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SUMMARY 
 
This report will provide the Board information and recommendation for in-state Preferred 
Provider Organization (PPO) network service contracts starting Plan Year 2019 (July 1, 2018) 
and updated information regarding the Saint Mary’s / Carson Tahoe Health Medicare-Plus pilot 
program contracts.    

 
BACKGROUND 
 
PEBP's mission is to provide employees, retirees, and their families with access to high quality 
benefits at affordable prices.  
  
PEBP's Strategic Plan has three overall strategies: 

1. Increase Access to Care 
2. Improve the Member Experience 
3. Reduce Costs to the Program 

 
In an effort to meet the mission and adhere to the three overall strategies, PEBP researches, 
analyzes, and recommends opportunities to the PEBP Board throughout the year. The result is to 
ultimately prioritize the members while providing a long-term sustainable program that reduces 
barriers to care and operates on a financially sound basis.  
 
Many of PEBP members have enjoyed flat rates over the last two plan years, and last month the 
Board approved a rate decrease for the first time for all groups on all plans on all tiers across the 
entire program. The Medicare Exchange retirees received a supplemental Health Reimbursement 
Arrangement (HRA) contribution that most retirees use to pay for their Medicare Advantage 
and/or Medicare supplement plan premiums, so they too in effect received a rate decrease. This 
occurred by design and became the result of the Board's decisions to implement appropriate and 
efficient plan management utilizing cost containment strategies that worked, while restoring 
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benefits to members and improving how the program operates and adheres to best practices and 
national standards.  
 
One of PEBP's concerns based on increasing premiums year-over-year with the Health 
Maintenance Organization (HMO) in northern Nevada was the risk and high costs associated 
with servicing members in this region. In November 2017, PEBP recommended and the Board 
approved termination of the existing northern Nevada HMO contract, replacing it with a self-
managed, self-insured Exclusive Provider Organization (EPO) plan starting July 1, 2018. This 
decision was in part predicated on the rate renewals provided by our HMO partners announcing 
significant (double digit) rate increases that would be absorbed by the members. PEBP has 
recognized for many years the costs of care in northern Nevada are a major driver to increased 
rates and we are constantly looking for ways to develop processes and negotiate an environment 
that reduces costs while keeping access to care for our members intact.  
 
PEBP has provided testimony to the Board citing concerns over provider contracts within our 
contracted networks. It is customary in northern Nevada for providers to be reimbursed on a per 
diem (straight dollar amount) and/or percentage off billed (i.e. 50% off billed charges) 
arrangement. Without strict cost controls, the per diem amounts and the billed charges can 
increase annually (or sooner) with no mechanism for PEBP to negotiate a favorable result for our 
members. It is important to note, all the networks available to PEBP in northern and rural 
Nevada for Preferred Provider Organization (PPO) services have this issue and therefore it is not 
isolated to the current network PEBP utilizes today.  
 
Last year PEBP attempted to address the lack of cost controls with air ambulance services. PEBP 
researched other programs across the nation and spoke with our counterparts in other states. 
Based on claims analysis and a desire to leverage the nation's pricing for Medicare, the largest 
purchaser of healthcare, PEBP developed the concept of a Medicare-plus reimbursement model. 
In March 2017, PEBP recommended and the Board approved a reimbursement rate of 250% of 
Medicare for air ambulance services to members. We negotiated an agreement with REMSA - 
Care Flight to provide air ambulance services to PEBP members in northern and rural Nevada to 
ensure members would not be balance billed.  
 
Following that concept, PEBP performed an analysis on all of our claims for the Consumer 
Driven Health Plan and compared them to Medicare. Since hospitals in northern Nevada are 
PEBP's most utilized entities of high cost care, we looked at developing cost controls and 
protections for the members, the plan, and the Nevada taxpayer who ultimately funds our 
program. PEBP reached out to our network and requested the opportunity to address cost 
controls for hospitals. We also analyzed our current contracts and assessed if we could engage in 
direct negotiations with hospitals if our requests within the network were unsuccessful. PEBP 
was provided guidance from our assigned Deputy Attorney General that we had the ability to 
direct contract with providers without violating our current contracts. PEBP did not receive an 
actionable response from our network on cost controls, so we moved forward with the 
exploration and development of a hospital pilot program with Saint Mary's in Reno, Nevada.  
 
PEBP ensured the pilot adhered to the three overall strategic goals of the program: 

1. Increase Access to Care: Saint Mary's has an entire integrated health system in Reno to 
include primary care, specialists, facilities, and a highly rated hospital all not currently 
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available to PEBP members as an in-network benefit. This pilot would provide increased 
access to healthcare for members.  

2. Improve the Member Experience: significantly increasing access to high quality care 
while reducing costs improves the member experience.  

3. Reduce Costs to the Program: PEBP negotiated a Medicare-plus reimbursement rate set 
below the equivalent rates we pay other hospitals in the region. Additionally, we changed 
the plan design structure to include exclusive provider arrangements for certain high cost 
services and infusions which would result in lower costs to the program..  

 
The concepts above were presented and discussed at both the November 30, 2017 and March 22, 
2018 Board meetings, whereby the Board ultimately approved the pilot program and the contract 
with Saint Mary's.  
 
