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PEBP Funding Options

PEBP funds two types of accounts for members who enroll in PEBP’s 
Consumer Driven Health Plan (CDHP):

1. Health Savings Account (HSA) – for active employees who do not have 
other health coverage and therefore qualify for HSA eligibility.
• HSA accounts are funded on July 1st of each plan year.

• HSA balances stay with employee upon termination of employment or selection of other 
plan options.

2. Health Reimbursement Account (HRA) – (a) for active employees who 
have other health coverage that disqualifies them from HSA eligibility, (b) 
for pre-age 65 retirees, and (c) for post-65 retirees without Medicare 
eligibility. 
• HRA accounts are funded on July 1st of each plan year.

• Employees forfeit unused funds upon termination of employment or selection of other 
plan options.
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Using the HSA / HRA

• Members can file claims with their account for eligible health expenses 
subject to the health plan’s deductible or coinsurance as well as several other 
purposes

• HSA balances are held in trust and belong to the employee

• Balances are never forfeited 

• Employees can add their own contributions

• Retirees are ineligible to participate in HSAs

• By contrast, HRA balances are not funded until a claim is presented, and 
“balances” are forfeited by members as follows:

• Termination of employment

• Moving out of the CDHP to an HMO

• Reaching Medicare eligibility and moving to the Towers One Exchange
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Purpose of Discussion

• Address Board concern

• HSA participants who turn 65 and join the Towers Watson OneExchange retain 
their HSA balances (if any)

• HRA participants who turn 65 and join the Towers Watson OneExchange
forfeit their HRA balances (if any)

• Aon’s assignment

• Provide an analysis of the effect of allowing the portability of the CDHP HRA 
for those retirees and employees transitioning to the Medicare Exchange

• Discuss potential impacts of the HRA Portability to include transition and 
administration requirements, and education and communication plan for PEPB 
employees and participants
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Fiscal Year Ending June 30, 2015 GASB 45 
Valuation Impact
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• GASB 45 Definition

• Accounting and financial reporting provision requiring government employers 

to measure and report liabilities associated with other (than pension) 

postemployment benefits (or OPEB)

• Implemented by the Governmental Accounting Standards Board to:

• Recognize cost of benefits in period in which they are received

• Provide information about the actuarial liabilities for the benefits

• Provide information for assessing potential demands on future cash

• Key Assumptions

• Census, actuarial methods, and assumptions consistent with those used for 

FYE 6/30/15 GASB 45 roll-forward valuation

• 95% of pre-Medicare exchange HRA balances are currently used by 

participants (5% forfeiture rate)

• Additional $400 HRA annual funding expires on 6/30/17



Fiscal Year Ending June 30, 2015 GASB 45 
Valuation Impact
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Item

Actuarial Accrued Liability (AAL) increases 
approximately $1.1 million (<0.1% increase)

Annual OPEB Cost (AOC) increases 
approximately $0.1 million (<0.1% increase)

Meaning

Present value of future cash flow for all current 
and future early retirees expected to age into 

One Exchange

Income statement accounting entry consisting 
of the annual cost for current actives (normal 
cost), interest and amortization charge for the 

unfunded liability, and other factors



Annual Cost, HRA Reserve, 
and Rate Impact Estimates
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• Estimated annual cost to allow HRA balances to transfer to the Towers 
Watson OneExchange is between $800k-$1.2M (per year)

• The current HRA reserve amount for PY17 is $36M
• This amount includes the HRA Balances for participants on the CDHP as well 

as the Medicare Exchange
• If the CDHP HRA becomes portable, the annual cost ($800k-$1.2M) would 

need to be included on the HRA total reserve, compounded each year. 

• The Rate Impact, if shared equally by each tier of coverage, would be 
approximately $40-$50/year/employee, or $3-$5/month



Transition Plan 

• Balances would be transferred 180 days after movement to the Medicare 
Exchange

• HSB would send the available balances to Towers Watson OneExchange

• After the movement of the balances to the Exchange, their rules would apply 
for the use of those funds

• If a member attempted to use their HealthSCOPE Benefits card, it would be 
declined after their termination date

• Members would need to file a paper claim after their termination date

• Members currently have 365 days from the date of service to be able to file 
claims
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Communication Plan

• Since Plan Year 2017 has already begun, this change in plan benefit design (if 
approved) should be incorporated no earlier than Plan Year 2018

• The design change would be communicated through multiple mediums:

PEBP’s Master Plan Document
PEBP’s website (in the Plan Benefits sections)
PEBP’s Benefitwise Newsletter
Correspondence to the Retired Public Employees of Nevada (RPEN) and the 

American Federation of State, County, and Municipal Employees (AFSCME) for 
distribution to their PEBP membership

An informational sheet to be given to PERS for distribution to new retirees
A leaflet included with Open Enrollment mailers next spring
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Recommendation

Considerations

• The Governor’s Office of Finance has directed all state agencies to build budgets that are 
“flat” and to include “5% cuts” for the next biennium.

• PEBP is projecting that excess reserves will be fully depleted at the close of fiscal year 
2017 resulting in the loss of the enhanced benefits provided over the last 3 years.

• PEBP may be required to ask participants to pay more for less benefits over the next two 
plan years (2018 and 2019)

• PEBP believes this is not the appropriate time to provide a portion of the participant 
population with an increased benefit while reducing benefits affecting every CDHP 
participant that also results in increased rates for all.  

Recommendation – PEBP staff recommend the HRA portability discussion be 
tabled until September 2017 to reassess current plan experience and financial 
impact to all CDHP participants. 
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