CDHP in May 2015. Additionally, 

HealthSCOPE’s contracts were extended in April and May 2015 to provide Third-Party 

Administrator, Dental Claims Administration, Voluntary Flexible Spending Accounts, and the 

National Preferred Provider Option (PPO) Network services.  

 

CUSTOMER SERVICE 

 

PEBP received just over 42,000 phone calls in Plan Year 2015. The average time to answer calls 

was 18 seconds and the abandoned call rate was 1.42%. These figures exceed industry standards 

and the performance guarantees included in our vendor contracts (30 seconds and 3% 

respectively). PEBP also received 1,720 total walk-ins during the same time period.  

 

PEBP along with its vendors provided statewide educational sessions regarding the Medicare 

Exchange and HRA administration for retirees as well as HSA/HRA administration for 

employees.  

 

FISCAL YEAR PERFORMANCE INDICATORS 

 

Performance Measures Goal Actual 

Expense Ratio 4.79% 5.74% 

Claims Loss Ratio 102.56% 118.64% 

Generic Drug Utilization 82% 82% 

Medical In-Network 

Utilization 93% 94% 

Dental In-Network 

Utilization 91% 92% 

Appeals per 1,000 

Participants 0.1 0.1 
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PROGRAM FINANCES 
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2015 FINANCIAL OVERVIEW 

 

The Program continues to maintain financial solvency with fully funded Incurred But Not Paid 

(IBNP) reserves for each of the last twelve plan years and a fully funded Catastrophic reserve for 

each of the last ten plan years.  As of June 30, 2015, there were 52.2 million dollars in the 

Program above those required reserve levels on a budgetary basis (cash as opposed to accrual). 

 

PEBP derived its revenue in Fiscal Year 2015 from three primary sources:  State Subsidies 

(46%); Employee, Retiree and Non-State Employer Contributions (18%), and funds carried 

forward from Previous Years (35%).  

 

Program revenues can only be spent on Program expenses.  In Fiscal Year 2015, the expenses of 

the Program were:  Self-Funded Administration, Claims and Health Savings Accounts and 

Health Reimbursement Arrangement Contributions (45%), Fully Insured Premiums (24%), and 

Agency Operations (2%).  The balance, approximately 30%, was reserved and carried forward to 

Fiscal Year 2016. 

 

RESERVE UTILIZATION 

 

The conservative financial policies advocated by the actuarial consultants and adopted by the 

Board, the adoption of plan design changes when necessary to balance increasing medical costs, 

and the responsible funding of benefit enhancements ensure the plan is run in a fiscally prudent 

manner. As part of the annual rate setting process, the Board determines how to utilize any 

reserves accumulated in excess of those actuarially required to maintain the financial solvency of 

the Program.  

 

In November 2014, the Board approved the Plan Benefit Design for Plan Year 2016 (beginning 

July 1, 2015). The rates were approved in March 2015 and included the continuation of the 

following enhancements: 

 Decrease CDHP deductible from $1,900 individual/$3,800 family to $1,500/ $3,000 

($2.3 million); 

 Increase co-Insurance rate from 75% plan/25% participant to 80%/20% after the 

deductible is met ($1.6 million); 

 One annual vision screening examination not subject to deductible or co-insurance for 

CDHP participants ($1.4 million); 

 Increase the dental annual maximum benefit from $1,000 to $1,500 ($3.4 million); 

 Increase basic group life insurance benefit from $10k to $25k for employees and from 

$5k to $12.5 for retirees ($3.3 million); 

 Additional HSA and HRA contributions ($11.6 million); and 

 Medicare Part B premium credits for retirees enrolled in the CDHP or HMO ($1.1 

million). 

 

The Board also approved a carry forward to provide similar one-time benefits in Plan Year 2017 

($25.7 million each year).  

 



2016 Report to Participants and Stakeholders 

January 26, 2016 

Page 6 

 

FUTURE CHALLENGES 

 

ACA EXCISE TAX 

 

In 2010, the Affordable Care Act was passed with a provision to tax high-cost employer 

sponsored health insurance plans. This tax is officially known as the “Excise Tax,” and more 

well-known as the “Cadillac Tax.” It was initially delayed until 2018. This 40 percent excise tax 

applies to the cost of employer health plan coverage exceeding certain threshold amounts, which 

were originally set for 2018 at $10,200 annually for individuals or $27,500 annually for families. 

 

On December 18, 2015, Congress passed a two-year delay until 2020 of the excise tax. This 

delay was part of a year-end tax extender and government funding package, the Consolidated 

Appropriations Act, 2016. Many employers, unions, insurers and industry groups have opposed 

the tax based on concerns around administrative and financial burdens for employers and adverse 

outcomes for employees.  

 

Prior to the announced delay, PEBP (and our participants) was projected to pay this tax in 2018 

starting at approximately $1 million annually and projected to double every year thereafter. The 

announced delay provides the plan additional time to address the potential issues moving 

forward. 

 

PROJECTED COMPLETE REDUCTION OF EXCESS RESERVES 

 

In 2011, PEBP discontinued the Preferred Provider Organization (PPO) low-deductible plan and 

instituted a Consumer Driven Health Plan (CDHP) with a high-deductible. This CDHP included 

two options: Health Reimbursement Arrangement (HRA) and Health Savings Account (HSA). 

With no trend and utilization data available for this new model, PEBP’s consultants 

conservatively priced the plan which resulted in annual excess reserves. These excess reserves 

have been built back into increasing benefits for plan participants. At current projections, those 

reserves will be completely expended by the end of Plan Year 2017 (June 30, 2017).  

 

Since those reserves fund plan benefit design enhancements, the enhancements will need to be 

addressed next year. Currently, Plan Year 2017 includes the same enhancements approved for 

Plan Year 2016. 

 


