Legislature passes bill locking-in post-retirement health benefit

Intro by Lynn Maher – followed by article

Yesterday, both houses of the legislature passed S-3004/A-5005, which guarantees eligible public school employees’ post-retirement medical benefits. Governor Corzine is expected to sign the legislation soon. The attached document provides details about the legislation, including an outline of the various health care plans. This information is also posted on the members side of our website. Congratulations to the NJEA leaders and staff who made this historic victory happen for members. 
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Legislature passes bill locking-in post-retirement health benefit Governor expected to sign legislation into law 
We are proud to announce an historic development in NJEA history:

In 1988, NJEA secured state-paid health benefits for teacher retirees. The state budgeted money for these benefits on a yearly basis. Benefits were guaranteed for that year.

In 1992, we secured the same state-paid health benefits for ESP and higher ed members. 

In 1997, we secured a legal “lock” (a contractual right) on members’ pensions.

And in 2007, in a political climate openly hostile to public employees’ pensions and health benefits, NJEA will soon secure a legal guarantee to premium-free retiree health benefits for all members. Once this legislation is signed, the state, regardless of its fiscal health, can never renege on our retirees’ health benefits. Most importantly, the legislation guarantees that there will be no premium sharing for retirees now or in the future.

Today, both houses of the legislature passed S-3004/A-5005, which guarantees eligible public school employees’ post-retirement medical benefits. Governor Corzine is expected to sign the legislation soon. 

The health care plan gives participants the option of two Preferred Provider Organizations (PPO) and a few Health Maintenance Organizations (HMOs). 

The main health plan will be the School Employees Health Benefit Plan (SEHBP), a PPO with an extensive, national network of doctors. An appointment with a doctor will cost $10 dollars. In the event that a non-network doctor or facility is needed, members will still have access to the doctor or facility of their choice without a gate-keeper. If they choose an out-of-network doctor, their co-pay will be 80/20, although the out-of-pocket maximums will increase for out-of-network services.

In addition, the new plan will be governed by a new independent body of nine individuals, with NJEA having a significant voice on the board. The board will be comprised of the State Treasurer, the Commissioner of the Department of Banking and Insurance, a member appointed by the Governor, a member appointed by the Governor from among three persons nominated by the New Jersey School Boards’ Association,  three members appointed by the Governor from among five persons nominated by the New Jersey Education Association, a member appointed by the Governor from among three persons nominated by the education section of the New Jersey State AFL-CIO, and a member appointed by the governor with agreement from NJEA who shall be the chairperson.
Eligibility continues to mean public school employees who retire with at least 25 years of service and were eligible for health benefits at the point of retirement. This guarantee would apply to school employees when they have made contributions to the pension system and are eligible to vest. It would apply to current and future retirees, including those who are currently employed and those who become employed in the future. 

Also as a result of this legislation, the uniformity clause that now requires all local governing bodies, including school districts that are in the State Health Benefits Plan, to receive the same level of benefits as state employees, would no longer apply. Consequently, it prevents school employees’ health benefits from being bargained by other unions.

The option for a district not to participate in the state plan will remain as it is now. A district that now has a private plan could remain in that plan. 

S-3004/A-5005 also includes changes to the pension system, including a half percent increase in member’s contribution to their pension fund, a change that makes the fund more stable, and changes NJEA sought to the State Investment Council.

Pension changes:

· Beginning July 1, 2007, current and future members of the Teachers’ Pension and Annuity Fund (TPAF) and the Public Employees Retirement System (PERS) will contribute an additional half percent to their pensions.  The new contribution rate will be 5.5% of creditable compensation.

· Beginning July 1, 2007, school employees new to the pension system whose salaries move above the Social Security wage base limit, which is $97,500 for 2007, will participate in a defined contribution plan for any amount over that limit. The state will contribute three percent of salary over the social security wage base. The wage base increases from year to year and an increase will be maintained even if the federal government removes the annual escalator. What employee contributions will be permitted to the defined contribution component has yet to be determined. This would not apply to any current employee, regardless of whether they change jobs or districts.
· Beginning July 1, 2007, new school employees who retire between the ages of 55 and 60 will be penalized one percent per year for immediately drawing a pension. (The current penalty of three percent a year for retiring before 55 would remain the same.)
· Beginning July 1, 2007, the amount of time new school employees can buy back for their out-of-state service will be reduced from 10 years to five years.

