
vested employees should see no changes 
in health care coverage through the 
Retirement System, but sometime in the 
near future, retiree health care coverage 
probably will not be available to new 
hires.  We all need to insist, whenever 
possible, that our pensions are not like 
what people hear about on the news 
and are small compensation for salaries 
that do not match private sector pay for 
commensurate responsibilities and that 
have rarely kept pace with inflation.

Q:  Has the “Rule of 85” been elimi-
nated?

A:  We are not sure who started this 
rumor or why it keeps being circulated 
as “fact.”  The Rule of 85 is still available 
for qualifying state employees as a way 
to receive unreduced retirement benefits.  
Our Retirement System’s Rule of 85 is, 
and always has been, a little different 
from the traditional pension concept 
of Rule of 85.  To qualify for our Rule 
of 85, you must have at least 25 years 
of service credit (actual contributory 
working service + purchased service 
credit + sick leave credit) and be at least 
age 60 during the month you elect to 
retire.  The Rule of 85 does not give you 
the equivalent retirement benefits of 30 
years of service, but it does allow you 
to retire with your 25+ years of service 
credit and not have a reduction factor 
applied to the formula.  If you are age 
55 with 25 years of service credit and 
you elect to retire, there is a 25 percent 
reduction factor applied to your formula 
benefits, but a 60-year old with 25 years 
of service credit has no reduction factor 
applied to their formula benefits.

Q:  Have the rules on returning to 
work after retirement changed?

 A:  The short answer again is “no”, but 
the number of jobs/positions that are 
available for retirees might be in short 
supply in future years due to budget 
cuts.  Everyone who retires must still 
spend at least the first six months earning 
no income from a school district or 
state agency and then cannot work in a 
full-time permanent position and cannot 
earn more than 50 percent of what they 
were earning immediately prior to retire-
ment.  The number of part-time jobs 
available for retirees will undoubtedly 
decrease somewhat due to next year’s 
budget cuts.

Q:  Other than the temporary 2 
percent reduction in FICA withhold-
ings, are there any changes in Social 
Security?

A:  At this point, no.  The temporary 2 
percent reduction in FICA withholdings 
from employees’ pay is an attempt to 
help stimulate the economy.  The Social 
Security system remains underfunded, 
and this makes it even more of a drain 
on the national deficit, but there are 
no indications of immediate plans to 
reduce Social Security benefits or further 
increase the age at which we can draw 
benefits.  For years, some financial 
planners have advised Americans to base 
their retirement plans on the assumption 
that there would be no Social Security 
benefits.  This makes sense if you 
understand that these financial planners 
make more money if their clients save/
invest more money!  While Social 
Security, and its related health care plan 
Medicare, will continue to be a political 
and financial “hot potato”, it will be very 
difficult for the federal government to 
end or significantly reduce its commit-
ment to retirement benefits.

Q:  Retirement is such an important 
decision, and the rules are often 
confusing.  Who can we go to when 
we have questions?

A:  Retirement is an important decision, 
and some of the rules are confusing.  
The most important thing to keep in 
mind is that your retirement situation is 
almost certainly different than anybody 
else’s situation!  Your plans and your 
decisions should be unique to your 
individual situation.  The other thing 
to keep in mind is that nobody at your 
school district has access to all of your 
personal retirement information, such 
as the exact amount of your service 
credit and your exact average final 
compensation.  The good news is that 
somebody does have that information, 
and it is now very accessible.  The State 
Treasurer’s website, nctreasurer.org, can 
lead you through registering on their 
relatively new “ORBIT” system.  The 
ORBIT software system, once you are a 
registered user, allows you access to all 
of your personal retirement information.  
With your latest pay notice in hand, 
you can register on the ORBIT system 
and have access to tools that make it 
easy to do “what if” retirement benefits 
calculations, using the “Create a Custom 
Benefits Estimate” toolbar.  Nobody in 

your school district can do a better job of 
estimating your benefits.  From the same 
website, you can access a copy of the 
Retirement Benefits Handbook, a very 
understandable summary of the rules 
and benefits of the Retirement System.  
While you might have a question or 
two not answered by the ORBIT system 
and the Handbook, a toll free call to a 
benefits consultant at the Retirement 
System is the best way to get those types 
of questions answered.

