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Chairman Carper, Ranking Member Coburn, and Members of the Senate Homeland Security and 

Governmental Affairs Committee: 

On behalf of the five million federal and postal workers and annuitants represented by the 

National Active and Retired Federal Employees Association (NARFE), I appreciate the 

opportunity to express our views regarding postal reform proposals, notably the Postal Reform 

Act of 2013, S. 1486. 

NARFE strongly opposes S. 1486 due to its radical changes to long-standing employee and 

retiree benefits programs for hundreds of thousands of current, future, and former postal workers, 

as well as millions of other federal workers and retirees.  NARFE objects to the bill for the 

following reasons, each of which is sufficient to justify opposition to the bill as a whole. 

(1) Sections 104 and 105 of the bill threaten to undermine the affordability and quality of 

health care for federal and postal employees and retirees. 

 

(2) Sections 502 and 503 of the bill would substantially reduce insurance compensation for 

federal and postal employees disabled by a work-caused injury or illness. 

 

(3) Section 102 of the bill would eliminate the guarantee of the entire defined-benefit 

pensions for newly-hired postal employees.   

NARFE also opposes reducing service standards for the long-standing, basic government service 

provided by the United States Postal Service (USPS). 

Threatening Affordable, Quality Health Insurance for Federal and Postal Employees and 

Retirees 

NARFE opposes section 104 of S. 1486 

Section 104 allows for, and essentially makes inevitable, the creation of a separate postal 

employees health benefits plan.  Unlike the provision contained in last year’s Senate-passed 

postal reform bill, S. 1789 (112
th

 Congress), section 104(b)(4) would make negotiations over a 

separate health benefits plan a mandatory subject of bargaining, subject to arbitration, rather than 

a permissive subject of bargaining.  This would all but ensure the creation of a separate postal 

plan.  While section 104 allows the new plan to be offered as a plan within the Federal 

Employees Health Benefits Program (FEHBP), it may be offered outside of that program.  

NARFE is strongly opposed to such a proposal. 

First, FEHBP coverage in retirement is contingent upon coverage while employed.  By creating a 

health plan that is not “offered under chapter 89 of title 5 of the United States Code,” postal 

employees covered by that plan would be losing the guarantee of FEHBP coverage in retirement, 

depriving them of a benefit they have earned from a career of work.  Individuals with mixed 

work histories, having worked for both the federal government and the USPS, would be punished 

for having retired from the postal service.  While section 104 does not mandate providing health 

care coverage outside of FEHBP, it does authorize it. 

Second, putting aside savings that could be achieved by depriving retirees FEHBP coverage, 

which should not be done, the proposal is likely to cost, not save, money for the government, 



2 

 

while simultaneously undermining FEHBP as a whole.  It threatens to divide, and therefore 

undermine the risk-sharing strength of, the FEHBP risk pool, now 8.2 million participants strong, 

while duplicating administrative costs.  Section 104 specifically requires health care coverage 

that is actuarially equivalent to coverage provided under FEHBP, so it’s unclear how the postal 

service would save money by reducing benefits – itself a bad idea.  Finally, to the extent that 

using the leverage of the entire Postal Service workforce to negotiate cheaper premiums could 

save some money, such an approach runs counter to the success of the FEHBP model, which 

relies on plan competition for participants to ensure adequate consumer choice among plans and 

to reward innovation and satisfactory service. 

NARFE opposes section 105 

Section 105 of the bill would establish additional, but separate, enrollment options within 

FEHBP for postal employees, retirees, and their family members, who are enrolled in Medicare 

Parts A and B.  It would create a separate risk pool for these individuals, allowing for lower 

premiums due to the lower cost of providing supplemental health care coverage when Medicare 

is the primary payer.     

The provision is essentially the same as a provision included in the Manager’s Amendment to 

last year’s Senate postal bill, S. 1789.  Prior to floor deliberation, the Office of Personnel 

Management (OPM) released data analysis indicating that the effect of the provision would be an 

increase in premiums for existing FEHBP plans across-the-board by at least 2 percent on 

average, and by as much as 35 percent for some plans.  Due to this analysis, the Senate removed 

the provision from the bill by voice vote.  It should be rejected again.  

By taking Medicare-enrolled employees and retirees out of the FEHBP risk pool, but leaving in 

the seniors who are eligible for, but not enrolled in, Medicare, the provision removes a group of 

individuals that are cheaper to cover, while leaving in a group of individuals that are the most 

expensive to insure.  And while section 105 allows for waiver of late enrollment penalties for 

Medicare, it does not allow for automatic enrollment in Part A (a no cost benefit to the 

individual), which minimizes the cost savings to FEHBP from Medicare enrollment. 

Furthermore, if combined with section 104, the impact on the remaining FEHBP participants is 

even greater.  While the population of employees removed by section 104 would not differ 

substantially in terms of average cost of coverage, according to previous assertions by OPM, it 

would increase the percentage of the highest cost, non-Medicare-enrolled participants in the 

remaining FEHBP population, raising premiums for all FEHBP participants. 

