
 
 
 
MEETING DATE:  January 21, 2022 AGENDA ITEM 4.3 
 
 
From:  Stephanie Haddock, CGFM, Director of Finance/CFO 
  
 
 
RECOMMENDED ACTION 
 
Acknowledge and accept that retired RTC employees that are eligible to participate in RTC’s group 
health insurance plans (PPO/HMO), currently offered and administered by Washoe County on 
behalf of RTC, must enroll in Medicare (Part A and Part B) upon becoming eligible and maintain 
enrollment in order to participate in the plans, effective immediately, with the exception of 10 current 
retirees that did not enroll in Medicare during their initial eligibility periods. 
 
BACKGROUND AND DISCUSSION 
 
Certain RTC retirees are entitled to participate in the RTC group health insurance “then in effect.”  
See RTC Personnel Rule 10.2 attached hereto.  RTC retirees that were hired prior to June 1, 2013, 
and who retire from the RTC and immediately begin drawing retirement benefits from the Public 
Employees’ Retirement System of Nevada (PERS) upon leaving RTC employment, are eligible to 
participate when they retire if they had a minimum of 10 years of continuous service with RTC.  See 
RTC Personnel Rule 10.2.  Pursuant to personnel rule changes that the RTC Board approved on  
May 31, 2013, employees that were hired on or after June 1, 2013, are not eligible to participate 
when they retire.  See Agenda Item 3.1 attached hereto. 
 
RTC contributes towards the premiums of the retirees that participate in the RTC group health 
insurance “then in effect.”  With regard to retirees that were full-time employees, RTC contributes 
50% of the premium for such retirees with at least 10 years of service with RTC, 75% of the premium 
for such retirees with at least 15 years of service with RTC, and 100% of the premium for such 
retirees with at least 20 years of service with RTC.  See RTC Personnel Rule 10.2. 
 
Washoe County allows RTC to be a “participating employer” in the group health insurance plans 
(PPO/HMO) that Washoe County offers to its employees.  Those plans are the RTC group health 
insurance that is currently “in effect.”  Washoe County administers the plans on behalf of RTC.  This 
arrangement benefits RTC because the annual premiums are lower and there are more coverage 
options available than if RTC offered and administered its own separate plans.   
 
While updating RTC’s Other Paid Employee Benefits (OPEB) liability actuarial assumptions for 
2021, the Director of Finance became aware that Washoe County, in administering the plans, has 
not been requiring retired RTC employees to enroll in Medicare when eligible because they need 
RTC direction and Board action to do so.  Individuals will generally become eligible to enroll in 
Medicare when they reach age 65.  Specifically, an eligible individual may enroll in Medicare during 
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a 7 month period beginning 3 months before the month they reach 65 of age through 3 months after 
the month in which they reach 65.  Section 1837(d) of the Social Security Act.  Additionally, if an 
individual is actively employed at age 65, they can choose to delay Medicare enrollment without 
penalty, provided they enroll in Medicare within the 8-month period beginning with the month 
following the earlier of their month of termination of employment or loss of health coverage (this 
special enrollment period, along with general age 65 enrollment period, are referred to herein as the 
“initial eligibility periods”).  Section 1837(i) of the Social Security Act.  After the initial eligibility 
periods, a person may only later enroll in Medicare during a Medicare general open enrollment 
period beginning on January 1 and ending on March 31 of each year.  Section 1837(e) of the Social 
Security Act.  A person that does not enroll in Medicare Part B during the initial eligibility periods 
must pay a 10% premium penalty for each 12-month period beyond their eligibility date.  Section 
1839(b) of the Social Security Act.  For context, a 72 year-old retiree without Medicare would have 
a 70% premium penalty on top of their monthly premium for as long as they are enrolled in Medicare 
Part B.  Generally, individuals who paid Medicare tax for at least 10 years while working are not 
required to pay premiums for Medicare Part A coverage.  42 CFR Sections 406.5(a) and 406.10(a).  
There are no Medicare Part A late enrollment penalties for individuals who are not required to pay 
Medicare Part A premiums.  Individuals who are required to pay Medicare Part A premiums may be 
subject to penalties for late enrollment in Medicare Part A.  42 CFR Section 406.32.   
 
Most RTC retirees that participate in the plans are enrolled in Medicare.  Retirees have an interest 
in enrollment because it eliminates the potential for a gap in coverage, and it ensures the retiree will 
not have to pay late enrollment penalties.  Further, most insurance plans require the participant to 
enroll in Medicare to keep their coverage so enrolling in Medicare may provide more options for 
coverage.  That is common because a plan can require Medicare to be the primary payer of claims 
under federal law (with the plan being the secondary payer).  The United States Centers for Medicare 
& Medicaid Services provides guidance for people deciding whether to enroll in Medicare when 
they turn 65. 
 
