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MEMORANDUM

Board of Regents
Board Office

Annual Report on Fringe Benefits ~ FY 2002

November 4, 2002

Recommended Action:

Receive the FY 2002 report.

Executive Summary:

Strategic Plan

Report
Purpose

~Total
Program
Costs

$308.9 million

The Board's strategic plan, Key Resuit Area 4.0.0.0, requires the Board to
exercise effective stewardship of institutional resources to maintain the
confidence -and support of the public in the utilization of existing financial
resources. v -

The Board strategic plan, Key Result Area 1.0.0.0, states the Board of
Regents, State of lowa, will become the best public education enterprise in
the United States. Vital to meeting this KRA is attracting and retaining quality
faculty and staff. Fringe benefit programs that are comparable to peer
institutions are essential recruitment tools.

This annual report provides the Board with information concerning insurance,

- retirement, vacation and sick leave programs at the Regent institutions for FY

2002.

The report details the cost of fringe benefits for FY 2002 as well as provides
narrative descriptions of the various programs. The entire report is included
in the Regent Exhibit Book.

Total employer cost of insurance and retirement programs at the Regent
institutions and the Board Office was $308.9 million, which is an increase of
4.3% over the previous year.

Costs for insurance and retirement programs average about 27% of non-
student payroll.

e  According to the most recent AAUP salary survey, average costs
for fringe benefits at comparable institutions range from 19% to
33%.

Expenditures are detailed by institution in Attachment A.




Retirement
Programs

$184.9 million

Health
Insurance

$102.9 million
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Employer contributions to retirement programs constitute the largest
expenditure of the fringe benefit programs.

o Regent employees have the option to choose between TIAA-
CREF, a qualified substitute, or IPERS. Participation in a
retirement plan is required.

o Contributions to TIAA-CREF (and qualified substitute plans) at
the universities and the Board Office are 10% by the employer
and 5% by the employee.

. TIAA-CREF contributions at the special schools are at the IPERS
rate — 5.75% by the employer and 3.7% by the employee. This is
the same contribution rate as for all lowa public K-12 institutions.

. Regent employees are also covered by Social Security and
Medicare.

. Social Security contributions are 6.2% for both the employer and
employee to a salary maximum of $84,900. The employer and
employee each contribute 1.45% on all salary for Medicare.

Providing health insurance coverage to employees is a significant cost to the
Regent institutions. Over the years the institutions have faced significant
increases in the cost of health insurance. The state health plans increased in
cost 11% on January 1, 2002, and will increase an additional 14% on
January 1, 2003. UNI experienced an increase of approximately 17% on
July 1, 2002. At SUI the employer share for health insurance will increase
10% on January 1. ISU will see a 13.3% increase for calendar year 2003.

A recent survey conducted by Towers Perrin indicated that health care costs
for large employers will increase 15% on average in 2003.

Overall, the institutions spent about $10 million (10%) more on health
insurance in FY 2002 thn in FY 2001.

AFSCME-covered employees at the universities and all employees of the
special schools and Board Office participate in the state administered heaith
and dental insurance plans.

» Contribution rates and basic plan structures for the state administered
plans are subject to collective bargaining negotiations.

* The Regent institutions have 7,721 contracts (single, family, and
double spouse) in the various state health insurance programs for
AFSCME-covered staff. In total there are about 29,000 contracts in
the various state plans.

Each university administers its own health and insurance program for faculty,
professional and scientific and supervisory merit system staff.

= The University of lowa has 11,317 contracts in its university health

insurance plans.
* |owa State University has 3,751 contracts in its university health
insurance plans.




Sick Leave

Vacation
Leave

Holidays
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= The University of Northern lowa has 1,141 contracts.

Full-time state employees earn 18 days of sick leave per year (1% days per
month). Sick leave is accumulated without limitation. Upon retirement,
employees receive the value of their accumulated sick leave not to exceed
$2,000.

In FY 2002, Regent employees used 157,622 days of sick leave. The value
of sick leave used was $22.6 million.

The average sick leave use per employee was 6.7 days per year. The
average usage in FY 2001 was 6.6 days.

Professional and scientific employees and 12-month faculty accrue 22 days
of vacation per year.

Regent Merit System employees and other state employees and other state
employees accrue vacation based on years of service, i.e., two weeks per
year in the first four years increasing to five weeks in the 25" year and
beyond.

