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HRAs: Defined Benefits that Define a Strong 
Commitment to Your Early Retirees



SEPTEMBER 12-15, 2017
SOUTH LAKE TAHOE, CA
SEPTEMBER 12-15, 2017
SOUTH LAKE TAHOE, CA

Current Situation
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Current Situation
• Public agencies should not expect OPEB funding issues to be 

solved by economic growth

• First step is to fully understand the long term consequences of 
retiree health care costs

• Solve for the long term first

• Many solutions are daunting

⁻ Hefty employee contributions

⁻ Reform benefits
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What is an HRA?

Health Reimbursement 
Arrangement (HRA) is a health 
care plan that may provide 
reimbursements for medical 
insurance premiums and other 
eligible health are expenses
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What is an HRA?
• Available since 2002

• Funded by the employer only and employee contributions are 
not permitted

• HRAs provide triple tax savings

Tax free deposits

Tax free accumulation

Tax free reimbursement
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Flexible Plan Design

A Defined Contribution HRA’s plan design is highly 
customizable and can take into consideration:

• Eligibility
• Vesting
• Nondiscrimination

• Contribution type
• Contribution frequency
• Accumulation

• Forfeiture provisions
• Allowable reimbursements
• Distribution fees

Flexibility
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Plan Design

Eligibility
• All early retiree employees 
enrolled in group health 
coverage through employer’s 
sponsored group health plan

Contributions
• Set dollar amount per month 
for each full‐time employee

• Unused amounts carry over 
from year to year
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Reimbursements for Employees

Reimburses deductibles, co‐pays and co‐
insurance

213(d) eligible health care expenses

No taxation to participant

125 Plan contributions must be used before HRA, 
due to FSA’s “use it or lose it” provision
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Utilizing an HRA as an Early Retiree

Early Retiree

Group Plans Covered CA 
Plans

Private 
Exchange 
Plans

…Can match Covered CA plans and costs, 
plus provide access to many other plans

Group Pays Carrier ‐
No Need for HRA

Subsidy vs. HRA 
Contribution

If retiree qualifies for a subsidy, 
they cannot have an HRA

Retiree Pays Carrier 
Reimbursed from HRA
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Employer Benefits
Allows significant tax advantage and leverage while 
alleviating OPEB liabilities

Provides Enhanced Benefit Options, can act as a 
hiring tool and retention and can ensures post‐
employment benefit

Allows for flexibility in plan design and contribution 
strategy among different employee units

Reduces administrative strain

Can reduce overall group medical premiums
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Employee Benefits

Provides maximum flexibility to employee:
•Can choose any health plan on the open market
• Join spouses coverage
•Utilize funds for future out of pocket and premium expenses

Tax free growth and reimbursement

Funds roll over year to year and are retained after 
separation from service

Can be utilized easily by employee or 
spouse with the debit card provided
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JPA Benefits

Reduce long term claims cost

Provide additional options to 
employers and employees

Ensure financial stability to 
the JPA through reduced 
costs
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What are Eligible Expenses?
Common Qualified Claims
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Administration
• MidAmerica Administrative Solutions is a national leader in 

providing HRA services
• Live telephone response is provided Monday through Thursday 

5:30 a.m. to 5:00 p.m. and Fridays 5:30 a.m. to 3:00 p.m. 
800.430.7999

• 24/7 web support is provided
www.midamerica.biz



SEPTEMBER 12-15, 2017
SOUTH LAKE TAHOE, CA
SEPTEMBER 12-15, 2017
SOUTH LAKE TAHOE, CA

Funding

• American United Life (AUL)
• Fixed group annuity contract
• AUL is rated A+ (Superior)

by A.M. Best
• Current interest rate

is 1.60%
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About Keenan

2355 CRENSHAW BLVD, SUITE 200
TORRANCE, CA 90501