· Changes NJEA has been seeking in the operation of the State Investment Council, which oversees pension investments, will be adopted. 
Health Benefit Changes:
· Beginning July 1, 2008, new health plans for school employees and their retirees that is independent of the State Health Benefits Plan (SHBP) will go into place. The new plan will be called the School Employees Health Benefit Plan (SEHBP).  School employers will no longer be able to contract with the State Health Benefits Plan (SHBP) for medical and prescription coverage.  However, they will be able to contract with the SEHBP.
· These new health benefit plans will be governed by a soon to be formed School Employee Health Benefit Commission. This independent body of nine individuals, will be comprised of the State Treasurer, the Commissioner of the Department of Banking and Insurance, a member appointed by the Governor, a member appointed by the Governor from among three persons nominated by the New Jersey School Boards’ Association,  three members appointed by the Governor from among five persons nominated by the New Jersey Education Association, a member appointed by the Governor from among three persons nominated by the education section of the New Jersey State AFL-CIO, and a member appointed by the governor with agreement from NJEA who shall be the chairperson.
· The option for a district to participate or not in the School Employees Health Benefit Plan will remain as it is now. A district that now has a private plan could remain in that plan.

· The new health plans will include two Preferred Provider Organizations (PPO) and several Health Maintenance Organizations (HMO).  See charts below for an outline of some commonly used benefits.
· Co-payments, deductibles and out-of-pocket maximums in the medical plans cannot be changed for the first five years that the plans are in existence.  After the five years, the plan actuaries can recommend changes that must be approved by a majority of the full commission.

· Prescription coverage for active members will continue to be available by either a free standing prescription card or as a reimbursable medical expense in the medical plans. The SEHBP will continue to offer a freestanding prescription card for those who wish to take advantage of such a card.  The retail co-payments will be $3/generic, $10/brand and mail order co-payments will be $5/generic $15/brand.  These co-payments cannot be changed for the first five years that the plan is in existence.  After five years, the plan actuaries can recommend changes that must be approved by a majority of the full commission.

· Retiree medical insurance will be identical to active insurance.

· Retiree prescription coverage will continue to be a free-standing prescription card with retail co-payments at $8/generic,  $17/preferred,  and $34/non-preferred and mail order co-payments at $8generic,  $25/preferred,  and $42/non-preferred.  The maximum amount participants can pay out-of-pocket will be $1,082.  Both the co-payments and out-of-pocket maximum are for the first year of the plan.  The new commission has the ability to set an annual escalator on both the co-payments and out-of-pocket maximum.
· The legislation guarantees premium-free health benefits for retired school employees that attain 25 years of creditable service.  This guarantee will be similar to the “lock” that school employees now have on their pensions. The health care industry is constantly changing. Consequently, a guarantee on health benefits will not mean that a particular health plan must remain frozen in place. However, it will guarantee certain benefits, including, but not limited to, hospital and surgical coverage, prescription drug coverage, and major medical coverage.
Medical coverage options under the new School Employees Health Benefits Commission will begin July 1, 2008.   Below are the outlines of the two PPO and the guidelines for any HMO.  These lists of benefits are some of the more commonly used benefits and are not intended to be absolutely complete.
	PPO Option 1

	
	In-network
	Out-of-network

	Service area
	Nationwide
	Unrestricted

	Primary care physician
	Not required
	Not required

	Referrals
	Not required
	Not required

	Deductible
	None
	$100 per person

$250 per family

	Yearly maximum 

out-of-pocket
	$400 per person

$1000 per family

(In-network co-payments count towards out-of-network maximums)
	$2000 per person

$5000 per family

	Lifetime limit
	Unlimited
	No less than $1,000,000

	Hospital services
	100%
	80% after deductible

	Surgical services
	100%
	80% after deductible

	Pre-admission testing
	100%
	80% after deductible

	Skilled nursing 

facility
	100%

120 days per benefit period
	80% after deductible

60 days per benefit period

	Home health care
	100%
	80% after deductible

	Hospice
	100%
	80% after deductible

	Emergency room
	$25 co-payment
	$25 co-payment

	Diagnostic x-rays/lab tests
	100%
	80% after deductible

	Therapy services
	100% after $10 co-payment
	80% after deductible

	Chiropractic services

(30 visits per benefit period)
	100% after $10 co-payment


	80% after deductible

	Maternity benefits
	100% after $10 co-payment


	80% after deductible

	Physical exams
	100% after $10 co-payment
	Not covered

	Well child care
	100% after $10 co-payment
	Not covered

	Immunizations

(except for travel/job related)
	100% after $10 co-payment
	80% after deductible

for children under 12 months

	Annual Ob/Gyn exam
	100% after $10 co-payment
	Not covered

	Vision exam
	100% after $10 co-payment
	Not covered

	Prescription coverage- active only

(If employer does not 

offer freestanding 

prescription card)
	90%
	80% after deductible

	Alcohol /Substance abuse inpatient
	100%
	80% after deductible

	Alcohol /Substance abuse 

outpatient
	100% after $10 co-payment


	80% after deductible

	Biologically based mental illness inpatient
	100%
	80% after deductible

	Biologically based mental illness outpatient
	100% after $10 co-payment


	80% after deductible

	Non-biologically based mental illness inpatient
	100% up to 25 days per benefit period; balance at 90% up to annual/lifetime limits
	50 days per benefit period at 50% after deductible up to annual/lifetime limits