In total Regent employees used 363,273 days of vacation leave in FY 2002
valued at $65.0 million. This is an average usage of 17.6 days.

The following holidays are granted annually to Regent employees:

New Year's Day Thanksgiving Day
Memorial Day Friday after Thanksgiving
Independence Day Christmas Day

Labor Day :

Two days designed by the head of each institution*

Two days to be accrued as vacation

*(Other state employees receive the same number of holidays, which
includes Veteran's Day and the birthday of Dr. Martin Luther King, Jr.)




Background:

Program
Costs

Retirement
Programs

Health and
Dental
Insurance

Retirement Plans:

Social Security

TIAA/CREF

Substitute Plans

IPERS

Federal
TIAA/CREF Waiver of Premium
Unemployment Compensation
Workers Compensation

Health Insurance
Life Insurance
Long-term Disability Insurance
Accidental Death and Dismemberment
Dental Insurance

TOTAL
Less interest received on cash reserves
maintained by the carriers

TOTAL

$ 77,692,688
101,565,925
168,262
1,782,810
1,272,126
2,395,824
533,351
3,947,983

102,904,652
5,991,620
5,971,684

369,262
7,366,094
$311,962,192

3,033.019
$308,929,173
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FY 2002 participation in retirement plans at the Regent institutions is as

follows:

TIAA CREF
Qualified Substitute Plans

IPERS 2,962

21,894

In addition, lowa State University has 168 employees covered by federal

retirement.

The universities administer health and dental insurance programs for faculty,
professional and scientific staff and supervisory merit staff.
Procedural Guide §4.35 requires that the changes to institutional insurance
benefits be approved by the Executive Director and reported to the Board.

The Regent

e  The University of lowa currently offers its faculty and staff five
health insurance plans in addition to a separate program for
graduate students. The University offers two dental insurance
plans. Beginning in January 2003, one health plan will no longer

be offered.

e lowa State University offers three health insurance plans. The
University offers two dental insurance plans.

) University of Northern lowa offers two health insurance plans and

one dental insurance plan.
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Other The institutions also provide employees with life insurance, accidental death
Benefits and dismemberment insurance and long-term disability insurance.
Flexible Both the University of lowa and lowa State University offer flexible benefit
Benefit programs to faculty, professional and scientific and supervisory merit staff.
Programs Through these programs eligible employees make benefit selections based
upon their personal needs.
Sick Leave Sick usage at each of the institutions is detailed below.
Sul 1SU UNI ISD IBSSS
# Faculty 2,165 1,965 748 53 32
Days used 3,045 3,295 597 371 148
Value $1.3 million $908,837 $190,965 $56,035 $33,872
Average 1.41 days 1.7 days 1 day 7.0 days 4.6 days
# P&S 6,519 2,505 542 42 13
Days used 46,992 12,723 2,825 149 106
Value $7.1 million | $2.2 million $541,404 $22,571 $25,583
_Average 7.21 days 5.1 days 5.2 days 3.6 days 8.2 days
# Merit 5,868 2,165 695 59 58
Days used 56,830 21,243 8,248 555 495
Value $6.6 million | $2.5 million $994,838 $83,890 $53,637
Average 9.7 days 9.8 days 11.9 days 9.4 days 8.5 days
Vacation Vacation leave usage at each of the institutions is detailed below.
Leave
SuUl ISU UN!
# Faculty 1,221 588 30
Days used 18,964 11,449 531
‘Value $9.8 million | $4.0 million $215,810
Average 15.5 days 19.5 days 17.7 days
# P&S 6,720 2,486 542 42 13
Days used 123,024 52,347 9,436 277 239
Value $22.0 million | $9.7 million | $1.8 million $68,336 $49,628
Average 18.3 days 21.1 days 17.4 days 6.6. days 18.4 days
# Merit 5,974 2,165 695 59 58
Days used 92,553 40,864 11,942 865 781
Value $10.7 million | $5.0 million | $1.5 million $112,202 $87,651
Average 15.5 days 18.9 days 17.2 days 14.7 days 13.5 days
Approval
Requested

y/1/3VY Mpproved: MS/\/LM

Marcia R. Brunson Gregory S. Nichols

h:(hr/docket 2002)NovGD15
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