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Stronger Than Expected FY2026 Results
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● PEIA finished FY2026 substantially ahead of Plan, primarily due to 
lower than forecasted medical and prescription drug claims.

● The State Fund started FY2027 with a reserve of ≈$308.4M, well 
above both its 10% minimum statutory reserve and its FY2027 
minimum actuarial reserve requirement of ≈$108.1M

● The Non-State Fund started FY2027 with a reserve of ≈$30.6M, 
more than $4M above its minimum actuarial reserve level. 



2026 PEIA/RHBT Public Hearing

Stronger Than Expected FY2026 Results
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● RHBT finished FY2026 substantially ahead of Plan (≈$187M), 
primarily due to investment income that exceeded projections.

● RHBT started FY2027 with a reserve of ≈$2.414B, including a healthy 
Premium Stabilization Reserve (PSR).
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Concerning Non-State Fund Results in FY2027 to date
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● Based on the Non-State Fund’s medical and prescription drug claims in 
FY2027 to date and its historical trends, our actuaries currently project that 
its FY2027 expenses will exceed its premium revenues by ≈$10M, primarily 
due to its Gold HDHP’s poor financial performance.

● If those trends continue during the rest of FY2027, our actuaries project that 
the Non-State Fund will finish FY2027 with a reserve of ≈$20.7M, which 
would be below both its 10% minimum statutory reserve and its FY2027 
minimum actuarial reserve requirement of ≈$26.3M
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● Financial markets have been up-and-down recently, and it would not be 
prudent to expect PEIA and RHBT to continue reaping the same favorable 
returns we experienced in FY2026.

● Healthcare economists continue to predict that medical and prescription 
expenses will increase steadily and substantially during FY2027 and future 
out years.

● The National Survey of Employer-Sponsored Health Plans released by Marsh 
on September 2, 2026 projects an 11% increase in health plan costs in 2027.

● Aon projects a 9.5% increase and PriceWaterhouseCooper estimates a 9% 
medical cost trend in 2027.
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Investment Environment & Healthcare Cost Trends
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Recent developments that are contributing to escalating healthcare costs include but are not limited to:

● Continued advances in diagnostics and therapeutics are improving outcomes but often cost more 
than the older treatments they replace.

● Adoption of AI-enabled billing software in some instances has resulted in providers submitting 
more claims – and higher-level claims – for reimbursement.

● Expensive new therapies for cancer and other rare diseases are causing very high-cost claims to 
become more common.

● “Specialty Drugs” are used by only ≈3,100 PEIA members but make up ≈56% of PEIA’s overall 
projected ≈$297M Gross Rx spend in FY2027.
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RHBT Concerns
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● RHBT is showing financial pressures in the future with assumed increases in the Medicare 
Advantage Prescription Drug (MAPD) capitations.  Unless changes are made, the retiree Premium 
Stabilization Reserve (PSR) will be depleted in FY 2027 and Other Post-Employment Benefits 
(OPEB) liability funding status will be at 98.5%. 

● Under the proposed FY2028 Financial Plan, the PSR is projected to extend into FY 2029 and the 
OPEB liability funding status is projected to rise from 98.5% at Year End 2027 to 116.6% at Year End 
2031.

● RHBT’s positive FY2026 investment returns give the Board the flexibility to lower FY2027 PayGo 
payments from the Active Fund to RHBT, thereby reducing pressure to raise premiums on both 
the Active Fund and RHBT that would have to be imposed to cover their projected higher 
healthcare costs. 
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State Fund and Non-State Fund must stand on their own
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● The PEIA Active Fund is divided into two separate funds:  

● The State Fund represents active state employees, college and university employees and county 
boards of education employees, and healthcare costs are allocated by statute between State Fund 
employers and State Fund employees at an 80%/20% split

● The Active Local Employee Fund (aka Non-State Fund) represents local government agencies, 
county government agencies, and other public entities, and Non-State Fund employers
“determine what portion of the premium will be paid by the active employee” per 151 CSR 01.

● The State Fund and the Non-State Fund are allocated administrative costs based on each fund’s 
proportionate total revenue levels.

