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Date:  November 28, 2017 

From: Kent M. Ervin, NFA Legislative Liaison (kent.ervin@nevadafacultyalliance.org) 

To: Public Employees’ Benefits Program Board 

Subj: Hearing for adoption of regulation R054-17 regarding subrogation 

 

The Nevada Faculty Alliance (NFA) is the statewide association of faculty at all eight NSHE institutions, 

most of whom participate in the Public Employees’ Benefits Program along with other state employees. 

We are the state affiliate of the American Association of University Professors. 

The NFA appreciates the efforts of PEBP to protect program interests via subrogation efforts when a third 

party may be responsible for medical expenses incurred by PEBP.  We also strongly agree with the part of 

the regulation that says the out-of-pocket medical costs for the participant should be covered first and in 

whole from any recovery. 

We are however concerned that the subrogation actions by the lawyers hired by Healthscope can at times 

be overly aggressive, particularly when the party being pursued is the participant or a close relative or 

their own insurance companies. When a participant buys homeowners or automotive liability insurance, 

they are doing it to protect themselves, not to protect PEBP or to lower PEBP premiums for others.  The 

examples provided in the Board packet sound innocuous—involving traffic accidents with an unrelated 

third party at fault. However, the proposed regulations allow subrogation actions against, say, the 

grandmother of a PEBP participant’s covered child when a simple accident (neither intentional nor 

negligent) occurred in her home. Should PEBP and by extension the State as employer really be pursuing 

such a case?  It is questionable whether the applicable statute actually was intended to apply to first party 

coverage, since it refers to legal liability rather than contractual liability created by purchase of an 

insurance policy. 

We recommend that the Board restrict the subrogation efforts to third party coverages only. A minimum 

alternative would be to create a policy to evaluate the merit of cases against participants or their close 

relatives. The decision to pursue a subrogation case should not be primarily based on money potential by 

Healthscope’s “vendors”—their hired lawyers—as it is described on page 12 of the Health Claims 

Auditors report (agenda item 4.3). 

Thank you.  
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Date:  November 29, 2017 

From: Kent M. Ervin, NFA Legislative Liaison (kent.ervin@nevadafacultyalliance.org) 

To: Public Employees’ Benefits Program Board (meeting of 11/30/2017) 

Subj: HMO plan options (agenda item 10) 

 

The Nevada Faculty Alliance (NFA) is the statewide association of faculty at all eight NSHE institutions, 

most of whom participate in the Public Employees’ Benefits Program along with other state employees.  

The NFA greatly appreciates the hard work of the PEBP staff and the PEBP Board to maintain our health 

insurance program in the face of rising costs and budgetary constraints. It is a difficult task to balance 

diverse interests in a program with many moving targets. 

Regarding the HMO options (agenda item 10), we recommend caution. Although we understand that the 

HMO option is in distress due to rapidly rising costs, it is difficult to evaluate the proposed self-funded 

Exclusive Provider Organization (EPO) alternative because neither estimates of the rates nor the 

methodology to set the rates have been provided. The Board should ask for a better understanding before 

proceeding. We are also concerned about the rushed implementation of an entirely new program.   

Our biggest reservation is that the higher risks requiring a $10M to $15M increase in the Catastrophic 

Reserves are proposed to be absorbed by Excess Reserves from the CDHP program.  Those Excess 

Reserves were created on the shoulders of CDHP participants and, arguably, retirees who were moved 

along with their higher risk pool to the Medicare Exchange. The Excess Reserves from the CDHP should 

not be used to fund the Catastrophic Reserves for a new EPO plan.  Instead, if an EPO is implemented, 

it should be priced to fund its own share of the Catastrophic Reserves over an appropriate phase-in period 

of several years.  To reduce the rate impact, the confidence level for the EPO catastrophic reserves could 

be phased in, reaching the desirable 95% level after a few years.  That is what would necessarily happen 

with a completely new self-funded program, or if there were no excess reserves in another program. The 

existing Catastrophic Reserve does provide a buffer in case of poor EPO experience during the phase-in 

period. 

Thank you.  
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Date:  November 29, 2017 

From: Kent M. Ervin, NFA Legislative Liaison (kent.ervin@nevadafacultyalliance.org) 

To: Public Employees’ Benefits Program Board (meeting of 11/30/2017) 

Subj: CDHP plan design changes (agenda items 12) 

 

The Nevada Faculty Alliance (NFA) is the statewide association of faculty at all eight NSHE institutions, 

most of whom participate in the Public Employees’ Benefits Program along with other state employees. 

We are the state affiliate of the American Association of University Professors. 

