
Medicare Referendum Points of Consideration 
 
Public Act 094-0415 requires the State Universities Retirement System (SURS) to conduct a referendum on 
Medicare participation.  All University of Illinois employees who have been continually employed at the University 
since March 31, 1986 are eligible to participate in this referendum.  Is it advisable for you to vote “yes” and begin 
paying 1.45% of your salary to Medicare or to vote “no” and decline the opportunity to participate in Medicare?   
 
To answer the question, let’s first review some basic background Medicare information and then some past 
changes which have been brought about by two other pieces of related legislation.  Please note that all information 
below is based upon plan provisions, legislation, premiums, etc. in effect at this time and all are subject to future 
changes. 
 
Background Medicare Information – 
For persons with 40 Medicare credits (Note:  Social Security credits qualify as Medicare credits), premium-free Part 
A Medicare coverage becomes effective when you attain age 65, whether you are actively working or retired.  
When a retiree eligible for premium-free Part A Medicare attains age 65, that is also when the retiree begins 
purchasing Part B Medicare.  Actively working employees age 65 or older, are not “required” to begin purchasing 
Medicare Part B coverage until they retire, however, some actively working employees age 65 or older do choose 
to begin purchasing Medicare Part B coverage while they are actively working.   
 
Related Legislation – 
1)  All state and local government employees hired after March 31, 1986 are required to pay the 1.45% Medicare 
tax (even though they do not have to pay the 6.2% Social Security tax) and 2)  In Illinois in July of 1992, a new law 
allowed the State to begin reducing the benefits for certain retirees who are eligible for premium-free Part A of 
Medicare and elect not to enroll in Part B.  That is, when a claim is paid, the benefit the State’s plan pays is 
reduced by the amount Part B would have paid had the person been enrolled in Part B.  (Note:  This law effectively 
“forces” retirees who attain age 65 or retiring employees age 65 or older, who qualify for premium-free Part A 
Medicare, to purchase Part B Medicare.) 
 
So this Medicare referendum is specifically directed at employees who have been continuously employed at the 
University since prior to April 1, 1986 (who are not paying the 1.45% Medicare tax).   
 
To reach your decision about the referendum, the first question to consider is “Do you already (or will you) qualify 
for premium-free Medicare Part A (Hospital Insurance) when you retire? 
 
The most typical ways that persons qualify for premium-free Medicare Part A are the following: 
 

• you have 40 Medicare credits 
• your living spouse is at least age 62 and has 40 Medicare credits 
• you were married to your former spouse for at least 10 years, you are currently unmarried and your 

former spouse has 40 Medicare credits 
• you were married for the nine months before your spouse died, your spouse had 40 Medicare credits 

and you are currently unmarried (or remarried after age 60) 
• Others – contact Social Security Administration at (800) 772-1213  

 
If you do (or will) qualify for premium-free Part A, what are the advantages and disadvantages associated with 
voting “yes” or voting “no”? 
 
 Vote “Yes” -   
  Advantages -   None 
 

Disadvantages -  Since you already qualify for free Part A, you will gain nothing by enrolling in 
Medicare now.  In fact, you will pay 1.45% of your earnings between now and retirement for future 
coverage which is already yours. 

 
 Vote “No” – 

Advantages -  You don’t unnecessarily pay 1.45% of your gross earnings between now and 
retirement for a benefit you have already earned. 

 
  Disadvantages -  None 
 
 



If you do not qualify for premium-free Part A, then the question becomes, “Is it desirable, advantageous, prudent or 
otherwise worthwhile for you to seek to attain 40 Medicare credits before you retire?” 
 
 Vote “Yes” (and try to attain 40 Medicare credits) – 

Advantages -  If you attain 40 Medicare credits what you will gain (when you are retired and at 
least 65 years of age) is having Medicare coverage (Parts A and B) as your primary insurance plan 
and your State of Illinois Retiree health insurance coverage will be your secondary insurance plan.  
The good news about this is that with this double coverage, you will most likely experience a 
reduction in your out of pocket expenses for medical services rendered to you, as compared to 
now, when you (most probably) have only one group insurance plan.  (Note:  The future reduction 
in your out of pocket expenses will be more significant if you have Quality Care Health Plan 
coverage.  If you have a Managed Care health plan as a retiree, your opportunity for out of pocket 
expense reduction may be quite limited.  It is worth noting that many employees who choose one of 
the Managed Care plans while actively employed, switch to the Quality Care Health Plan upon their 
retirement.)   Also, filing claims to the insurance company is generally much easier for retirees who 
have Medicare A and B, because Medicare will automatically forward all necessary information to 
your State of Illinois Retiree health insurance plan (see July 1, 2004 State of Illinois Benefits 
Handbook, pages 103 – 105 for more detailed information).   
 
Disadvantages -  There is a risk that you may choose to begin paying into Medicare, but retire 
before you earn the necessary 40 Medicare credits.  However, assuming you successfully earn the 
40 Medicare credits necessary to receive premium-free Part A Medicare before you retire (by 
paying 1.45% of your earnings between September 1, 2006 and retirement), this gain will 
effectively oblige you to also purchase Medicare Part B (see Related Legislation, above) for the 
rest of your life, which in 2006 has a monthly premium of $88.50.  
 

 Vote “No” – 
Advantages -  You will avoid paying 1.45% of your earnings between now and retirement.  Then at 
the time you retire, if you still have successfully avoided attaining 40 Medicare credits, you will not 
be “forced” into purchasing Medicare Part B, thereby saving yourself the cost of the Medicare Part 
B premium for the rest of your life!  Of course, please be aware that without attaining 40 Medicare 
credits, when you retire (and are at least 65 years of age) you will have only the State of Illinois 
Retiree health insurance coverage, which provides you with exactly the same health insurance plan 
choices that you have today as a current employee. 
 
Disadvantages -  You are walking away from the opportunity of having double coverage as a 
retiree.  If you have enough medical services rendered to you, the reduction in your annual out of 
pocket expenses for deductibles, 20% co-insurance, etc. because you have double coverage, may 
nearly match or possibly exceed the annual cost of your premiums for Part B coverage.  Also, as 
an active employee you are paying a monthly premium today for health and dental coverage 
anyway (that ranges from $64 to $76.50 per month for the Quality Care Health Plan, depending 
upon your salary), so is it a particular problem for you if you also have to continue paying a 
premium (for Medicare Part B) for the rest of your life as a retiree?  Cost-wise, it may differ very 
little from your current situation as an active employee, and now you only have one group health 
plan, not two!                
   

 


