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Steep increases in state employees' and retirees' health insurance
costs likely to emerge this legislative session could put health care
out of reach for some families, according to advocates for state
workers.

With proposed funding for the Employees Retirement System, which
provides health insurance for state workers and retirees, falling $591
million short of current operating costs, employees and retirees will
probably either pay a higher premium or face a deductible between
$2,400 and $3,400.

Currently, there is no medical service deductible.

Andy Homer, the director of government relations for the Texas Public
Employees Association, said the "most scary" part is that under the
proposed deductibles, a family could be subject to out-of-pocket
expenses of up to $11,900, according to the retirement system's
estimates.

Because the average state employee makes $39,000 a year, Homer
said, "that's bankruptcy territory there."

Though everyone in that hypothetical family would have to have
health problems for the cost to reach that level, Homer said, every
state employee and retiree would have to pay much more for health
insurance.

"The point is, this will make health care unaffordable for a significant
portion of employees," Homer said.

Under preliminary House and Senate budgets, 19 percent of the
retirement system's $3 billion appropriation would be cut. The agency
is looking at a couple of ways to make up the money.

Currently, the state covers 100 percent of health insurance costs for
state employees and retirees and 50 percent for family members.

Under the House's proposed budget, 90 percent of insurance costs
would be covered. But according to the retirement system's
estimates, that would save only $298 million.

To make up the full $591 million shortfall, coverage would have to
drop to 80 percent for employees and retirees and 40 percent for
family members, leading to a $95 monthly premium for employees
and retirees and an increase of roughly $186 a month for families.

The other option would be deductibles of up to $3,400 for 100
percent coverage or $2,400 for 80 percent.

Homer said the retirement system would probably settle on a blend of
the options.

"People are already living month to month, pay check to pay check,
annuity check to annuity check. There are some people that just
won't be able to deal with this," Homer said.

Talmadge Heflin, director of the conservative Texas Public Policy
Foundation's Center for Fiscal Policy, said that since employees and
retirees do not pay a premium, it's not unreasonable to ask them to
chip in when the state faces a $27 billion budget shortfall.
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State workers, retirees likely to see surge in health
insurance costs

Proposals may be more than some can afford, advocates say.
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"In times when there's a shortage of funds or less revenue and the
state has to cut back on the funding, just like in a lot of private
industry, the employees are called on many times to pick up a greater
share of higher deductible or co-pay," Heflin said. "It's reasonable for
the employees to share with the taxpayers the cost."

State Rep. Myra Crownover, a Denton Republican , has proposed
legislation to create a health savings account option for state
employees and retirees.

Heflin said the approach would give employees more control of their
benefits.

With state employees facing big hits this session, from layoffs to
furloughs, Homer said, the health insurance issue would probably be
the biggest single hit for everybody.

The potential increase is "terrifying" for some state retirees who have
been receiving the same amount of annuity for years and never
thought to budget for a rise in health insurance costs, said Elizabeth
Blount, legislative chair of the Retired State Employees Association.

Blount, a retired state employee of 31/2 years, said about 60 percent
of state retirees receive a monthly annuity of $2,000 or less, so an
unexpected increase in premiums or the proposed deductibles could
force some retirees to drop their health insurance.

"You're talking about living on very little money," Blount said. "If they
can't afford to pay for it, they end up losing it, and if they get sick,
they go to the emergency room, and the local taxpayers end up
paying for it."

Bill Hamilton, president of the Retired State Employees Association,
said the increase would be "the most dramatic effect on retirees'
take-home pay in a long time."

bwermund@statesman.com
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