Thank you again for your hard work in managing our health benefits program.  With the CDHP plan, we 

again see a situation of unallocated reserves well in excess of the actuarial prediction. While that is 

certainly more pleasant to deal with than a shortfall, it means that the CDHP participants have not 

received all the benefits that they could have received with the level of funding from both employee and 

employer contributions.  While retroactive changes are not possible, the excess reserves need to be used 

to “pay back” equitably those participants that helped create it. 

The Nevada Faculty Alliance recommends the following priorities for use of excess reserves, highest 

priorities first, beyond continuing existing PY18 plan features and the recommended cost-containment 

strategies (which we support): 

1) Employee contributions to CDHP premiums should not increase in dollar amount for FY19 over FY18. 

An unknown amount might be needed for rate stabilization. 

2) Maintain/restore the $2-per-month contribution for retirees on the Medicare Exchange. The Exchange 

retirees are the only group who were not taken care of at all with legislative action in 2017, and they have 

arguably contributed to the build-up of the reserves by removing higher risk older individuals from the 

CDHP risk pool. Estimated cost $5.43M. Continuing this funding needs to be a high priority request at 

the next legislature. 

3) Add the preventive 3D mammography, at the low cost of $0.22M, as a base plan feature. 

4) Reduce the deductible and maximum out-of-pocket cost for CDHP participants. This helps most those 

who actually have high health care needs during the plan year (as opposed to increasing the HSA/HRA 

contribution for everyone).  Specifically, we recommend reducing the deductible to the IRS minimum for 

a HDHP of $1350 (individual, double for families) and reducing the maximum out-of-pocket cost from 

$3900 to $3000, for an estimated total cost of $6.92M.  The deductible would increase with the IRS 

minimum in future years, the out-of-pocket could be kept to at least twice the deductible, and this is one 

of the easiest design features to adjust in case of future shortfalls. 

(continued) 



5) Restore a vision benefit, at a maximum estimated cost of $1.22M assuming 100% utilization.  Workers 

and retirees need good, fully-corrected eyesight to do their jobs and live comfortably. This should be a 

base benefit. 

6) Use the remainder of excess reserves to increase HSA/HRA contributions as a one-time spend-down. A 

$300/year increase in the HSA/HRA would cost $7.09M.  We prefer the no-strings-attached option 

because future funding for a matching program is uncertain. It could be delayed until January 2019 in 

case of unanticipated contingencies. 

That represents a total of $20.88M, which roughly matches the available funds, not including rate 

stabilization if required.  

Thank you for the opportunity to provide this input.  

 



For the record, I am Shaun Franklin-Sewell and am the co-chair of the UNLV Employee Benefits 
Advisory Committee. 
 
Thank you for the opportunity to provide written public comment, given the detailed agenda you 
are considering today. 
 
Generally, in the last year, we have appreciated our improved relationships with PEPB and 
Healthscope staff including but not limited to Executive Director Haycock, Quality Control Officer 
Spinelli, and Client Relations Manager Denise Saucedo. Thanks to QCO Spinelli and Ms. 
Saucedo for working with UNLV’s HR department to provide the first-ever PEBP information and 
meeting day (not during an open enrollment period). 
 
We appreciate PEBP staff’s attention to the goal of providing employees the maximum benefits 
at the least costs possible including access to high quality healthcare. 
 
First, we want to request board consideration of the possible implementation of a traditional 
Preferred Provider Organization offering, in addition to the HMO, and CDHP-PPO offering. Staff 
estimated the costs for such an offering years ago, and we hope you will revisit the possibility of 
adding this choice for employees. Other university systems have found success in having the 
three offerings: a CDHP-PPO, a traditional PPO, and a HMO. 
 
Second, over the years, various entities have suggested the premium difference between the 
northern and southern HMO plans was around 30%. We were shocked to discover the current 
difference is actually 48%. This kind of difference in premiums is unsustainable over the long 
term. We understand the pressures the board may face in un-blending the northern and 
southern HMO premiums, but we argue that must happen. In the meantime, we support the 
change from the current structure to a northern EPO, and a southern HMO. While this northern 
EPO is being created, we urge staff to continue to keep rates and plan benefits stable, or even 
to reduce rates for HMO-EPO participants across the state. 
 
Finally, we want to specifically address the various plan benefit design options presented by 
staff for today’s meeting. 
 
Use of Excess Reserves 
Given the instability in the HMO rates and the possible creation of a new EPO for northern 
members, we understand staff’s hesitance to deplete reserves. However, we believe excess 
reserves should be used to improve benefits as much as is possible. The outline we suggest 
below will allow for $12,549.244.70 to be held in reserve (including the recommended $10.3 
million in catastrophic reserves). 
 