There may be other risks to RTC retirees that do not enroll in Medicare when eligible.  RTC retirees 
are only entitled to participate in the group health insurance “then in effect.”  See RTC Personnel 
Rule 10.2.  If the plans change in a way that healthcare benefits are reduced or eliminated, the retiree 
might need supplemental or replacement coverage and might want or need to enroll in Medicare.  
However, if the retiree did not enroll in Medicare during the appropriate initial eligibility period, the 
retiree could face a substantial premium penalty.  Therefore, while enrolling in Medicare may result 
in the retiree having to pay Medicare premiums, it will also protect the retiree from having to pay 
substantially higher Medicare premiums if they choose or are forced to change coverage in the future 
since few plans will cover claims that are covered by Medicare.   
 
Currently, there are 42 RTC retirees that participate in the plans: 18 retirees are enrolled in Medicare; 
10 retirees are not enrolled in Medicare and are now past their initial eligibility period; 14 retirees 
are under age 65 and not yet eligible for Medicare.  
 
RTC pays higher premiums for the 10 retirees that are not enrolled in Medicare and are now past 
their eligibility periods because the plans are covering all claims instead of shifting a substantial 
portion to Medicare.  Currently, the premiums are higher by approximately $4,767 annually for each 
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retiree that participates in the PPO, and $4,452 annually for each retiree that participates in the HMO.  
Those retirees would now be subject to the premium penalty if they enrolled in Medicare.   
 
If the 14 retirees that are not yet eligible for Medicare do not enroll in Medicare within their initial 
eligibility periods, they would be subject to the premium penalty if they later enrolled in Medicare.  
As the plans are currently administered, if those retirees do not enroll in Medicare then RTC would 
pay higher premiums for those retirees.   
 
There are 25 current RTC employees that could become eligible to participate in the plans then in 
effect upon retirement.  RTC staff predicts that, like most current retirees, most of those retirees 
would choose to enroll in Medicare for the reasons described above.  However, as the plans are 
currently administered, if those retirees do not enroll in Medicare then RTC would pay higher 
premiums for those retirees as well.   
 
The most significant financial impact to RTC when retirees do not enroll in Medicare is the resulting 
increase in RTC’s Other Paid Employee Benefits (OPEB) liability.  RTC’s updated OPEB liability 
for FY 2021 is $25.1 million, an increase of $9.8 million, due to the increase is the actuarial 
assumptions related to retirees not enrolled in Medicare.  If retirees enroll in Medicare, Medicare 
becomes the primary payer of claims and the Washoe County plans become the secondary payer of 
claims.  If retirees do not enroll in Medicare, the Washoe County plans are the primary payer of 
claims.  Since claims are expected to increase by age, the difference (the “implicit subsidy”) 
increases substantially if more retirees do not enroll in Medicare.  An implicit subsidy occurs when 
the claims of active employees and retirees are co-mingled in setting premium rates because at some 
age retirees may be expected to experience higher claims than the premiums paid.  The implicit 
subsidy for retiree health care coverage is the projected difference between retiree claim costs by 
age and the premiums charged for retiree coverage.  By contrast, if retirees enroll in Medicare and 
Medicare becomes the primary payer of claims, the secondary (excess) claims flowing through to 
the Washoe County plans will be lower and the implicit subsidy will likely be substantially lower 
for those retirees resulting in a decreased RTC OPEB liability. 
 
RTC needs to address this situation in order to minimize the financial impacts to RTC, and to 
minimize potential risks for retirees that participate in the plans.  In order to address this situation, 
RTC staff proposes to direct Washoe County to require RTC retirees to enroll in Medicare during 
their initial eligibility period in the same way that many Washoe County retirees are required to do.  
For the 10 retirees that did not enroll in Medicare during their initial eligibility period, and may now 
be subject to a lifetime premium penalty, RTC will direct Washoe County to exempt (or 
“grandfather”) those retirees and RTC will continue to pay the higher premiums for those employees.  
RTC will notify the grandfathered retirees that they may want to enroll in Medicare regardless, since 
there may be benefits of being enrolled and they may face risks associated with not being enrolled.    
 
Non-grandfathered retirees will be required to enroll in Medicare on or before the first day of the 
month in which they become eligible for Medicare.  Employees that are eligible for Medicare on or 
before their retirement date will be required to enroll in Medicare the first day of the month following 
their retirement date.  If retirees do not enroll in Medicare by those enrollment deadlines, they will 
be responsible for paying the difference between the higher monthly plan premium (without 
Medicare) and the reduced monthly plan premium (with Medicare), as charged by Washoe County. 
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The amount of that difference will be in addition to any premium percentage the retiree is responsible 
for paying.  Retirees that do not enroll in Medicare within 60 days of the enrollment deadlines above 
will not be allowed to participate in the plans.  Retirees must maintain enrollment in Medicare and 
will not be allowed to participate in the plans if they disenroll in Medicare. 
 
