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• Basics of Medicare Parts A to D
• Medicare Secondary payer rules
• Medigap vs. Medicare Advantage 
• Group plan sponsor’s options

– Medicare Supplement
– Medicare Advantage
– Medicare Exchanges

Agenda
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How the State of Nevada Implemented a Medicare 
Exchange
• PEBP overview
• Why changes to retiree health care were needed
• Solutions considered
• Solutions implemented
• The Benefits of a Medicare 

exchange
• Results
• Key Takeaways

Agenda
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President Johnson
Signs Medicare Into Law

Former President Truman gets the first card
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Basics of Medicare

Part A
Hospital 
care

Part B
Outpatient 
care

Part C
Medicare 
Advantage

Part D
Prescription 
drugs

1965 1999 2006
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• In 1980, Congress passed legislation that
made Medicare the secondary payer to 
certain primary plans 

• Employers with 20+ employees are not 
permitted to incentivize active employees 
aged 65 or older to elect Medicare instead of 
group health plan, including financial opt-out 
incentives

• Workers with Medicare-eligible spouses must 
be offered the same spousal benefits as 
employees with spouses that are not 
Medicare-eligible

Medicare Secondary Payer Rules
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Medicare Secondary Payer Rules
Examples: 

GHP pays Primary, Medicare pays secondary

Medicare pays Primary, GHP pays secondary

Medicare pays Primary, Retiree pays secondary

Individual is age 65 or older, is covered by a GHP through current employment or spouse’s 
current employment AND the employer has 20 or more employees (or at least one employer 
in a multi-employer group that employs 20 or more individuals):

Individual is age 65 or older, is covered by a group health plan (GHP) through current 
employment or spouse’s current employment AND the employer has less than 20 employees:

Individual is age 65 or older and has an employer retirement plan
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Hospital Inpatient Part A
• Inpatient hospital care, short-term skilled nursing 

facility care, some hospice care, some home health 
• Premium-free if worked at least 10 years 

(40 quarters); otherwise pay premium
• Typically covers 80% of hospital costs and has 

daily deductibles 
• Enroll when you turn age 65 if you are no longer 

covered by employer health care

Original Medicare

If you are still working at age 65 and sign up for any part of Medicare or Social Security and
you have an HSA, you and your employer will be prohibited from making contributions to it

PE6-8



Outpatient Part B
• Doctor visits, outpatient care, home health care, 

durable medical equipment, medical services, 
preventive care

• Pay monthly premium based on income. Typically 
pays 80% of costs has an annual deductible

• Enroll when you turn age 65 if you are no longer 
covered by employer health care

Original Medicare

If you are still working at age 65 and sign up for any part of Medicare or Social Security and
you have an HSA, you and your employer will be prohibited from making contributions to it
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Medicare Advantage Part C
• Stands in place of original Medicare
• Medicare health plans offered by private 

companies 
• Must provide coverage that meets or exceeds

Part A and Part B services to members typically 
provides more

• Most individual plans include Part D 
prescription drug services in individual plans

• Group plan sponsors often have prescription 
drug plan separate

Medicare
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Added benefits with many 
Individual and some group plans

Part C—Medicare Advantage

• Routine Chiropractic

• Free gym memberships 
(Silver Sneakers)

• Coverage of OTCs

• Transportation

• Hearing care coverage

• Personal Emergency 
Response System

• Senior Insulin
Savings Plan

• Fall prevention kits

• Enhanced telemedicine

• Dental 

• Vision

• Part B premium
give back 
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Prescription Drugs
• Offered by private companies can be individual plans

or group plans
– Group plans can bundle Rx benefit with medical more often 

it is provided by a separate pharmacy benefits manager
• Formularies vary by carrier 

– Group setting generally one formulary option
– Individual plans many options

• Drugs at retail and mail order pharmacies
• May delay enrollment if active employee or covered

by active employee (spouse) on employer plan with 
prescription drug coverage

Part D—Medicare Drug Plan
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Based on Modified Adjusted Gross Income (MAGI) 

Part B Premium Varies by Income
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Part D Premium Varies by Income

Based on Modified Adjusted Gross Income (MAGI) 
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Most Retirees Supplement
Original Medicare to Gain Full Coverage

+
Original Medicare Parts A and B

+
Dental Plans/ Vision Plans

Additional Coverage

OR
Medicare Advantage 

with Prescription Drug 
coverage (Part C)