Vision Hardware Benefit 
Conversations with our constituencies revealed members are keeping hardware far past its 
useful life, or choosing to spend more than $1,000 to provide vision hardware for their families. 
Any assistance towards vision hardware will be an excellent added benefit. We understand the 
state contracting requirements, so we support staff’s plan to add the benefit as a voluntary 
benefit mid-PY 2019. However, we encourage the board to incorporate a vision hardware 
benefit as part of plan offerings for PY 2020, even if that means increasing premiums across 
the board by a modest amount to cover the addition of the benefit. 
 
  



CDHP Deductibles and Out-of-Pocket Levels 
We recommend the following structure: 
 
 

Deductible Out-of-Pocket Maximum 

Individual $1,350 $3,450

Family $2,700 $6,900

 
We recommend this structure for several reasons: 

1. Some focus groups revealed our members appreciate the Health Savings Account 
attached to the CDHP. In order to keep an HSA, we argue the minimum deductible 
allowed by the IRS should be tied to the CDHP deductible to make costs less onerous 
on employees. 

2. Further, we argue that the Out-of-Pocket Maximum should be lowered to the amount 
that an employee or a family can save annually in their HSA, in order for an employee to 
be able to fully cover his or her costs.  

a. Currently, for a family, for instance, there is a $1,050 difference between the 
amount a family can put into an HSA and the Out of Pocket Max of $7,800. That 
difference decreases next year to $900, but that is still a significant difference. 

b. Lowering the out of pocket max may encourage employees to put more money 
into their HSA. An individual could save an additional $200 per month in the HSA 
and come closer to being able to cover the out of pocket max.  

 
AON estimated that enhancing the benefits in this way will cost $3,800,000 in excess reserves. 
 
CDHP HSA Funding  
We agree with staff’s recommendation to keep the enhanced funding at $200, and either 
option for activities completed to obtain the enhanced funding are acceptable to us - since 
simply signing up for Dr. on Demand and Healthcare Bluebook do not seem like onerous 
requirements. 
 
Rather than an additional enhanced benefit of $200 per participant, we recommend an 
additional enhanced benefit of $100 per participant and $100 per dependent (up to 3 
dependents). 
 
Designating 3-D Mammograms as 100% Paid 
We agree with staff’s recommendation, and note this may result in additional long term cost 
savings to the plan by identifying and successfully treating breast cancers early.  
 
One-Time Supplemental HRA Contribution for Participants on the Medicare Exchange 
The UNLV Employee Benefits Advisory Committee largely represents groups of active 
employees who have suffered increased costs for medical and prescription services under the 
current CDHP-HMO regime. Though we understand retirees have contributed their careers for 
the benefit of the state, we nevertheless maintain that more improved HSA contributions should 
go to active employees for the purposes of retention and recruitment of the very best who are 
currently employed. We cannot recommend an additional HRA contribution of $1 per month per 
year of service for this group of members. 
 



Please note that we do understand the financial struggles of non-state participants and those 
who have not yet aged into the Medicare system.  
 
However, retirees with 17 years of service currently receive a total annual HRA contribution of 
$2,448. Using this contribution, they can be reimbursed for their Medicare Part B premiums 
(currently $134 per month). Many plans offered on the TowersWatson One Exchange have no 
additional monthly premium or even come with an additional premium reduction. Moreover, 
many Medicare Advantage plans provide better medical and prescription drug benefits than the 
CDHP.   
 
After the premium reimbursement, retirees on the exchange are able to use $840 dollars of their 
current HRA contribution to pay for other expenses. 
 
Therefore, we recommend an additional HRA contribution of $.50 per month per year of 
service. A retiree with 17 years of service would receive an additional annual HRA contribution 
of $102, meaning their available dollars after premium reimbursement would be $942 annually. 
 
Reserve Reconciliation Based on These Recommendations 

Amount Available for PY19 
After Subtracting Preapproved PY19 Benefits $21,673,322.00

Mitigate EPO Risk Put in Catastrophic Reserves ($10,300,000.00)

 Balance $11,373,322.00 

Cost Saving Opportunities $405,773.00

 Balance $11,779,095.00 

Lowering CDHP Deducibles 
Lowering Out-of-Pocket Max ($3,800,000.00)

 Balance $7,979,095.00 

Enhanced HSA Funding 
$100 per participant 
$100 per dependent (up to 3) ($4,147,300.00)

 Balance $3,831,795.00 

Designating 3-D Mammograms as 
100% Paid ($224,894.00)

 Balance $3,606,901.00 

One-Time Supplement HRA 
Contribution 

$.50 per month per year of service 
12,705 Retirees, Average 17.81 
years of service ($1,357,656.30)

 Balance $2,249.244.70 

 