	Non-biologically based mental illness outpatient
	90% up to annual/lifetime limits


	80% after deductible up to annual/lifetime limits

	Lifetime limits on non-biologically based mental illness
	$15,000 benefit period maximum

$50,000 lifetime benefit period maximum

	Dependent children
	End of the calendar year in which they turn 23


	PPO Option 2

	
	In-network
	Out-of-network

	Service area
	Nationwide
	Unrestricted

	Primary care physician
	Not required
	Not required

	Referrals
	Not required
	Not required

	Deductible
	None
	$100 per person

$250 per family

	Yearly maximum 

out-of-pocket
	$400 per person

$1000 per family
	$2000 per person

$5000 per family

	Lifetime limit
	Unlimited
	No less than $1,000,000

	Hospital services
	100%
	70% after deductible

	Surgical services
	100%
	70% after deductible

	Pre-admission testing
	100%
	70% after deductible

	Skilled nursing 

facility
	100%

120 days per benefit period
	70% after deductible

60 days per benefit period

	Home health care
	100%
	70% after deductible

	Hospice
	100%
	70% after deductible

	Emergency room
	$50 co-payment
	$50 co-payment

	Diagnostic x-rays/lab tests
	100%
	70% after deductible

	Therapy services
	100% after $15 co-payment
	70% after deductible

	Chiropractic services

(30 visits per benefit period)
	100% after $15 co-payment


	70% after deductible

	Maternity benefits
	100% after $15 co-payment


	70% after deductible

	Physical exams
	100% after $15 co-payment
	Not covered

	Well child care
	100% after $15 co-payment
	Not covered

	Immunizations

(except for travel/job related)
	100% after $15 co-payment
	70% after deductible

for children under 12 months

	Annual Ob/Gyn exam
	100% after $15 co-payment
	Not covered

	Vision exam
	100% after $15 co-payment
	Not covered

	Prescription coverage- active only

(If employer does not 

offer freestanding 

prescription card)
	90%
	70% after deductible

	Alcohol /Substance abuse inpatient
	100%
	70% after deductible

	Alcohol /Substance abuse 

outpatient
	100% after $15 co-payment


	70% after deductible

	Biologically based mental illness inpatient
	100%
	70% after deductible

	Biologically based mental illness outpatient
	100% after $15 co-payment


	70% after deductible

	Non-biologically based mental illness inpatient
	100% up to 25 days per benefit period; balance at 90% up to annual/lifetime limits
	50 days per benefit period at 50% after deductible up to annual/lifetime limits

	Non-biologically based mental illness outpatient
	90% up to annual/lifetime limits


	70% after deductible up to annual/lifetime limits

	Lifetime limits on non-biologically based mental illness
	$15,000 benefit period maximum

$50,000 lifetime benefit period maximum

	Dependent children
	End of the calendar year in which they turn 23


	HMO minimum benefits

	
	In-network

	Service area
	Determined by carrier

	Primary care physician
	Maybe required

	Referrals
	Maybe required

	Deductible
	None

	Yearly maximum 

out-of-pocket
	None

	Lifetime limit
	Unlimited

	Hospital services
	100%

	Surgical services
	100%

	Pre-admission testing
	100% 

	Skilled nursing 

facility
	100%

120 days per benefit period

	Home health care
	100%

120 visits per benefit period

	Hospice
	100%

	Emergency room
	$50 co-payment

	Diagnostic x-rays/lab tests
	100% after $10 co-payment

	Therapy services
	100% after $10 co-payment

60 visits per condition

	Chiropractic services

(30 visits per benefit period)
	100% after $10 co-payment



	Maternity benefits
	100% after $10 co-payment



	Physical exams
	100% after $10 co-payment

	Well child care
	100% after $10 co-payment

	Immunizations

(except for travel/job related)
	100% after $10 co-payment

	Annual Ob/Gyn exam
	100% after $10 co-payment

	Vision exam
	100% after $10 co-payment

	Prescription coverage- active only

(If employer does not 

offer freestanding 

prescription card)
	Retail: $5/generic  $10/preferred  $20/non-preferred

Mail order:  $5/generic  $15/preferred  $25/non-preferred

	Alcohol /Substance abuse inpatient
	100%

28 days per occurrence

	Alcohol /Substance abuse 

outpatient
	100% 

60 visits per benefit period

	Biologically based mental illness inpatient
	100%

	Biologically based mental illness outpatient
	100% after $10 co-payment



	Non-biologically based mental illness inpatient
	100% 

30 days per benefit period

	Non-biologically based mental illness outpatient
	100% after $10 co-payment 

30 visits per benefit period

	Lifetime limits on non-biologically based mental illness
	None

	Dependent children
	End of the calendar year in which they turn 23
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