
The PEEHIP plan received level funding from the 
Legislature to provide health insurance coverage to 
approximately 290,000 active and retired members and 

their covered dependents for FY 2011. This amount was not 
enough to maintain current coverage at current costs and left 
the PEEHIP plan $255 million short for the plan year beginning 
October 1.  

The PEEHIP Board of Control met on May 6 and voted 
to make changes to PEEHIP that will increase revenue by an 
estimated $186 million with an additional $60 million to be 
taken from the PEEHIP Trust Fund.  Failure of the Board to act 
in making these critical decisions would have led to a financial 
crisis and jeopardized the sustainability of the PEEHIP program.  

The revenue generating decisions that were approved were 
done with the intent to provide the best benefits to our members 
at the lowest cost while keeping the PEEHIP fund financially 
sound.  The Board made changes in all areas but targeted the 
changes to specifically address the imbalances between PEEHIP 
and the State Employees’ Health Insurance plan.  This brought 
the PEEHIP copayments and deductibles to a level equal or 
slightly better than other reputable large group plans.  The chart 
below shows the amount of revenue generated and member 
impact from each category to generate the revenue needed to fill 
the $255 million deficit. 
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There has been a great deal of discussion regarding changes 
made in rate structures at the PEEHIP Board meeting on 
May 6, 2010, particularly concerning the elimination of 

combined allocations.  Hopefully, a brief discussion of the concept 
of “group benefits” will help put some of these changes into 
perspective.  

	 The basic premise of group benefits is to spread the “risk.”  
A group has an average risk that is much less than the majority of 
the individuals in that group at any given point in time.  Conversely, 
many individuals have a risk that is less than the group at a certain 
point in time.  Spreading the risk gives constant protection for all 
members of the group at all points in time.  

	 All educators are members of the PEEHIP group.  Some 
members are single, some are divorced, and some are widowed.  
Some members are married to doctors, some to lawyers, some to 
spouses who are unemployed, some to educators, and some to 
educators who are members of the group.  The group’s obligation is 
the same to each and every member and that is to provide benefits 
to the members.  Groups usually offer an opportunity for its 
members to purchase additional benefits for their families usually 
at a subsidized cost.  All groups require dependents with their own 
benefits to use those benefits first.  If a dependent of a member of 
a group had their own benefits, then that dependent is required to 
use their own coverage before any family coverage would pay.

	 Before PEEHIP was established in 1983, educators had 
no state-sponsored group plan.  Teachers were given an insurance 
allocation, $25 per month, in 1982.  They could use that allocation 
for any insurance they chose and spouses could pool their allocations 
because the state was simply giving money and not providing 
benefits.  The benefits available to employees as well as the cost of 
those benefits varied from school system to school system.  None 
had better benefits than PEEHIP, but many were priced differently 
due to the system’s unique “point in time.”  Over time, all local 
systems joined PEEHIP as their costs increased.

	 In 1983 when the PEEHIP group was established, everyone 
knew that combining of allocations would have to be eliminated 
from the group plan at some point.  People tend to want the benefits 
of a group when they need them and the rates of an individual when 
it is to their benefit.  This will simply not work in a group plan.  No 
one in their right mind would trade the stability and benefits of 
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Changes in PEEHIP Premiums, 
Benefits & Policies

$48.00M for 290,000 members

$33.00M for 242,000 members

$40.54M for 290,000 members

$53.40M for 290,000 members

$6.20M for 18,000 members

$5.00M for 290,000 members

Filling the $255 Million Deficit

New Prescription Carrier

Optional Plan Changes

Prescription Drug 
Changes

Eliminate Combining 
Allocations

Premium Rate Changes

Medical Plan Changes