● Monies contributed by State Fund employers and employees into the State Fund cannot be used 
to cover Non-State Fund employees’ healthcare costs (and vice versa).
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Spousal Surcharge – Statutory Requirement
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Proposed Board Decisions
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State Fund

FY2027 PROJECTED 

COSTS

FY2028 PROJECTED 

COSTS

$887,684,189 $962,791,096

AVAILABLE 

RESERVE

$216,470,189

PROJECTED ∆ $75,106,907

ADDITIONAL 

EMPLOYER $$$

ADDITIONAL 

EMPLOYEE $$$

BENEFIT 

MODIFICATIONS

RESERVE 

WITHDRAWAL

Fiscal Year
State Plan 

Employer

State Plan 

Employee

FY2022 0.0% 0.0%

FY2023 0.0% 0.0%

FY2024 22.4% 24.2%

FY2025 10.4% 10.7%

FY2026 14.0% 14.0%

FY2027 3.0% 3.0%

FY2028 2.0% 2.0%

HISTORICAL PREMIUM INCREASES BY PERCENTAGE

State Fund Employee premium hikes would constitute only ≈5% of the projected $75.1M increased costs

$15,000,000

$3,800,000

$8,380,000

$47,926,907
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State Fund

● 2% Aggregate Premium Increase for both Employees and Employers

● No changes to the Family Tier Spousal Surcharge

● 1% Benefit Modifications

● Employer Administrative Fee Increase of $2.50
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State Fund

● 2% Aggregate Premium Increase for both Employees and Employers
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State Fund

1% Benefit Modifications - Options under consideration to achieve 
$8.5M savings target

● Option 1

o Emergency Room (ER) Copay - $50 increase
o Durable Medical Equipment (DME) Copay - $20 increase 
o Prescription Drug Coverage - double deductibles
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State Fund

1% Benefit Modifications - Options under consideration to achieve 
$8.5M savings target

● Option 2

o Prescription Drug Coverage - double copays
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State Fund

1% Benefit Modifications - Options under consideration to achieve 
$8.5M savings target

● Option 3

o Emergency Room (ER) Copay - $50 increase
o Imaging Copay - $25 increase
o Durable Medical Equipment (DME) Copay - $20 Increase
o Prescription Drug Coverage - increase copays by 50%
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State Fund

1% Benefit Modifications - Options under consideration to achieve 
$8.5M savings target

● Any other package of changes that our actuaries project would yield 
≈ $8.5M in FY2028 savings for the State Fund
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Non-State Fund
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PEIA Medical Loss Ratio vs. Private Sector Plans
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Non-State Fund

• PEIA and its actuaries track the Medical Loss Ratio (MLR) for all of its Plan 
options (Gold, Silver, Gold HDHP and WV Bronze HDHP) across both the 
State Fund and the Non-State Fund to gauge the efficiency of its 
operations and identify instances where premium increases and/or 
benefit design modifications are warranted. 

• Medical Loss Ratios above 100% indicate that a Plan option is spending 
more money on healthcare expenses than it is collecting in premiums, 
which will pose a risk to PEIA’s financial stability if left uncorrected.
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Non-State Fund

• The Non-State Fund’s Gold HDHP (f/k/a “Plan C”) has consistently performed 
worse than all of PEIA’s other Plan options.

• PEIA’s actuaries currently project that the Non-State Fund’s Gold HDHP will 
finish FY2027 with a Medical Loss Ratio of ≈ 119.4%.

• The enrollment of Non-State Fund members in its Gold HDHP has consistently 
expanded to the point where there are roughly 5x as many policyholders enrolled 
in the Non-State Fund Gold HDHP (≈ 4,969) as State Fund Gold HDHP 
policyholders (≈ 1,158).

• This is even though the State Fund has almost 4x as many policyholders as the 
Non-State Fund (≈ 59,748 vs. ≈ 15,611)

• ≈32% of Non-State Fund policyholders are enrolled in its Gold HDHP Plan while 
less than 2% of State Fund policyholders are enrolled in its Gold HDHP Plan.
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Non-State Fund

• PEIA’s FY2027 Financial Plan incorporated a 3% Aggregate Premium Increase for the 
Non-State Fund except for the Gold HDHP which received a 5% increase in 
premiums, deductibles and maximum out of pocket (MOOP) costs in an attempt to 
correct its poor financial performance. 

