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GOVERNOR’S BUDGET PROPOSAL HITS STATE RETIREES

Governor Perdue presented the proposed state budget for the 2011-2013 biennium 
to the General Assembly on Thursday. The proposal contains some bad news for 
retired state employees and teachers. The most troubling change in the proposed 
budget is the imposition of monthly premiums on all active and retired state 
employees and teachers who participate in the Standard (80/20) PPO plan of the State 
Health Plan. The proposed budget also changes the amortization period for the Teachers’ and State 
Employees’ Retirement System.

The proposal to charge monthly premiums would maintain the Basic (70/30) PPO plan as a premium 
-free option for active and retired State Health Plan members. However, employees and retirees 
who chose to remain in the Standard (80/20) PPO plan would pay monthly premiums starting in 
July, 2011. Active employee premiums would be $21.50 per month. Retired state employees and 
teachers would pay a monthly premium of $16.00.

The proposal to keep the Basic 70/30 PPO as an option that does not have an employee/retiree 
premium evidently is an effort to avoid a legal challenge to the imposition of premiums based on 
the claim that this would violate a contractual agreement with employees and retirees. The Association 
will seek a legal opinion from our attorney.

The proposed budget includes additional funding in both years of the biennium for the Teachers’ 
and State Employees’ Retirement System (TSERS). The amounts are $115 million in 2011-12 and 
$230 million for 2012-13. The proposal also extends the amortization period for TSERS unfunded 
liabilities from the current nine years to 15 years. According to the explanation included in the budget 
proposal, this change produces a lower Annual Required Contribution (ARC) by extending the 
period during which the state would pay down the TSERS unfunded liability. The current nine-year 
amortization period was adopted by the General Assembly more than 20 years ago. As of Friday 
morning, the State Treasurer had not expressed an official opinion on this proposed change.

Our Position

The N.C. Retired Governmental Employees’ Association is adamantly opposed to the 
proposal to charge retired teachers and state employees a monthly premium for their health 
insurance coverage. The out-of-pocket expenses that are paid by State Health Plan members in 
the form of prescription drug and medical provider co-payments already are a significant financial 
burden on the household budgets of state retirees. Every teacher and state employee has been 



promised health insurance coverage that would not involve payment of a premium.

The premium proposal might pass legal muster by not charging a premium for the Basic (70/30) 
PPO plan that has even higher out-of-pocket deductibles and co-payments for employees and 
retirees. The legality of this proposal remains to be tested. However, the move to charge premiums, 
especially to people who have already retired, clearly is a breach of a moral obligation that the state 
committed to some 40 years ago.

CONTACT YOUR LEGISLATORS!

The Governor’s proposed budget now will come under review by the Joint 
Appropriations Committee of the General Assembly. Now is the time to let your 
state legislators know how you feel about the proposal to charge you a premium 
for the State Health Plan. Please let both House and Senate members know that 
you are steadfastly opposed to paying a premium simply to maintain your State 
Health Plan coverage in the Standard (80/20) PPO. While the proposed charge of $16.00 per 
month might seem rather reasonable, a premium of any amount sets a precedent that would allow 
the state to shift a greater portion of the Plan expenses to members through significant premium 
increases in the future.

The General Assembly web site address is: www.ncleg.net  You can access the lists of House and 
Senate members by clicking on the tabs for House or Senate. You then go to the sites for individual 
members to find e-mail addresses and phone numbers by clicking on the name of a specific legislator. 
You also can access the General Assembly web page through the l ink on our web 
site (www.ncrgea.com). Please call our office if you have difficulty with access to either web site. 
Thank you for your help.
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