PPO NETWORK 
 
It was PEBP's intent that the EPO population would be absorbed into the PPO network we have 
today. The northern Nevada PPO network closely mirrors the existing HMO plan’s network. 
Access to the PPO network was paramount to PEBP's recommendation to transition from the 
HMO plan to the EPO plan as the intent was to minimize disruption and provide members with 
reassurance their doctors and facilities would remain available to them. The current PPO network 
PEBP utilizes in northern and rural Nevada is the only network available that supports a full 
complement of providers at the lowest fees. PEBP has performed a recent analysis of the 
available networks and the results are as follows: 
 

Comparable 
Items 

Hometown 
Health 

Providers 

Anthem BCBS 
of Nevada 

Sierra 
Healthcare 

Options (SHO) 
Aetna 

% of In-State 
Regional  
In-Network 
Providers  

96.8% 89.3% 81.7% 74.6% 

Includes Renown 
Healthcare 
System 

Yes 
Exclusive 

(Lower Cost) 
Rates 

Yes 
Non-Exclusive 
(Higher Cost) 

Rates 

Yes 
Non-Exclusive 
(Higher Cost) 

Rates 

 
No 

Would need to 
negotiate 
separate 

agreement for in-
network services 

 
Include Southern 
Nevada HCA 
Hospitals 

Yes Yes No Yes 

Annual Network 
Fees 

Approximately 
$450,000 

Approximately 
$1.6 million 

Approximately 
$450,000 

Approximately 
$900,000 
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PEBP's contracted PPO network in northern Nevada has an exclusivity arrangement for hospital 
services in Reno, Nevada with Renown. That arrangement, per Renown and Hometown Health 
testimony, provides PEBP and its members lowered pricing for services than non-exclusive 
arrangements maintained by other networks. Renown and Hometown Health have shared with 
PEBP and the Board service rates must increase to adjust for any migration from Renown to 
Saint Mary's anticipated in the implementation of the pilot program. They have also asserted the 
pilot is in direct violation of PEBP's PPO network contract for exclusivity and Renown's 
provider contract with Hometown Health. Lastly, with PEBP approving Saint Mary's and Carson 
Tahoe Health in direct contracting, Hometown Health has expressed significant concerns over 
their ability to maintain the integrity of their network. 
 
PEBP's intent for recommending the pilot program with Saint Mary's (and expanding it with 
Carson Tahoe Health) was not intended to disrupt the current network arrangement with 
Hometown Health. PEBP recommended the pilot in an effort to develop critical cost controls on 
nontransparent hospital rate increases, while adding the benefit of increasing access to care by 
opening up another system in Reno, Nevada. PEBP has spent the last three weeks negotiating 
with Hometown Health to develop solutions that protects their network offering while 
simultaneously protecting the plan and PEBP's members. The pilot program with Saint Mary's 
and Carson Tahoe Health became the issue that led to failed negotiations necessitating this Board 
meeting today.  
 
PEBP received an offer from Hometown Health (see attached) on Monday, April 16, 2018 in 
response to PEBP's Board meeting agenda for today. This offer puts in place for the first time 
cost controls and rate guarantees for the next three years at Renown. The offer holds current 
reimbursement levels flat (0% increase) for the next 20 months through December 2019, and 
holds rate increases to 2% for calendar years 2020 and 2021 respectively. At the March 22, 2018 
Board meeting, Renown testified they hadn't increased rates over 5% a year since 2010. 
Applying those potential increases moving forward, PEBP's situation changes significantly: 
 
 

2019 
Compared 

to 
Current 

2020 
Compared 

to 
Current 

2021 
Compared 

to 
Current 

Potential 
Expected 
Increases 

+5% +5% +5% +10% +5% +15% 

Current HTH 
Proposal +0% +0% +2% +2% +2% +4% 

Potential 
Difference -5% -5% -3% -8% -3% -11% 

    
These cost controls are provided in Hometown Health's proposal with the caveat PEBP and the 
Board do not move forward with the pilot programs with Saint Mary's and Carson Tahoe Health. 
Hometown Health and Renown still assert the pilot programs violate the current contracts with 
PEBP and each other. From a strictly cost control basis, PEBP believes this proposal is 
reasonable.  
 



PPO Network and Saint Mary’s / Carson Tahoe Health Pilot Report 
April 27, 2018 
Page 5 
 
UPDATED INFORMATION – SAINT MARY’S / CTH PILOT PROGRAM  
 
PEBP has received new information on the pilot program and new concerns over risks have been 
raised in regards to the exclusivity topic within the current PPO network. Additional time is 
needed to analyze the situation further; however, due to the new plan year starting July 1, 2018, 
there is not sufficient time to complete an analysis before the new plan year.  With open 
enrollment starting in less than two weeks, PEBP has suspended production of information to 
members awaiting the final disposition of this issue. PEBP is committed to providing accurate 
information to our members and changes amid open enrollment would be extremely disruptive. 
Additionally, pursuing this any further beyond today would not provide PEBP with sufficient 
time to implement a replacement PPO network by July 1.  
 
RECOMMENDATION 
 
With the new information and concerns over added risk to the Hometown Health PPO network 
contract, the cost analysis of replacing the Hometown Health PPO network, and the reasonable 
offer from Hometown Health received on April 16, 2018 placing cost controls with Renown, 
PEBP believes the pilot with Saint Mary's (and the expansion with Carson Tahoe Health) should 
be suspended. As of today, PEBP has signed a contract with Saint Mary's and requested the 
contract be scheduled, reviewed and approved at the May 8, 2018 Nevada Board of Examiner's 
meeting. 
 
PEBP Recommends the Following:  

1. Suspend the pilot program with Saint Mary's and Carson Tahoe Health;  
2. Request the Saint Mary's contract be removed from consideration by the Nevada Board 

of Examiners;  
3. Cancel the contract with Saint Mary’s;  
4. Accept Hometown Health's PPO network amendment proposal to include the EPO 

population and cost controls on Renown's annual rate increases; and, 
5. Revisit the Medicare-plus pilot concept at a later date.     

 


