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Summary 
 

The PEBP Board requested an analysis to allow those retirees currently on the CDHP to 

retain available balances in Health Reimbursement Arrangement (HRA) accounts when 

they transition to the Medicare Exchange through Towers Watson’s One Exchange. 

Allowing this transition has a number of potential unintended consequences for PEBP 

and its participants, including the following (which are further illustrated throughout this 

analysis): 

 

o Create inequity between current and future Medicare Retirees 

o Add complexity in administration of the HRA accounts 

o Financial impact to PEBP and participants 

o Increase Other Post-Employment Benefits (OPEB) liability 

 

Report 

Create Inequity between Current and Future Medicare Retirees 

Currently, the plan does not allow retired participants on the CDHP to maintain their 

HRA account balances when they transition to the Medicare Exchange.  Further the plan 

does not allow a participant to maintain account balances should he/she decide to leave 

the CDHP and enroll in an HMO plan.  The Master Plan Document provides for 12 

months to file a claim. When the individual leaves the CDHP he/she then forfeits any 

balances they may have in the HRA accounts.  Changing that requirement would provide 
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a benefit for future retirees that was not available for those who have already transitioned 

to the Medicare Exchange and does not allow for this benefit for those wishing to move 

to the HMO plans.   

Complexity of Administering the HRA Accounts 

The CDHP HRA accounts are administered by HealthSCOPE Benefits (HSB), while the 

Medicare HRA accounts are administered by Willis Towers Watson One Exchange 

(Towers).  Allowing the portability of the HRA accounts from the CDHP to the 

Exchange will require coordination of efforts between HSB and Towers to ensure the 

accuracy of the account balances being transitioned from one plan to another.  

Participants have up to one year to file a claim for reimbursement, so it would be 

important for HSB to maintain administration of these accounts until such time as the 

year has expired to ensure there are no outstanding claims.  At the same time new claims 

are likely to be filed against the HRA accounts for premium and claims incurred through 

the Exchange.  This would require Towers and HSB to coordinate payment or for HSB to 

administer claims payments (normally processed by Towers’ HRA administrator) until 

such time as these accounts are fully transitioned to the Exchange.    

Financial Impact to PEBP and the Participants 

Based on a report from HealthSCOPE Benefits there are 603 retirees who will turn 65 

and potentially transition to the Medicare Exchange between July 1, 2016 and June 30, 

2017.  The available balance in their accounts collectively is approximately $1.2 million.  

This includes accounts with balances of less than $1.00 and does not include 

contributions that will be made on July 1, 2016.  Account balances are a liability in 

PEBP’s financial statements requiring account balances to be maintained as part of the 

HRA reserve balance.  The HRA reserve is paid for with premiums from employees and 

retirees as well as through employer contributions.  The Medicare Exchange retirees do 

not pay health insurance premiums to PEBP resulting in any needed increases in 

premium to pay for potential increases to the HRA reserve be borne by employees and 

retirees subsequently enrolled in the CDHP plan.  Further, allowing portability of the 

HRA accounts may result in some level of adverse selection as retirees opt for enrollment 

in the CDHP in an effort to receive HRA contributions and to “save” for transition to the 

Medicare Exchange.  

Increased Other Post-Employment Benefits (OPEB) Liability 

Currently, the Governmental Accounting Standards Board (GASB) requires the State to 

recognize the liability of providing post-employment benefits, specifically retiree 

healthcare, as it is earned in a footnote to its financial statements.  The OPEB liability is 

based upon the projected costs that will be incurred by the State to provide retiree 

healthcare.  One of the factors included in the liability calculation is the number of 

retirees who participate and collect a subsidy towards their healthcare.  Allowing the 

HRA accounts to port to the Medicare Exchange would result in an increase to the long-

term OPEB liability.   
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Conclusion 

The unintended consequences including inequities for retirees previously excluded from 

retaining their HRA account balances, precluding retirees from retaining account 

balances and transitioning to the HMO, increased liability to the plan and the OPEB 

liability strongly suggest careful consideration before moving forward with allowing the 

portability of the retire HRA accounts.   

 

Recommendation 
 

Staff recommends that the PEBP Board not approve the portability of the CDHP HRA 

accounts to the Medicare Exchange. 

 