USPS proposal 

Since August 2011, USPS has claimed it could achieve massive cost savings through the creation 

of a separate USPS-administered health benefits plan for postal employees and retirees.  It is 

important to understand where those savings come from, and how sections 104 and 105 differ 

from the USPS proposal.      
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According to a July 2013 report by the Government Accountability Office (GAO), GAO-13-

658,
1
 USPS would realize financial gains from its plan “primarily by increasing retirees’ use of 

Medicare.”  Medicare is the primary payer for retirees, whether in FEHBP or the private-sector.  

Thus, increasing Medicare enrollment for postal retirees would reduce the average cost of 

coverage, as FEHBP plans would only be providing supplemental coverage.  According to 

USPS, about 10 percent of postal retirees are not currently enrolled in Medicare Part A 

(hospitalization coverage), despite the fact that coverage is free, and they have paid taxes 

throughout their working lives to fund it.  This is likely due to the fact that employment covered 

by the older Civil Service Retirement System (CSRS) did not provide qualifying work credits for 

Social Security, and most individuals are automatically enrolled in Part A (and Part B) through 

Social Security.  Also, about 24 percent of postal retirees are not enrolled in Medicare Part B.  

Because Part B coverage requires additional premiums, some federal and postal retirees opt not 

to pay more for often duplicative coverage.  Finally, very few federal and postal retirees opt to 

receive Medicare Part D, as FEHBP provides adequate prescription drug coverage.  However, 

USPS would seek to receive a Medicare subsidy by participating in a Medicare Part D Employer 

Group Waiver Plan.  USPS estimates greater utilization of Medicare would reduce its future 

retiree health care liability by about $48.8 billion, close to its $50.9 billion unfunded liability for 

future retiree health care obligations.   

In this respect, NARFE is not opposed to increasing utilization of Medicare for both federal and 

postal retirees.  But, first, as mentioned above, splitting off postal employees and retirees from 

FEHBP would have a significant adverse impact for the remaining FEHBP participants.  Second, 

policies aimed at increasing Medicare utilization do not require creating a postal health benefits 

plan separate from FEHBP – they can be implemented within it.  Keeping these reforms within 

the existing program would avoid the disruption that would result from separating 25 percent of 

participants from the plan, and would keep intact the widely-celebrated model of cost control and 

consumer choice represented by FEHBP. 

On March, 27, 2012, Walton Francis, a neutral, nonpartisan expert on FEHBP and health 

insurance, testified before the House Oversight and Government Reform Committee on the 

USPS proposal.  While NARFE is not endorsing all of the arguments he made in his testimony, it 

should be required reading material for anyone seriously considering supporting a USPS-

administered plan.  Notably, take heed of his assessment that “[t]he USPS proposals would 

massively disrupt or destroy the FEHBP, the single most successful health insurance program 

ever operated by the United States government. In destroying the FEHBP, the USPS would 

disrupt the health insurance of 8 million Americans, and breach statutory entitlement promises 

made to millions of Federal retirees.”
2
 

Of course, sections 104 and 105 are not the legislative representation of the USPS proposal.  

First, section 105 does not automatically enroll retirees in Medicare Parts A and Part B.  While it 

would allow for voluntary enrollment with a waiver of late enrollment penalties, a policy 

                                                 
1
 U.S. Government Accountability Office, U.S Postal Service, Proposed Health Plan Could Improve Financial 

Condition, but Impact on Medicare and Other Issues Should Be Weighed before Approval, (GAO-13-658), available 

at: http://www.gao.gov/assets/660/656011.pdf.  

 
2
 Testimony of Walton Francis.  U.S. Congress.  Hearing of the House Oversight and Government Reform 

Committee, titled “Can a USPS-Run Health Plan Solve Its Financial Crisis?” (March 27, 2012). Available at: 

http://oversight.house.gov/wp-content/uploads/2012/03/3-27-12-USPS-Francis.pdf.         

http://www.gao.gov/assets/660/656011.pdf
http://oversight.house.gov/wp-content/uploads/2012/03/3-27-12-USPS-Francis.pdf
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NARFE supports, it is not likely to increase utilization of Medicare to the extent of the USPS 

proposal, and thus provide USPS significantly less savings.  However, this would prevent forcing 

many postal retirees to pay additional premiums for Medicare Part B coverage that is mostly 

duplicative of their current coverage – a good thing.  Second, section 104 does not require 

creating a plan outside of FEHBP, which could prevent disrupting the system and depriving 

future retirees of FEHBP coverage.  However, without altering retiree health benefits, USPS 

would not be able to take advantage of the cost savings from increased Medicare utilization, 

which is the driving force behind its proposal.  That makes one think that the option to create a 

plan outside of FEHBP, rather than within it, is the intent behind section 104.  NARFE will 

remain strongly opposed to such an option.  