Washoe County staff has informed RTC staff that RTC Board action is required to acknowledge and 
accept these Medicare enrollment requirements before Washoe County can implement them with 
respect to RTC employees.  If the RTC Board approves this item, Washoe County will immediately 
implement the requirements and administer the plans accordingly.   
 
RTC staff has already notified RTC retirees and potentially affected employees of the proposed 
course of action and this agenda item.  For the retirees, RTC sent the notice by certified mail to the 
addresses on file with Washoe County.  For potentially eligible employees, RTC delivered the notice 
by email.  Following Board approval of this item, RTC staff will provide another notice referencing 
the Board approval and repeating the enrollment requirements.  Going forward, Washoe County will 
also notify and educate retirees regarding the enrollment requirements.   
 
RTC retained special counsel Brenda Berg and Benjamin Gibbons at Holland & Hart to advise RTC 
on this matter and the proposed course of action.  Special counsel has advised RTC staff that retirees 
are only entitled to the group health insurance plan then in effect, and RTC is not required to provide 
any specific plan(s) or specific benefits.  As a result, the proposed course of action will not eliminate 
a benefit to which employees are entitled to receive, but instead will clarify administration of the 
plan(s) and the benefits that employees receive.  Based on their understanding of the facts, special 
counsel has advised that there has been no durational promise of coverage to retirees because they 
are only entitled to whatever coverage is “then in effect.”  As a result, special counsel has advised 
that a breach of contract or similar claim against RTC would likely be unsuccessful.  The plans are 
not subject to ERISA so there are no potential breach of fiduciary duty claims under ERISA. 
 
FISCAL IMPACT 
 
Funding associated with this item impacts future fiscal year budgets. 
 
PREVIOUS BOARD ACTION 
 
May 31, 2013 Approve modifications to sections (13.2 (1) & (4)) of the Personnel Rules: 

“Group Insurance Plans.” (For Possible Action) 
 
ATTACHMENT(S) 
 
 A.  RTC Personnel Rule 10.2 
 B. RTC Board Packet for Special Meeting on May 31, 2013, Agenda Item 3.1 
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10 BENEFITS 

10.1 Public Employees' Retirement System of Nevada (PERS) 

In accordance with state law, the RTC shall pay one hundred percent (100%) of the 
amount required by the Public Employees' Retirement System of Nevada (PERS) for 
contribution to the retirement account of each RTC employee eligible for membership in 
the System. 

10.2 Group Insurance Plans 

1. RTC employees are eligible to participate, effective 91 days from date of hire, in any
group health, life, vision, and dental insurance plans which the RTC may offer.  The
RTC will pay 100% of the group health premium for all eligible employees and 50% of
the group health premium for eligible employee dependent(s).

2. For employees who are granted a leave of absence refer to RTC Management
Policies P-44 Leave of Absence (non-FMLA) and P-44(A) FMLA.

3. Eligible employees hired prior to June 1, 2013, who retire from the RTC and meet
the established requirements, are eligible to participate in the group health insurance
plan in effect at that time with a portion of the premium paid by the RTC.

In order to qualify, a person must meet the requirements for retirement under the
Public Employees' Retirement System of Nevada (PERS).

RTC employees with a minimum of ten (10) years of continuous service, who
immediately begin drawing retirement benefits from the Public Employees'
Retirement System of Nevada (PERS) upon leaving RTC employment, are eligible to
participate in the group health insurance then in effect.  For purposes of calculating
eligibility for retiree insurance benefits, the number of years an employee has been in
the service of the RTC shall include all periods of continuous service after the date
the employee was last hired as a regular RTC employee, inclusive of years of service
with Washoe County immediately prior to July 1, 1985, for RTC employees as of
July 1, 1985, and former periods of service if each applicable period of separation
may be bridged pursuant to the bridging provisions listed below.

A period of separation may be bridged to increase the number of years of service
under the following circumstances:

The following policies can be found on Sharepoint : 
http://rtc/sites/hr/Management%20Policies/Forms/AllItems.aspx 
Remote Work 
Travel  
Tuition Reimbursement 

ATTACHMENT A



Personnel Rules for Regional Transportation Commission Employees 
 

 
 
 

Effective 10/15/2021  Page 41 
   
 
 
 

 

i. A period of separation which resulted from a layoff may be bridged to 
increase the number of years of service if the employee was subsequently 
rehired pursuant to P-51 Layoff and Recall Policy. 

ii. A period of separation may be bridged if the employee was rehired within 
one (1) year after the date of commencement of the separation and the 
employee has been in the continuous service of the RTC for one (1) year 
after the date the employee was rehired. 

