
PEBP Subcommittee 12/11/2020 

Kent Ervin, E-R-V-I-N, state vice president of the Nevada Faculty Alliance, public comments for 

the record. 

Having reviewed the legislative audit report and based on over 15 years of following PEBP 

policies, I encourage the Subcommittee to make strong, meaningful changes to the Duties, 

Policies, & Procedures manual to reinforce a change in the culture of PEBP.  Between 2015 and 

2019, the manual was changed in ways that make the operations of PEBP less transparent and 

that contributed to the valid criticisms in the audit. I strongly recommend that you take this 

opportunity to make PEBP more transparent and accountable, which will ultimately improve 

PEBP’s standing with the legislature and with its members.   

A major issue highlighted in the audit report is the apparent lack of oversight and involvement 

by the Board itself in the awarding of contracts. 

From p. 1 of the audit report: “The Board’s purpose is to adopt regulations and policy for the 

agency and act as the chief of PEBP for the purposes of awarding contracts.” 

From p. 20 of the audit report: “Finally, in November 2017, contracting policies were amended 

a third time. These latest changes replaced the section regarding the RFP process and selecting 

a vendor with a section that acknowledged PEBP is subject to NRS 333, and the Board is the 

chief of the using agency. However, the amended policy then delegated the role of chief of the 

using agency to the Executive Officer. When an agency’s contracting practices circumvent state 

law and policy, the agency puts itself at risk of the contract becoming void and state officers 

being liable for the costs of services under NRS 333.810. In addition, a culture may develop 

within the agency in which there is an increased risk of bribery, collusion, or kickbacks. As the 

governing body responsible for PEBP’s contracting activities, the Board needs to oversee, 

monitor, and create policies and procedures that emphasize compliance with state 

procurement laws and policies.”  [emphasis added]  

The implication is that the Board has not properly fulfilled its duties and retain its oversight as 

chief of the using agency under the Purchasing statutes. Specifically, the delegation of the duty 

of the Board as Chief of the Using Agency should be rescinded in the Duties, Policies & 

Procedures Manual, p. 9:  

“The Board shall act as the chief of the using agency for the purposes of NRS 333.335. 

a. The Board delegates the role as chief of the using agency to the Executive Officer.” 

The Board should restore and retain its statutory decision-making authority over RFPs and 

contracts. The administrative and ministerial duties for overseeing the RFP process and contract 

negotiations can be delegated, rather than full delegation.  This is especially important for the 

major provider network and actuary contracts.  Rather than assigning RFP administration and 

contracting to the Executive Officer, it would make sense to delegate the administrative duties 



to the Quality Control Officer, who is quasi-independent and reports to the Board Chair, while 

the Board retains decision-making authority.  In particular, the Board should review and 

approve the Scope of Work in RFPs before they are issued, and should review and approve the 

award of contracts after the Evaluation Committee scores the proposals and before a Letter of 

Intent is issued.  This approval step by the Board after the evaluation committee completes it 

work is REQUIRED per NRS 287.04345(4): “The Board shall review the results of any evaluation 

of proposals for a contract for the Program pursuant to NRS 333.335 in a closed meeting.” The 

current practice of waiting until after the Letter of Intent is issued and a contract is negotiated 

makes it a fait accompli with no meaningful Board authority. The closed meeting in the statute 

is to allow still-confidential information about the vendor proposals to be reviewed before the 

Board gives the go-ahead for a Letter of Intent to award a contract.  The authority of the Board 

is appropriately limited by NRS 287.04345(5) to the actions in item 5 a, b, or c of the manual 

page 9-10. That is, the Board can’t override the scoring of the vendors by the confidential 

evaluation committee, but the Board can decide to cancel the RFP and start over. 

Further, by separating the duties of the Board as Chief of the Using Agency under NRS 333 from 

the responsibilities of the Executive Officer and assigning the duties to the statutory Quality 

Control Officer, the QCO should be allowed to assist the evaluation committees by providing 

relevant information about the operations of PEBP and the performance of vendors, without 

running into a conflict of interest as supervisor of the evaluation committee members.  Prior to 

2015-2016, the QCO was the primary official for overseeing contracts—that responsibility was 

apparently removed by the previous Executive Officer. 

A second major issue with the Duties, Policies, & Procedures manual is that the prescriptions of 

Board policies for plan design and rate setting were weakened and made more vague over the 

past five years. That leads to a lack of transparency, and also means that new Board members 

have no solid reference for current policy. In general, more specificity and detail is needed—a 

third party should be able to reproduce the methodology based on this outline, and the 

record of Board decisions should be documented in the manual—as the primary source for 

Board operations, plan design, rate setting, and Employer Contribution policies. 

In particular, the formula for assigning weights to tiers needs to be specified (namely: Employee 

Only = A+X, Employee+Spouse = A+2X, Employee+Children=A+X+Y, and 

Employee+Family=A+2X+Y, where A is the administrative load plus participant-only life and 

disability insurance, X is the actuarial rates for all adult members, and Y is the actuarial rate for 

children).  The new policy since July that the Y/X ratio is the same for all three plans needs to be 

stated.  The formulas which components of expenses are included in A vs spread over X or Y 

need to be clearly stated. 

The policy for the Employer Contribution (wrongly called a “subsidy” in the manual) used to be 

specified as a series of percentages of the rates for each tier and dependent type. That was 

removed several years ago and as a consequence is it unclear what the policy is, or whether 

they are just set on an ad hoc basis.  The new policy since July that the Employer Contributions 

https://www.leg.state.nv.us/NRS/NRS-333.html#NRS333Sec335


are the same for all three plans needs to be specified, along with the detailed formula for 

determining the amounts for each tier, presumably using the same A,X,Y methodology as for 

the rates to spend the available funds from the state and agency contributions.  

Regarding Program Reporting on p. 14, item D(6) of the manual, it has recently become usual to 

put most regular quarterly reports in Consent Agendas of the Board.  In the past, the Board 

played an active role in monitoring the program through the reports. At least annually, each 

report  should be presented and explained in detail to the Board for training and oversight 

purposes. The manual should include a schedule for those presentations. 

There are also a number of other areas where the policies manual is vague, ambiguous, or uses 

jargon to define plan design and rate setting policies. These all need to be clear and 

transparent. A new Board member, a new PEPB executive officer, or a third party should be 

able to reproduce the plan design and rates based on information in the manual.  To effectuate 

this, amendments to the policy manual should be the primary way that policy and plan changes 

are done—rather than using the manual to document them after Board decisions. 

Thank you for the opportunity to comment and thank you for your consideration of these 

issues.  