Substantial Reductions to Workers’ Compensation 

NARFE opposes unjustified and unfair proposals to reduce workers’ compensation benefits for 

federal and postal employees disabled by a job-related injury or illness, notably included in Title 

V of S. 1486.  Senators should re-examine their views regarding these provisions, which were 

included in S. 1789 (112
th

 Congress), in light of the analysis released last November by the 

Government Accountability Office.
3
 

 

Specifically, NARFE opposes the provisions of Title V that: (i) would reduce the basic federal 

workers’ compensation benefit by 25-33 percent for workers at or above retirement age, i.e. 

section 502; and (ii) would eliminate the supplemental benefit for injured workers with children 

or other dependents, i.e. section 503. 

 

The Federal Employees’ Compensation Act (FECA) provides basic compensation to federal and 

postal employees disabled by work-related injuries and illnesses.  For example, FECA provides 

insurance compensation to an FBI agent shot on the job.  In exchange for their reasonable 

benefits, FECA recipients lose their right to sue the government for their work-caused 

impairment. While compensation is modest, it will never be able to reverse the permanent 

damage from a debilitating injury or illness. 

 

If the FECA provisions of S. 1486 were to become law, injured employees would not be afforded 

the level of income security they deserve and would have earned had they been able to continue 

working.  According to the GAO report, federal workers disabled as part of their service would 

receive up to 35 percent less in retirement age income than if they were not injured and retired 

after 30 years under FERS.  Under current law, median FECA benefits for totally disabled 

workers are “on par with or less than” what they would have received after a full 30-year career.  

Additionally, S. 1486 would eliminate the 8.33 percent supplemental benefit for injured workers 

with dependents, even as the GAO report shows that the median after-tax replacement rate of 

income is only 81.6 percent under current law.  Finally, GAO found that these policy changes 

would have a disproportionate impact on the lowest-wage employees and those who are injured 

early in their careers.         

 

NARFE does not oppose all FECA reforms – in fact, we have continually supported a bipartisan 

House bill, H.R. 2465 (112
th

 Congress), the Federal Workers’ Compensation Modernization and 

                                                 
3
 U.S. Government Accountability Office, Federal Employee’s Compensation Act, Analysis of Proposed Program 

Changes.  (GAO-13-108), available at http://www.gao.gov/assets/650/649716.pdf.    

http://www.gao.gov/assets/650/649716.pdf
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Improvement Act of 2011, which passed the House by voice vote on November 29, 2011.  The 

bill provides common-sense reform that achieves cost savings for taxpayers by improving 

program integrity and reducing costs while improving fairness towards disabled workers.  It, not 

S. 1486, should provide the model for reform. 

Eliminating Guaranteed Retirement Benefits for New Employees   

As if the above provisions, along with numerous job-depleting proposals in the bill, notably 

reducing mail delivery to five days and eliminating to-the-door delivery, did not ask the postal 

workers to sacrifice enough, section 102 eliminates the promise of retirement income security for 

the next generation of postal employees.  It allows the Postal Service to bargain with the postal 

unions to eliminate the FERS defined benefit annuity for new employees, taking away the 

guarantee of a major element of their retirement package.  Simply put, this is an awful provision 

that starts a very slippery slope for the rest of the federal workforce.   

Section 102 would be especially harmful to the many veterans that will be employed by the 

postal service; currently, over 108,000 veterans, or over 20 percent of the workforce, are career 

postal employees.  Because veterans are able to provide a deposit to credit their military service 

years towards their federal service under FERS, they would be deprived of the retirement income 

derived from both their military service and postal career. 

Reduced Service Standards 

 

NARFE supports preserving current service standards for the Postal Service, including 

maintaining six-day delivery, to-the-door or curbside delivery where in place, and keeping post 

offices open based on customer service standards rather than profitability. The Postal Service 

provides a basic government service that has existed since the 18
th

 century; it is not meant to be a 

for-profit business enterprise. 

Unfortunately, S. 1486 removes the protections necessary to keep in place current service 

standards. Section 204 would allow for an end to six-day delivery. Section 205 allows for a 

transition away from to-the-door or curbside delivery, moving to cluster box delivery.  This is of 

particular concern to NARFE members, as most of them are retired and some may not have the 

ability to walk several blocks to retrieve their mail, and they shouldn’t have to.  While the 

section provides an exception for physical hardship, it requires affirmative application, and the 

exception is too limited by its definition, which requires that no other form of mail delivery be 

available.     

Conclusion 

S. 1486 would make radical changes to long-standing employee and retiree benefits programs for 

hundreds of thousands of current, future, and former postal workers, as well as millions of other 

federal workers and retirees.  Without substantial changes, notably the removal or substantial 

alteration of sections 102, 104, 105, 502, and 503, no member of Congress should support the 

bill. 

Thank you for the opportunity to share our views with you.   

    