MAPD

+
Prescription
Drug Plan
(Part D) 

Medigap
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Individual Medicare
Supplement Insurance (Medigap)

You pick the coverage you want 

Really RichComprehensive

100% coverage after just 
a $233 annual deductible

$233 deductible with 
10% coinsurance with 

out-of-pocket limit

Medigap Individual plans range from . . .
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Retiree Group Plan Sponsors Have Choices
Group Medicare Supplement Group Medicare Advantage Plan 
• Just wraps around original Medicare

– Provides the least amount
of savings

• Draws down federal dollars and 
reduces costs

• More highly managed which also 
reduces costs

Individual Medicare Marketplace (a.k.a. exchange)

• Medicare exchange company enrolls retirees into individual plans, providing 
choice, affordability, and reduces administrative burden

PE6-17



Group Medicare Supplement Plans
Oldest method sometimes called Medifil plans
• Medicare pays primary; Group plan fills in what Medicare doesn’t cover

These plans typically 
are not very well 
managed and tend to 
be the costliest for an 
employer to provide

They also do not draw 
down federal subsidies 
that are available

For that reason, many 
employers have moved 
away from this model 
because they are 
costly 
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Group Medicare Advantage Plans
Medicare Modernization Act created MA plans
• Produce greater savings as they draw down federal subsidies
• Can be fully-insured or self-insured
• Care is more tightly managed
• Networks but can be passive PPO
• Drug can be separate or a part of the MA plan
• Often more expensive than individual MA plans
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Individual Medicare
Marketplace (Exchange)

Exchange company enrolls retirees in individual plans
(medical, drug, vision, dental, hearing)
• Unbiased licensed benefit advisors • White glove service to seniors
Employer provides 
a tax-free subsidy 
to retiree

Exchange company 
manages 
reimbursement to 
retiree for premiums 
and out-of-pocket 
medical/Rx expenses

Reduces OPEB 
liability significantly

Typically saves plan 
sponsor 10 to 25% 
in first year
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Continuum of Savings

• Typically has significant 
cost savings for plan 
sponsor and retirees

• Choice of carriers and 
coverage levels

• Large claim risk gone

• Administration greatly 
reduced 

Individual 
Medicare 
Exchange

• Saves over Medicare 
supplement

• Leverages government 
subsidies; care well 
managed

• Premium is
experience-rated—
Impacted by large claims 

• Still high trend

Group 
Medicare 

Advantage

• Medical plan covers costs 
not covered by Medicare

• Most costly and
highest risk

• Care is not
managed much

Traditional 
Medicare Supplement 

Group Plan
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Medicare Exchange Mechanics

Retiree

• Evaluates medical
and Rx options
• Selects plans with 

concierge help
• Uses HRA for premium 

reimbursement

Exchange

• Contracts with individual
medical and Rx plans
• Provides communications
• Enrolls retiree and spouse in plan(s)
• Manages subsidy with Health 

Reimbursement Arrangement (HRA)
• Provides lifetime help for retirees

Medigap

Part D Rx

Medicare Advantage

Dental

Vision

PLAN SPONSOR

PLANS
Provides subsidy 

information Provides eligibility Provides funds
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Individual Medicare Plans Are Very Affordable

Average MAPD individual plan premium is 
$47 a month 
Nationally two-thirds of the MAPD plans have a 
$0 a month (18 in Columbus OH)

Average Medigap Plan G in
Columbus OH is $190/month 
(w/100% Medical coverage after $233 annual deductible) 

Average Rx plan is $40/month
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CMS/
Pharmaceutical 
industry subsidies 
for ALL, not just 
plan sponsor

Why the Individual Medicare
Exchange Is More Affordable

Huge risk pools—
~42 million 
retirees are 
enrolled in 
individual
Medicare plans

Best-in-market 
plans and
providers

Guaranteed 
issue . . . 
No adverse 
selection issue

Carriers compete 
on value
• Standardized 

plans
• Low premiums 

rates 
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How the State of Nevada 
Implemented a Medicare Exchange
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Nevada Public Employees’
Benefits Program (PEBP)
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About PEBP:
PEBP is an employer sponsored group health and life insurance 
program providing benefits to approximately 43,000 primary 
participants (employees and retirees) and 27,000 dependents.

Governance:
Governed by an 11-member Board appointed by the Governor.

