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State Board Approves Health Plan Changes

The Board of Trustees of the State Health Plan on Monday approved significant 
changes to the State Health Plan that will take effect on January 1, 2014, including 
changing the plan year to a calendar year basis. The changes expand the coverage 
options available to Plan members, establish wellness surcharges, and introduce 
Medicare Advantage options for Medicare eligible retirees. The State Health 
Plan will need an additional $44.8 million from the General Assembly in 2013-14 to implement these 
changes.

Active employees and pre-Medicare retirees will have a choice of three options in 2014. These 
are:

  •  The 70/30 PPO which remains premium-free for active and retired employees.
  •  A modified 80/20 PPO that includes wellness surcharges to promote tobacco cessation, completion
     of a basic health assessment, and designation a primary care physician. (These surcharges are
     described below.)
  •  An 85/15 Consumer Directed Health Plan (CDHP) that includes high deductibles, a Health 
     Reimbursement Account for each participating member, and the same wellness surcharges as the
     80/20 PPO. There will be no premium for the CDHP.
 

The Wellness Surcharges

Please note that these wellness surcharges do not apply to Medicare eligible state retirees.
Effective January 1, 2014, members participating in the 80/20 PPO or the Consumer Directed Health 
Plan will be subject to the following monthly surcharges.

  •  Tobacco users will pay an additional $20 per month unless enrolled in a tobacco cessation program.
  •  A $10 per month surcharge will apply to members who do not complete a basic health assessment
     questionnaire. Members who complete a health assessment will offset the $10 surcharge and 
     receive a $5 credit against the monthly base premium for the 80/20 PPO which currently is $22.76
     per month.
  •  A $10 per month surcharge for members who do not designate a primary care physician (PCP).
     Members who designate a PCP will offset the $10 surcharge and receive an additional $5 credit
     against the monthly base premium for the 80/20 PPO. Please note that the $5 credits for completion
     of a health assessment and the designation of a PCP are cumulative.
 
Options for Medicare Eligible Retirees



Retired teachers and state employees who have Medicare for primary coverage will have three 
options in 2014.

• The 70/30 PPO that remains premium-free. The pharmacy benefit for this option will be the
traditional drug plan.

• An 80/20 Medicare Advantage Plan with a built-in Prescription Drug Plan. This option will be equal
to or better than the current 80/20 PPO and drug plan. There will be no premium for this plan.

• A 90/10 Medicare Advantage Plan with a built-in Prescription Drug Plan. This option will involve a
monthly member premium (amount to be determined) and will provide enhanced coverage.

The State health Plan has selected two firms (United Health Care and Humana) to provide these 
Medicare Advantage Plans. Additional details will be available in future issues of the Association 
newsletter.

Legislative Activity This Week

LegislationOnly one bill affecting any of the retirement systems was filed this 
week. The Senate, which is responsible for initiating the biennial budget this 
year, conducted two days of briefings for members. The briefings provided an 
overview of the state budget and the major employee/retiree benefit programs. 
The key points on the condition of the state budget are summarized below.

• Savings Reserve balance is well below statutory target, but is up from FY
2009-10.

• Nonrecurring funds are being used to meet recurring budget requirements.
• NC retirement system is one of the strongest state systems in the country, but unfunded liabilities

for NC retiree medical benefits are large relative to those of other states.
• There is some evidence that maintenance of State buildings is underfunded.

Bills Introduced This Week

Only one bill affecting the retirement systems was filed this week. Please see the following 
summary.

Senate Bill 49: Director of AOC Retirement Option 
(Primary Sponsor-Sen. Bingham)

This bill would allow the incoming Director of the Administrative Office of the Courts to participate in 
either the Consolidated Judicial Retirement System or the Teachers’ and State Employees’ Retirement 
System. The Bill has been referred to the Committee on Pensions, Retirement, and Aging.




