
































STATE OF NEVADA
SELF INSURANCE TRUST FUND

PUBLIC EMPLOYEES’ BENEFITS PROGRAM
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - Post-Retirement Insurance Benefits:

JUNE 30, 2008 AND 2007

Employees of the State, who meet the eligibility requirements for retirement, have the option upon
retirement to continue group insurance pursuant to NAC 287.530. NRS 287.046 provides the State the
authority to pay an amount toward the cost of the premiums for persons retired from state service. Retirees
assume any portion of the premium not covered by the State. The State allocates funds for payment of post
retirement insurance benefits as a percentage of budgeted payroll to all State agencies. The cost of the
employer contribution is recognized in the year the costs are charged. No unused funds are carried forward to

the next fiscal year.

NOTE 6 - Commitments:

The Self Insurance Trust Fund is committed to the following contracts or policies at June 30, 2008:

Contractor

American International Group
Anthem HMO Nevada (HMO)
Aon Consulting

APS Healthcare

Beech Street Corporation

Capital Reporters
Casey, Neilon & Associates, LL.C
Catalyst RX

Diversified Dental Services
First Data Government Solutions
UMR (Fiserv Health Benefit Planners)

Health Claims Auditors

Health Plan of Nevada (HMO)
Hometown Health Partners (HMO)
Hometown Health Partners
Morneau Sobeco

The Standard Insurance

Xerox Corporation

Expiration
Contract Rate Date

$0.19 per employee per month 6/30/10
Varies 6/30/08
Hourly Rate 6/30/12
$4.75 per PPO participant per month 6/30/11
$2.50 per out-of-state participant per month 6/30/12
$17,333 monthly fee
Hourly Rate 1/31/09
Hourly Rate 12/31/09
$0.95 per paper claim 6/30/11
$2.30 per PPO participant per month
$0.67 per participant per month 6/30/09
$0.11 per credit card transaction 11/30/08

$13.65 per PPO participant per month (medical, vision) 6/30/10
$1.90 per participant per month (dental)

$24,900 per quarterly audit of TPA 9/30/10
$18,400 per annual audit of PBM

Varies 6/30/12
Varies 6/30/12
$3.83 per PPO participant per month 6/30/10
$2.21 per participant per month 6/30/10
Varies 6/30/10
$692.12 monthly base charge plus 0.006 1/25/09
per copy
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STATE OF NEVADA
SELF INSURANCE TRUST FUND
PUBLIC EMPLOYEES’ BENEFITS PROGRAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008 AND 2007

NOTE 7 - Risk Management:
Estimated Claims Liabilities:

The management of the Self Insurance Trust Fund establishes claims liabilities based on estimates of
the ultimate cost of claims (including future claim adjustment expenses) that have been reported but not
settled, and of claims that have been incurred but not reported. Because actual claims costs depend on such
complex factors as inflation, changes in doctrines of legal liability and damage awards, the process used in
computing claims liabilities does not necessarily result in an exact amount. Typically, after consultation with
an actuary, claims liabilities are recomputed annually using a variety of actuarial and statistical techniques to
produce current estimates that reflect recent settlements, claim frequency and other economic and social
factors. A provision for inflation in the calculation of estimated future claims costs is implicit in the
calculation, because reliance is placed both on actual historical data that reflect past inflation and on other
factors that are considered to be appropriate modifiers of past experience. Adjustments to claims liabilities are
charged or credited to expense in the periods in which claims are made.

Table of Unpaid Claims Liabilities:

As discussed above, management established a liability for both reported and unreported insured
events, which includes estimates of both future payments of losses and related claim adjustment expenses.
The following presents changes in those aggregate liabilities for the Self Insurance Trust Fund during the past

two years.
2008 2007
Beginning balance $ 25,082,000 $ 21,479,000
Claims and changes in estimates 209,027,871 181,280,944
Claim payments (201.475.871) (177,677.944)
Ending Balance $ 32634000 $ 25,082,000

These unpaid claims liabilities are all for the self-funded medical, dental, vision, mental health and
substance abuse benefits, and prescription drug benefits.