PEBP Mission:
Provide employees, retirees, and their families with access to 
high quality benefits at affordable prices.

Overview of PEBP
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• Flat state subsidies—
$111M gap between what 
state would provide and
the amount required to 
maintain benefits at
current levels using the
same contribution ratio. 

• Members would be required 
to absorb all the costs of 
medical inflation and 
utilization increases.

Why Changes Were Needed

$3 Billion
shortfall on $7 Billion
biennial state budget

2010
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• Reducing benefits (e.g., increasing 
deductibles, OOPM, coinsurance)

• Increasing member premiums 
• Converting the self-funded low 

deductible plan to a high deductible plan
• Eliminating or reducing other

benefits (e.g., life insurance,
Long-Term disability, vision, dental, etc.)

• Transition Medicare retirees to private 
Medicare exchange

Solutions Considered
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Solutions Implemented:
A Multiprong Approach 

Converted to high deductible plan/added HSA contributions

Reduced dental benefits and life insurance

Increased premiums 

Coinsurance from 80% to 75%

Moved retirees to Medicare Exchange and provided HRA contribution
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Benefits of a Medicare Exchange

Expanded plan options e.g., 
Medicare Advantage, Medigap 
and Part D prescription drug 

plans (including optional dental 
and vision plans)

Retiree and spouse may select 
separate plans depending on their 

individual circumstances

Larger risk pool (58+ million) 
over which to spread risk; 

provides for more competitive 
rates due to the size of the risk 

pool and the competition in each 
geographical location

Retirees choose how to use their 
PEBP HRA dollars

Reduced administrative
load for PEBP
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• How will you communicate to your retirees?
• Will you include your advocacy groups in the 

communications plan?
• How involved will your organization be with your

retirees during and after the transition?
• Will enrollment be mandatory or voluntary for

your retirees?
• Will you provide employer HRA contributions?
• Will you provide access to other

employer-sponsored benefits?

Things to Consider
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Education and Communication were Critical
• Communication/education

sessions began Fall 2010
for July 1, 2011 implementation

• More than 80 informational
sessions held throughout
the state with 5,200 retirees
in attendance

• Open Enrollment meetings
with 2,200 retirees in attendance

Initial Retiree Outreach
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Weekly informational 
sessions available

in-person and through 
interactive webinar

Educational sessions 
held each spring
and fall each year 

Ongoing Retiree Engagement

Onsite HRA analyst
to assist with HRA 
questions/issues

i
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On a scale from 1-10, how satisfied are you with the service you received?

Initial Transition Survey Results
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No Retiree Left Behind

Retiree Experience

11,953 Members eligible to enroll during SEP
10,316 Enrolled in Medicare Exchange (86%)
1,067 Enrolled in PEBP w/ Pre-65 dependents (9%)
338 Enrolled outside PEBP/Medicare Exchange (3%)
232 Determined deceased/not located
342 Different Plan Options from 53 Carriers
73% Medigap
27% Medicare Advantage 
3,800 Enrolled in PEBP self-funded dental plan
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OPEB Liability Impact

$3.26B Present Value of Benefits $1.77B Decrease of 
$1.49B

$1.87B Actuarial accrued liability $977M Decrease of 
$897M

$222.1M Annual contribution $120M Decrease of 
$100.8M

$214M Annual OPEB cost $110M Decrease of 
$114M

Pre-Conversion
(PY 2011 valuation)

Pre-Conversion
(PY 2012 valuation*)

*The decrease to the OPEB liability is a result of the Medicare retirees transitioning to the Individual Market Medicare Exchange and changes to the 
2010 and 2012 State subsidization policy.
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Current Plan Options
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• Retirees with 
pre-65 
Dependents

• Retirees who 
will never 
qualify for free 
Medicare Part A
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Key Takeaways Session 
Evaluation—
Scan this 
QR code.

Session 
eval QR 

code here

It is important to understand Medicare 
parts and its rules

Public plans have options in their group 
offerings to Medicare retirees

How can you reduce your risk and costs 
so this vital benefit can be preserved?
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Key Takeaways Session 
Evaluation—
Scan this 
QR code.

Session 
eval QR 

code here

• Stay Involved! 
– Being off-cycle was a big advantage
– Follow up on issues
– Data exchange is critical 
– Staff training

• Communications
– Early and often
– Changes—“It’s the little things”
– Capacity of retirees to understand
– Managing perceptions
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