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Changes in Retired Teachers' Health Insurance in 1998
You asked for an explanation of changes the General Assembly made in retired teachers’ health insurance in the 1998 session.  You also asked if a retired teacher could switch from participating in a local board’s health plan to the plan offered by the Teachers’ Retirement Board (TRB) and, if so, how.


In 1998, the General Assembly revised the way the cost for retired teachers’ health insurance is divided between the state and the active teachers to increase the state’s contribution.  It also allowed TRB to offer more than one health plan to retired teachers and their spouses.  


By law, retired or disabled teachers receiving benefits from the Teachers’ Retirement System and their surviving spouses are eligible for health insurance coverage provided by TRB, if they are eligible for Medicare Part A hospital insurance.  Those who are not eligible for Medicare Part A are allowed to participate in the same health insurance plan their last employing board of education maintains for its active teachers.  Retirees pay nothing for the TRB plan and the cost of the premium is split between the state General Fund, which currently pays 25% of the premium for regular retirees and 45% for disability retirees, and the Retired Teachers’ Health Insurance Premium Account, which is funded by withholding 1% per year of the salaries of active teachers.  The state also sends a subsidy to local boards to cover some or all of the cost of the premiums for retirees participating in local board plans.  The subsidy is the same dollar amount as the cost for the state plan premium.  If the premium for the local board’s plan is more than that of the state plan, the local board has the option of paying the difference itself out of local funds or requiring the retiree to pay the difference.


PA 98-155, “An Act Concerning Health Insurance Benefits for Retired Teachers,” passed by both houses in the 1998 session (but not yet signed by the governor) makes several changes in this system.  First, it allows the TRB to offer more than one health insurance plan, to divide them into basic and optional plans, and to require retirees who choose an optional plan to pay the difference in the premium.  According to Bill Sudol of the TRB, the board is planning to offer three plans: an HMO/managed care plan with dental insurance, a Point of Service (POS) Plan with dental, and an indemnity plan with dental.  The first two plans will be designated “basic,” with no premium charge to retirees.  If retiree chooses the indemnity plan, he will have to pay the difference between the premium for that plan and the POS plan premium. 


PA 98-155 also requires the state General Fund to contribute a minimum amount to the cost of the premiums for the basic TRB plans.  The minimum is 25% or the amount it contributes in FY 1997-98, whichever is greater.  This means that the General Fund contribution cannot go below its current level even if plan costs go down.  Sudol says that the premium for TRB’s current plan is $110 per month.  The General Fund contributes $27.50 of that and the active teachers contribute $82.50.  The board expects the premiums for the new basic plans to be much less than $110.  But under the new law the General Fund will still contribute the same $27.50. And if the premium ever exceeds $110, the General Fund will pay 25% of the higher amount.  This means that any savings will be used to reduce the burden on the active teachers’ contributions.


Finally, the bill requires the General Fund to contribute the same share to the subsidy for local board premiums for retirees.  The subsidy is currently equal to the $110 per month cost of the TRB plan.  That amount has been funded entirely by the active teachers’ contributions.  Under PA 98-155, the General Fund must contribute the same 25%, with a $27.50 per month minimum, to the subsidy as it contributes to the cost of the TRB plan.


Sudol says that a retired teacher who is participating in a local board health plan may switch to a TRB plan at any time as long as the person is eligible to participate in Medicare Part A.  Those who are not eligible for Part A are not allowed in the TRB plans.  An eligible retiree wishing to switch can do so by filling out an enrollment form available from TRB.  There is no special enrollment period.
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