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General Assembly Compromises with Governor

On Thursday, the House gave final approval to a third bill that deals with changes 
to the State Health Plan. The Senate on Wednesday had passed a committee 
substitute for House Bill 578 that contained provisions to give premium-free 
coverage in the 70/30 PPO for active teachers and state employees. This represents
an effort to reach a compromise with Governor Perdue who had not yet signed 
Senate Bill 323 since it did not provide the premium-free option. The Governor is now expected to 
sign both Senate Bill 323 and House Bill 578.

The House bill makes no changes that affect the provisions of Senate Bill 323 that apply to retired 
employees. State retirees can enroll in the 70/30 PPO without paying a monthly premium. There is a 
monthly premium of $21.72 that applies to active employees and retirees who are not Medicare eligible 
if they choose coverage in the 80/20 plan. Medicare eligible retirees will pay $10.00 per month for the 
80/20 plan.

The free 70/30 option for active employees is not guaranteed beyond 2011-12. House Bill 578 directs 
the State Treasurer to continue the premium-free option through 2012-13 if it can be funded through 
savings accrued through wellness programs, Medicare Advantage plans, alternative plan designs, 
cash balances or other resources.

The provisions of both the House and Senate bills become effective on September 1, 2011. This 
means that the State Health Plan will have to conduct another open enrollment in July or August to 
allow members to chose either the 70/30 or the 80/20 PPO. The higher copayments and deductibles 
contained in SB 323 also become effective on September 1st. A chart comparing the current and new 
charges to members follows.(Please not corrections from last week’s Report.)



What Happens Next?

As stated last week in our Legislative Report, our Association will continue to seek to have retirees 
exempted from the 80/20 plan premiums so long as the General Assembly is in session this year. 
There remains a possibility that the premiums could be rolled back as a provision in  the state budget 
for 2011-13.

At the same time, we will further explore the possibility of a legal challenge to the premiums requirement 
through the state court if we cannot obtain legislative relief. Many active and retired state employees 
already have raised the issue of organizing a class action lawsuit if the premiums go into effect. We 
will discuss this issue with the Association’s Board of Directors at the Annual meeting in June.

Other Bill Activity
Our focus on the Health Plan issue has limited our reporting on other bills of interest 
during the past two weeks. Recent actions on two bills of interest that were covered 
in previous Legislative Reports are summarized below.

House Bill 596, Transfer Surplus Property to State Treasurer, received a favorable 
report by the House Finance Committee of Thursday. The bill would divide the net 
proceeds derived from the sale of surplus state property as follows:

• Twenty-five percent (25%) to the State agency to which the property was allocated. These funds
may be used for any purpose authorized by law.

• Twenty-five percent (25%) to the State Treasurer to support the General Fund.

Changes in Out-of-Pocket Member Expenses in 2011-12

Medical Benefits          Basic 70/30               Standard 80/20
Current        New Current New

Plan Member Co-pays (per visit) $30          $35  $25 $30
Primary Care  $55          $64 $45 $52 
Specialty Care $70          $81 $60 $70 
Urgent Care  $75          $87 $75 $87
Inpatient Hospital  $250          $291 $200 $233
Emergency Room  $250          $291 $200 $233

Annual Deductible (Individual)
In-network  $800          $933 $600 $700 
Out-of-network $1,600         $1,866 $1,200 $1,400

Coinsurance Maximum (Individual)
In-network  $3,250         $3,793 $2,750 $3,210
Out-of-network $6,500         $7,586 $5,500 $6,420

Pharmacy Benefits
Generic (co-pay)  $10          $15 $10 $15
Preferred Brand (co-pay)  $35          $40 $35 $40
Non-preferred brand (co-pay) $55          $64 $55 $64



  •  Fifty (50%) to the State Treasurer to be deposited in the Teachers’ and State Employees’ 
     Retirement System of North Carolina.

House Bill 596 is scheduled for second reading on the House floor next week.

House Bill 804, Johnston County Hospital Not in the Local Governmental Employees’ Retirement 
System, is a local bill that will allow Johnston Memorial Hospital to stop participation in the Local 
Governmental Employees’ Retirement System for new employees hired on or after October 1, 2011. 
All existing employees as of September 30, 2011 will continue to participate in the Local System as 
long as they are employed with the hospital.

The Local Governmental Employees’ Retirement System was created in 1945 and local units make 
an irrevocable election when their governing body elects to join the System. This will be the first unit 
that has withdrawn from the System in modern history. Representatives of the State Treasurer 
expressed concern that this bill could set a bad precedent.

The bill sponsor, Rep. Leo Daughtry, noted that the hospital was experiencing some financial difficulties 
and needed to reduce costs. Offering future employees a less expensive retirement plan was one 
component of a cost reduction plan. Representative Daughtry also pointed out that the state’s actuary 
had indicated that the withdrawal would have no negative impact on the Local Governmental Employees’ 
Retirement System.

House Bill 804 reeived a favorable report from the House Committee on State Personnel on May 5th. 
It was passed by the House, and sent to the Senate earlier this week. The bill has been referred to 
the Senate Committee on Pensions & Retirement, and Aging.
          




