
Legislative Report

Report 11-15
May 6, 2011

HOUSE APPROVES BUDGET

The House of Representatives this week approved the Appropriations Act of 2011  
(House Bill 200), the state budget for the 2011-13 biennium. As we reported last 
week, the House budget provides full funding for both the Teachers’ and State 
Employees’ Retirement System (TSERS) and the Consolidated Judicial Retirement 
System (CJRS).

House Bill 200 provides General Fund appropriations of $297.4 million in 2011-12 and $404.2 million 
in 2012-13 to fund the required contribution to TSERS. The bill also provides $7.9 million and $9.0 
million to meet the ARC for the state’s judicial pension system. These are the sums that were 
recommended by the state’s actuary when the actuarial reports were presented to the Retirement 
Systems Board of Trustees in January.

The House decision to fund the Annual Required Contribution means that all three of the major statewide 
retirement systems will be fully funded for the first time in several years. In January, the Board of 
Trustees of the Local Governmental Employees’ Retirement System (LGERS) voted to direct 
participating local governments to again increase the employer contribution rate. The rate paid by 
local government employers will rise from the current 6.33% to 6.88% of covered payroll in 2011-12.

None of the major retirement systems have undistributed actuarial gains to fund Cost-Of-Living 
Adjustments in 2011-12. However, the combination of full funding of our retirement systems and the 
continuing recovery of state pension investments suggests that COLAs for retirees may be available 
in 2012-13 and beyond.

Please remember to thank your members of the House for funding the state retirement systems at the 
required level. In particular, the co-chairmen of the House Appropriations Committee, Representatives 
Brubaker, Barnhart, Gillespie, and Johnson, deserve our special thanks. The final decisions about 
Retirement System were made by these leaders and Speaker of the House Tom Tillis.

STATE HEALTH PLAN BILL STILL UNDECIDED

The House did not vote this week on the proposed conference report for Senate 
Bill 323, State Health Plan/ Appropriations and Transfer II. As we reported last 
week, this bill would make the following changes to the State Health Plan:

• The agreement contained in the conference report makes several changes that are favorable to retirees
but still falls short of providing premium-free coverage in the 80/20 Plan for retirees.



• The agreement maintains the 70/30 Plan as a premium-free option for retirees.
• The Conference Report also lowers the monthly premium that would be paid by Medicare eligible

retirees from $16.54 to $10.00 per month.

• SB 323 also authorizes the State Treasurer to enter into contracts for Medicare Advantage Plans
and Supplements to provide alternative coverage for Medicare eligible Plan members.

 The conferees’ agreement does not include a premium free option for active employees, a provision 
that had been added in the House version of the bill. Under the conference version of SB 323, active 
teachers and state employees would pay monthly premiums for both the 70/30 and the 80/20 plans. 
The report calls upon the State Treasurer to find savings in the Plan during the next two years that 
could be used to provide active employees with a premium-free option. It is unclear whether the 
Governor will sign SB 323 even if the House adopts the Conference Report.

OTHER ACTIVITY THIS WEEK

 Two important bills were introduced late in the week that will affect the state 
retirement system and the state health plan. We have not had the opportunity to 
fully analyze these bills. Following are a few highlights. A complete analysis will be 
presented next week.

House Bill 927: State Pension Plan Solvency Reform Act
(Primary Sponsors – Reps. Folwell, McGee, Dixon, and Starnes)

 This bill would make the following changes to the TSERS for employees hired on and after August 1, 
2011 (no effect on existing retirees):

• Set minimum full benefit retirement age at age 60.
• Limit the conversion of sick leave to retirement credit
• Limit compensation used for calculation of retirement benefits.
• Extend the calculation of Average Final Compensation to 10 years
• Cap annual retirement benefits to Governor’s salary.

House Bill 928: State Health Plan Solvency Reform Act
(Primary sponsors - Representatives Folwell, Murry, Dollar, and Jordan)

This bill sets new coverage standards and premiums for active employees who are age 65 and older, 
and directs the Executive Administrator and Board of Trustees s to adopt an incentive program to 
encourage Plan members to find errors in medical billing. A member shall be entitled to a payment in 
an amount equal to ten percent (10%) of the  savings that member finds.