NOTE 8 - Securities Lending Transactions:

NRS 355.135 authorizes the State Treasurer to participate in securities lending transactions, where
the State’s U.S. Government securities are loaned to broker-dealers and other entities with a simultaneous
agreement to return the collateral for the same securities in the future. The State’s securities lending agent
administers the securities lending program and receives cash or other securities equal to at least 102% of
the fair value of the loaned securities plus accrued interest as collateral for securities of the type on loan at
year-end. The collateral for the loans is maintained at 102%, and the value of the securities borrowed must
be determined on a daily basis.

Securities on loan as of June 30, 2008 for cash collateral are unclassified as to custodial credit risk.
At June 30, 2008 and 2007, the State has no credit risk exposure to borrowers because the amount the State
owes to borrowers exceeds the amounts the borrowers owe to the State. The collateral securities cannot be
pledged or sold by the State unless the borrower defaults. The contract with the securities lending agent
requires it to indemnify the State for all losses relating to securities lending transactions. There were no
losses resulting from borrower default during the period nor were there any recoveries of prior period
losses.
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STATE OF NEVADA
SELF INSURANCE TRUST FUND
PUBLIC EMPLOYEES’ BENEFITS PROGRAM
NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2008 AND 2007

NOTE 8 - Securities Lending Transactions (Continued):

There are no restrictions on the amount of securities that can be loaned. Either the State or the
borrower can terminate all open securities loans on demand. All term securities loans can be terminated
with five days notice by either the State or the borrower. Cash collateral is invested in accordance with the
investment guidelines approved by the Board of Finance. The maturities of the investments made with cash
collateral generally match the maturities of the securities loans.

For purposes of valuing the underlying securities invested in the collateral investment pool, they are
commingled with all of the securities invested by the State. Securities loaned consist of U.S. Government
securities. The collateral received consists of cash, commercial paper, repurchase agreements, asset backed
securities, negotiable CDs and fixed income securities. The total collateral received is in excess of the fair
value of the investments held by brokers/dealers under the securities lending agreement. Costs related to
securities lending transactions are included as interest expense for the Self Insurance Trust Fund.

The fair value of the underlying securities at June 30, 2008 and 2007 is as follows:

2008 2007

Self Insurance Trust Fund Participation in
State Treasurer’s Securities LendingPool $§ 26291410 $ 37,957,232

NOTE 9 - Contingent Liabilities:

In accordance with the requirements of NRS 353.140, the Self Insurance Trust Fund honors
outstanding stale warrants presented for payment for six years from the date of origination. Management has
estimated the total amount of outstanding stale warrants less then six years old to be $775,500 and $574,000
as of June 30, 2008 and June 30, 2007, respectively. Management has assessed that it is not probable that
these warrants will be presented for payment during the statutory time frame, however these warrants will
continue to be recorded as a liability (bank overdraft).

NOTE 10 — Subsequent Events:

In August and September, 2008, The Las Vegas Metropolitan Police Department (Metro) paid
$399,813 out of $1,578,139 in past due amounts. Despite a ruling by the State Supreme Court in Self
Insurance Trust Fund’s favor, Metro refuses to pay the remaining amount because Metro disputes the
eligibility of certain retirees covered by PEBP, the requirement to pay a subsidy for certain retirees covered by
the PEBP and the requirement to pay late payment penalties. Self Insurance Trust Fund is exploring all
options for collection and expects these premiums to be ultimately collectible. Accordingly, no allowance has
been recorded. However, the unpaid balance of $1,238,326 is shown as a non current receivable at June 30,
2008.

In September 2008, PEBP staff requested the Committee on Local Government Finance intercept
Caliente’s tax distributions per NRS 354.671 for premiums and penalties due since October 2003. Caliente
stated at the Committee meeting that all eligibility issues had been resolved and that they owed the balance in
full ($62,660 as of June 30, 2008). The Committee directed Caliente to pay the balance in full by the end of
October. In October, Caliente, paid only $33,387. On October 30, the Committee granted the Self Insurance
Trust Fund’s request to intercept Caliente’s tax revenues. The Self Insurance Trust Fund expects to receive
the balance due prior to June 30, 2009. Accordingly, the entire receivable has been moved from non current
intergovernmental receivables for the year ending June 30, 2007 to current intergovernmental receivables for
the year ending June 30, 2008 and no allowance has been recorded.
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