Change in Annual Leave 
Accrual

Every once in a while, we get blind-
sided by a positive change.  This 
caught every school district in the state 
by surprise.  As of January 1, 2011, 
all permanent state employees began 
earning a minimum of 1.167 days per 
month of annual leave (previously, the 
minimum was 1 day per month), and 
all permanent state employees with 
at least two years of service now earn 
0.017 more annual leave days per month 
than they did prior to January 1.  We 
learned of the change in early February 
and, unfortunately, our payroll software 
was not immediately able to handle the 
extra digit of the earnings rate.  After 
software revisions, we implemented, 
retroactively, the increased annual leave 
earnings in March.  Your March pay 
notice reflected not only the monthly 
increased earning rate but also a retroac-
tive balance adjustment for the January 
and February increased earnings rate.  
For employees with less than two 
years of experience, this is a significant 
increase in annual leave earnings per 
year (1.67 days for 10-month employees 
and 2.0 days for 12-month employees).  
For everyone else, it is a relatively minor 
enhancement to annual leave earnings, 
but at least it is going in the positive 
direction!  There was no change in the 
sick leave accrual rate of one day per 
full-time month of service.
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It is likely that central and school-based 
positions will be lost due to budget 
cuts.  It is unlikely that we will be 
able to absorb all of the lost positions 
through retirements and resignations. 
As in the past two years, our Board has 
been committed to keeping job losses 
to an absolute minimum.  The Board 
will continue to consider reductions in 
pay as a means of protecting jobs.  The 
board has enough flexibility in funds 
management to implement cuts different 
from those enacted by the General 
Assembly.  Unfortunately, the board 
does not have the flexibility to wait to 
adopt their budget cuts until they know 
the exact extent of state cuts, so there 
will undoubtedly be some positions 
declared eliminated in April that the 
board hopes will be restored once the 
state budget has been adopted.  Affected 
employees will be notified by the school 
district in accordance with the board’s 
Reduction in Force (RIF) Policy, but 
we will continue to update you on the 
status of the budget until the very end 
of this school year. The Marketing and 
Communications Department has sent 
several emails to all employees with 
budget updates, and we will continue 
to send those throughout the budget 
process.

Retirement Issues and 
Information

There is a tremendous amount of infor-
mation and misinformation circulating 
about state employee retirement issues.  
The following Questions and Answers 
hopefully clarify some of that informa-
tion.

Q:  I have heard rumors of retirement 
incentives being offered for employees 
who elect to retire next school year.  
Should I delay my retirement plans 
until I know what kinds of incentives 
are offered?

A:  All retirement incentive “plans” 
are just proposals at this point.  One 
was in the Governor’s budget proposal, 
which has no legal status at all unless 
or until included in a legislative bill 
and adopted by the General Assembly.  
Another is in a proposed bill that has 
yet to be voted on by either house of the 
General Assembly.  Some state officials 
(including this author!) question whether 
any retirement incentive bill will make it 
through the General Assembly this year.  

We cannot offer specific advice to those 
considering retirement, except to pay 
attention to information we share as we 
get updates on actions by the General 
Assembly.

Q:  If the General Assembly or school 
board reduces our pay in response to 
budget cuts, will it reduce my retire-
ment benefits, making it better for me 
to retire now?

A:  The way our Retirement System’s 
benefit formula works, a reduction in 
pay would never cause your retirement 
benefits to decrease, but would reduce 
the amount of increase in those benefits 
created by working additional months/
years.  The basis of the benefits formula, 
“average final compensation”, is a 
misnomer.  It is really the average of 
your highest consecutive 48 months 
of salary, not your final four years of 
salary.  Your average final compensa-
tion will never decrease from what it 
is currently, and the formula always 
rewards extra months or years of service.  
The retirement decision should always 
be a personal one, based somewhat on 
financial considerations and somewhat 
on other personal considerations.

Q:  Are there plans to cut or take 
away retirement benefits from state 
employees?

A:  While the short answer is “no”, at 
least for those who are current state 
employees, there are a number of factors 
making it likely that there will be changes 
soon for new hires.  The news media is 
having a field day trumpeting the “news” 
that government employee pension 
plans are so much more lucrative than 
most plans in private industry.  There 
is nothing new about this “news”, and 
they are stirring up most of the uproar 
by exposing the worst abuses.  However, 
it is likely that the state will be paying 
more than 10 percent of each employee’s 
salary into the Retirement System next 
year, which is a huge statewide use of 
tax dollars (in excess of $1 billion!).  
The state could eventually save more 
than half of that cost if it replaced the 
current defined benefit pension plan for 
new hires with a defined contribution 
pension plan where it matched up to 6 
percent of employee contributions to a 
401(k) or similar type plan.  Addition-
ally, health care costs are a huge drain on 
Retirement System resources.  Currently 

udget issues are at the forefront 
of most conversations these 

days.  The school district is facing state 
budget cuts for next year that range 
from $15 million to $35 million, with 
very little remaining federal money and 
little likelihood of significant increases 
in county funding.  The wide range of 
the projected state cuts emphasizes the 
difficulty in preparing a budget and 
deciding on the best ways to absorb 
the cuts.  The school board is preparing 
for the worst and hoping for the best 
as they approach the time when they 
must legally adopt a budget (mid-to-late 
April).  Unless the General Assembly 
surprises us, the school board will have 
to adopt their budget before they know 
the extent and directions of the state 
budget cuts.
 
As always, we caution employees from 
getting their information from the news 
media.  A recent news report quotes an 
influential legislator as saying that their 
current budget discussions would not 
require teacher layoffs.  The legislator 
was careful not to mention the fate 
of teacher assistants and other school 
district support staff in their current 
budget discussions.  Undoubtedly, if 
you cut enough school support staff 
positions, you can keep all teacher 
positions in place.  Rest assured, your 
school board is considering equity and 
maintaining necessary levels of all 
school district staffing in their budget 
deliberations.
 