For employees who meet these requirements, the RTC will contribute fifty percent 
(50%) of the health insurance premium for retirees with at least ten (10) years of 
service, seventy-five percent (75%) of the premium for retirees with at least fifteen 
(15) years of service, and one hundred percent (100%) of the premium for retirees 
with at least twenty (20) years of service.   

Part-time employees reaching the milestones of ten, fifteen, and twenty years of 
service would be eligible for the benefit described above for retiring employees under 
the same requirements and conditions, except that the contribution would be 
prorated by 50%.  Specifically, 25% of the premium would be contributed for at least 
10 years of part-time service, 37.5% for at least 15 years of part-time service, and 
50% for at least 20 years of part-time service. 

The payments specified above will be made in accordance with and are subject to all 
applicable laws in effect at the time of the employee's retirement and are contingent 
upon the employee being medically eligible to be reinstated into the RTC retiree 
health insurance program if there has been a break in coverage under the RTC 
health plan. 

10.3 Long Term Disability Insurance 

Eligible employees are automatically enrolled in a long-term disability plan on the first 
(1st) of the month following ninety (90) days’ employment.  This plan pays up to two-thirds 
(2/3) of an employee's salary after ninety (90) days’ disability. 

10.4 IRS 125 Flexible Benefits Plan 

Employees are eligible to join the IRS 125 Flexible Benefit Plan on the first (1st) of the 
month following ninety (90) days’ employment.  This plan allows employees to set aside 
pre-tax dollars to fund expenses such as dependent care, health insurance premiums, 
and unreimbursed medical expenses.  This benefit is through payroll deduction with open 
enrollments yearly. 

10.5 Deferred Compensation  

Employees may participate through payroll deduction in their choice of deferred 
compensation programs offered by the RTC.  The RTC will contribute to each employee's 
deferred compensation program, as matching funds, up to 1% of each employee's annual 
base salary. 
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May 31, 2013 AGENDA ITEM 3.1 

TO: Regional Transportation Commission 

FROM: Angela Reich, SPHR 
Human Resources Administrator 

SUBJECT: Personnel Rules and Management Policies 

RECOMMENDATION 

Approve modifications to sections (13.2 (1) & (4)) of the Personnel Rules: "Group Insurance 
Plans." 

SUMMARY 

The modification to the sections of the RTC Personnel Rules: (13.2 (1) & (4)) "Group Insurance 
Plans" reflects a change to include all eligible employees for the RTC paid group health premiums 
and to exclude employees hired after June 1, 2013, from the group insurance plan for retirees. 

FISCAL IMPACT 

Fiscal impact may be up to $10,000 and will not require a budget augmentation. 

ADDIDONALBACKGROUND 

The foregoing recommendation continues the process of reviewing and updating the Personnel 
Rules and Management Policies of the RTC to improve clarity, reduce redundancy and to align 
them with current laws and management practices. 

A copy of the modification to RTC Personnel Rule (13.2 (1) & (4)) "Group Insurance Plans" is 
included as Attachment A. 

ADVISORY COMMITTEE(S} RECOMMENDATION 

There are no advisory committee recommendations pertaining to this agenda item. 

RTC Board: Bonnie Weber (Chair) · Dwight Dortch (Vice Chair) · Sharon Zadra · David Humke · Ron Smith 

PO Box 30002, Reno, NV 89520 · 2050 Villanova Drive, Reno, NV 89502 · 775-348-0400 · rtcwashoe.com 

ATTACHMENT B



13.2 Group Insurance Plans 

1. Regional Transportation CommissionRTC employees are eligible to participate, effective 91
days from date of hire, in the group health, life, vision, and dental insurance plans which the
Regional Transportation CommissionRTC offers. employees are eligible after ninety (90)
days of soFViGo. The Regional Transportation CommissionRTC currently pays 100% of the
premium for all full timeeligible employees. Part time employees are eligible to partisipate
by paying fifty persent (50%) of tho premium. Tho RTC will pay the remaining fifty poroont
(50%) of tho premium. The Regional Transportation CommissionRTC will not be obligated
to pay any premiums attributed to an employee's dependents.

4. _EffestiYe September 5, 1 QQ1, Eligible regular, full time employees hired prior to June 1.
2013, who retire from the Regional Transportation CommissionRTC and meet the
established requirements are eligible to participate in the group health insurance plan in 
effect at that time with a portion of the premium paid by the Regional Transportation 
CommissionRTC. 
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