• During PEIA’s public meetings last November regarding the proposed FY2027 
Financial Plan, we stressed that if those moves failed to correct the Non-State Fund’s 
Gold HDHP’s poor financial performance, PEIA would be required to consider more 
stringent actions in the future.

• Unlike the State Fund – where responsibility for its members’ healthcare costs is 
statutorily allocated between State Fund employers and employees at a fixed rate 
(80%/20%) – Non-State Fund employers “determine what portion of the premium 
will be paid by the active employee” per 151 CSR 01.
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Non-State Fund

FY2027 PROJECTED 

COSTS

FY2028 PROJECTED 

COSTS

$213,090,196 $228,790,173

AVAILABLE 

RESERVE

$0
PROJECTED ∆ $15,699,977

ADDITIONAL LOCAL 

FUND $$$

BENEFIT 

MODIFICATIONS

$19,000,000

$3,710,000

Fiscal Year Local Fund

FY2022 0.0%

FY2023 5.1%

FY2024 15.9%

FY2025 13.9%

FY2026 15.9%

FY2027 3.0%

FY2028 4% to 24%

HISTORICAL PREMIUM 

INCREASES BY PERCENTAGE

PROJECTED FY2027 

OPERATING LOSS

$9,982,065

ADDITIONAL REVENUE NEEDED TO 

ADDRESS FY2027 OPERATING LOSS
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Non-State Fund

• The proposed FY2028 Financial Plan incorporates a 4% Aggregate 
Premium Increase for the Non-State Fund’s Gold, Silver, and Bronze 
HDHP.

• However, it is necessary to enact a 24% Premium Increase for the
Non-State Fund’s Gold HDHP to properly price the Plan’s risk 
according to its historical performance and reduce its Medical Loss 
Ratio into alignment with the rest of PEIA’s Plans.
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Non State Fund
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● 4% Aggregate Premium Increase for Gold, Silver and 
Bronze HDHP Plans

● 24% Aggregate Premium Increase for Gold HDHP

● 2% Benefit Modifications

● Employer Administrative Fee Increase of $2.50
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Non State Fund
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2% Benefit Modifications - Options under consideration to 
achieve $3.8M savings target

● Option 1
o Urgent Care Copay - $5 increase

o Office Visit copay - $5 increase  

o Prescription Drug Coverage - double copays and double deductibles
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Non State Fund
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2% Benefit Modifications - Options under consideration to 
achieve $3.8M savings target

● Option 2
o Prescription Drug Coverage - Add Coinsurance/Higher Max/Double 

Deductibles
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Non State Fund
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2% Benefit Modifications - Options under consideration to 
achieve $3.8M savings target

● Option 3
o Durable Medical Equipment (DME) Copay - $25 Increase

o Gold HDHP - 25% increase in deductibles, 25% increase in Maximum Out 
of Pocket (MOOP) expenses
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Non State Fund
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2% Benefit Modifications - Options under consideration to 
achieve $3.8M savings target

● Option 4
o Gold HDHP - 32% increase in deductibles, 32% increase in Maximum Out 

of Pocket (MOOP) expenses
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Non State Fund
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2% Benefit Modifications - Options under consideration to 
achieve $3.8M savings target

● Any other package of changes that our actuaries project 
would yield ≈ $3.8M in FY2028 savings for the Non-State Fund
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Non State Fund
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● 50% Participation Standard

○ All participating employers must have 50% of their 
employees enrolled in a PEIA health plan by June 30, 
2027 in accordance with the terms of the FY2027 
Financial Plan.
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Breakdown of Premium Increase Impacts
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Retiree Fund
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● Zero Non-Medicare Premium Increase

● Zero Non-Medicare Benefit Modifications

● Zero Medicare Premium Increase

● Zero Medicare Benefit Modifications

● Decrease Retiree Paygo from $55 million to $20 million due to favorable 

FY2026 investment gains

● Designating the ≈ $187 Million of surplus FY2026 investment gain as 

retiree premium stabilization reserve
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PEIA Five Year Plan
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RHBT Five Year Plan
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Public Comment
Please limit your comments to 5 minutes.
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Email:
PEIAComments@wv.gov

If you would like to request a copy of today’s meeting materials or 
if you have any questions, please contact: 
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