
Legislative Report

Report 11-09
March 24, 2011

Members: Please note that this Report is being sent a day earlier than usual due to the time 
sensitive nature of this issue.

BAD BILL EMERGES IN SENATE

On Tuesday, the Senate Insurance Committee approved a committee substitute 
for SB 265. The new version of the bill proposes sweeping changes to the State 
Health Plan, including the imposition of monthly premiums on active and retired 
teachers and state employees. The amended bill also enacts significant increases 
in copayments and deductibles.

The bill was re-referred to the Senate Appropriations Committee where it was debated and approved 
on a split vote on Wednesday morning. Senate Bill 265 as amended has been “fast tracked” in 
order that it can be passed and signed into law by April 1st to allow time for the State Health Plan to 
prepare materials for the annual enrollment period.

The North Carolina Retired Governmental Employees’ Association is strongly opposed to 
the proposal contained in Senate Bill 265 to apply premiums to both active and retired state 
employees and teachers. We testified in opposition to the bill at the Senate Appropriations 
Committee on Wednesday. The N.C. Retired School Personnel group and the N.C. Association 
of Educators also spoke in opposition to the bill. While we fully expected to see increased 
copayments and deductibles, we oppose payment of premiums for a benefit that was earned 
by retirees during careers in service to the state.

NOW IS THE TIME TO CONTACT YOUR LEGISLATORS!

Senate Bill 265 should be scheduled for second reading on Thursday in the 
Senate and likely will be carried over until Monday, March 28 for a third 
reading. You should contact your State Senator immediately to let them 
know that you oppose the premium provisions in SB 265. Since this bill is 
on a fast track, you also should let your Representative in the House know how you feel 
about this bill. Please do not wait. Contact you legislators as soon as possible.

Following are a few points that you may wish to make. These are similar to talking points 
that were included in earlier editions of our weekly Legislative Reports.

  •  Most of the additional costs of the State Health Plan during the next two years are shifted by 
       



     Senate Bill 265 to the Plan members through monthly premiums as well as higher copayments,
     deductibles and annual co-insurance limits. Employees and retirees would pay an additional
     $286.7 million during the biennium with the state covering $137.6 million.
          
  •  The State Health Plan provides only secondary health insurance coverage for retirees who
     are Medicare eligible. These retirees receive primary coverage from Medicare and already pay a
      significant premium (from $115 to $369 per month) for Medicare Part B coverage. The addition
      of a premium for State Health Plan simply increases what already is a significant monthly financial
      burden for health insurance coverage.
          
  •  This proposal, if approved by the General Assembly, likely would be challenged in court as
     a breach of a contractual obligation. Active employees would pay a premium for both the 
     Basic and the Standard PPOs. The proposed change would maintain the Basic 70/30 PPO 
      under the State Health Plan as a premium-free option for retirees. However, the retirees would
      be penalized in either event; by reduced coverage in the Basic PPO or by a reduction in 
      pension income through payment of premiums.
          
  •   At the very least, premium-free health insurance coverage for retirees is a moral obligation for
     the state. Employees were promised this coverage as one of the benefits provided by the
     state to enhance salaries that generally were lower than the salaries paid to comparable
      private sector employees. This health insurance benefit was promised as an earned benefit
      that would continue into retirement and was not subject to any conditions or limitations.
          
  •  Establishing monthly premium charges sets a bad precedent. This policy would allow the state
     to gradually shift more of the costs of the State Health Plan to the members over time. Senate
     Bill 265 already contains provisions that would increase member premiums by 5.2% in 2012-13.
     Retirees already pay a portion of their health care costs through deductibles and copayments
     that have risen steadily during the past few years. 

CHANGES TO THE STATE HEALTH PLAN

Following are the most significant changes to the State Health Plan that are proposed in Senate Bill 
265.
     
Member Premiums         FY 2011-12                 FY 2012-13

     Basic         Standard       Basic        Standard

Active Employee Premium: $10.86        $21.72            $11.43       $22.85

Retiree Premiums
     
                     Non Medicare: $0.00          $21.72            $ 0.00        $22.85
  
                            Medicare: $0.00          $16.72            $0.00         $17.59

Increases in Selected Out-Of-Pocket Member Expenses

The increase in out-of-pocket expenses for retirees would be significant. In addition to paying 
between $200 and $260 annually in premiums, individual members of the Standard PPO would 



pay a $700 annual deductible ($100 more) for in-network services, up to $3,210 annually in 
co-insurance (a $460 increase), and $70 per visit to medical specialists (up from $60).  Visits to 
general practitioners would increase from $25 to $30 per visit.

Pharmacy copayments also would rise. Members would pay $40 (currently $35) for each prescription 
drug without generic equivalent and $64 (currently $55) to fill a prescription for a non-preferred 
drug. Generic drug co-payments would not change.

The combined impact of these increases and the new premiums would result in a shift of roughly 
$56 million in Health Plan costs in 2011-12 to retired teachers and state employees. A more 
detailed analysis of the full bill will be presented in our Report next week.




