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Background

On April 19, 1997, a group called the “Statewide Coalition for Benefits Parity,” consisting of employee representatives of The University of Arizona, Arizona State University, and Northern Arizona University, met in Casa Grande to begin discussions regarding the availability of domestic partner benefits for eligible employees of the tri-university system in Arizona.

In early January 1999, the Coalition issued a progress report.  The report was made available to interested constituencies and, in particular, the Presidents of the three Arizona universities.  The report summarized the present state of affairs regarding domestic partner health benefits, addressed the matter of domestic partner benefits at comparable public universities, discussed, albeit briefly, legal and political issues associated with obtaining such benefits, and offered several recommendations for “next steps.”

In response to the issuing of the progress report, shortly after the start of the 1999, the University’s association of gay, lesbian, and bi-affectionate employees, OUTReach, invited President Peter Likins to attend one of the group’s regular meetings to discuss issues of interest to the group, including the report and, more directly, the concept of domestic partner health benefits.  During the March 3 meeting, President Likins suggested that the group prepare and present him with a detailed proposal.  Further, he committed to direct several members of his senior administrative staff to serve as resources to the drafter(s) of the proposal.  A detailed proposal was presented to President Likins in Spring, 1999.

The proposal characterized domestic partner and dependent access to the qualified tuition reduction program and domestic partner access to health benefits as a move toward compensation equity for all otherwise qualified University employees.  Details included in the proposal indicate that actual cost is modest, implementation is not unduly burdensome, and that access to such benefits is consistent with good business practice, local community standards, and University policies of equal employment opportunity and non-discrimination bon the basis of sexual orientation.

The proposal was reviewed by UA Attorney, David H. Nix and HR Benefits Director, Joanne Salazar.  Comments were returned to OUTReach in Fall, 1999.  During a subsequent meeting with Saunie Taylor,VP Campus Life, Patricia Hutton, AVP Human Resources, UA Attorneys Judith Leonard and David Nix, and OUTReach representative Neal Dorschel, it was agreed that a different approach should be explored to provide non state-funded DPB for the University.

Challenges to Universities desiring to provide DPB

Private universities are able to offer health insurance benefits to domestic partners because their health plans are not State-funded and eligibility requirements for coverage are not governed by respective State statutes, as is the case with public universities.  Currently, no State recognizes domestic partners and therefore domestic partners are not eligible for State-funded coverage.

It appears that public universities desiring to extend benefits to domestic partners have avoided the issue of public funding by:

1. reimbursing eligible employees to pay for the cost of covering domestic partners under private insurance plans, or;

2. offering coverage under self-insured plans.
Utilization data supporting DPB

A 1995 survey of employers by the International Society of Certified Employee Benefits Specialists found that 75 percent of companies with domestic partner policies reported an enrollment rate increase of 2 percent or less.
  A 1997 survey by the Society for Human Resource Management found that 85 percent of respondents reported no measurable increase in their health care costs as a result of offering domestic partner benefits.
  Couples taking advantage of domestic partner health benefits tend to be younger than their married counterparts.  That fact may impact utilization costs.  Further, in many domestic partnerships both partners are working and both often have individual access to health benefits through their respective employers.

UofA Proposal

The University of Arizona may explore two options at this time.

Option #1 would be to provide the employee a stipend, in advance, and supplement the salary of employee desiring to purchase health insurance through a private healthcare plan with an insurance carrier.

Option #2 would have the University contracting with an insurance carrier for a group plan which provides health/dental benefits to employees and same sex domestic partners at a group rate.

Option #1 costs

For option #1, the employee would have the option of enrolling with a private insurance carrier to provide coverage for the domestic partner.  The present University cost for employee-plus-family coverage is $460.00 per month.  Employee portion is $215.00 per month.  The difference between employee contribution and employer contribution is $245.00.  The University would supplement an employee for same sex partner coverage at the amount of $245.00 per month, or, approximately $3,000.00 per year, per employee. 

Yearly cost to University with estimated enrollment of 85 emp. = $255,000.00 per year.  (based on Fall 1999 census of 8,463 benefits eligible employees at UofA).

In support of the cost projections, we present the following information.  

In 1998 at the University of Minnesota, an institution that has offered domestic partner health benefits since 1994, 149 same sex couples out of a total 14,400 benefit eligible employees were receiving domestic partner benefits.  With approximately the same total number of employees in 1994, 163 couples were registered.  The total number of participants from 1994 to present has remained fairly constant, dipping only slightly.  The University of Minnesota’s experience has been that some domestic partners enroll for medical benefits, some for dental benefits, and some for both.  In 1998, the total University of Minnesota health benefits cost for all 14,400 employees plus their dependents was approximately $3.5 million per month.  1998 cost figures for domestic partner benefits as a portion of the monthly cost was $45,741 or about 1%.

Option #2

In option #2, the University would contract with an insurance carrier to provide a health/dental group plan to employees desiring same sex domestic partner coverage.  Should the employee select this option, the University would pay an employer contribution of $245.00 per month and the employee would pay the balance for domestic partner coverage under the group plan.  This plan would be administered by the University benefits department.  The University would be the carrier of the plan.

Yearly cost to University with estimated enrollment of 85 emp. = $255,000.00 per year.  (based on Fall 1999 census of 8,463 benefits eligible employees at UofA).  

In support of the cost projections, we present the following information.

At the University of Arizona, 1997-98 health benefits costs for eligible employees for fiscal year ending June 30, 1998 were $24,390,714.13.  Evidence indicates that among entities offering domestic partner benefits, less than 1 percent of eligible employees have enrolled their partners, and medical claims rose by less than 1 percent after domestic partner coverage.
 Based on others’ experience, it is anticipated that a maximum of 120 of the University’s same sex partnership employees would participate.   As to the reimbursement and/or stipend strategy discussed above, presently the employer’s contribution for employee-plus-family coverage is $460 (the employee coverage portion amounts to $215). 

Tax implications

As to tax implications, the employer’s cost of domestic partner coverage is tax-deductible to the employer as any other employee benefit under IRS Code 162.   IRS Private Letter Rulings indicate that employees will be taxed on the value of the coverage provided to domestic partners.  Therefore, married employees can pay premiums for spouses with pre-tax dollars, but those with domestic partners must use after-tax dollars.  Employers must report imputed income on the employees’ W-2 forms, based on the fair-market value of the domestic partners’ benefits, and must pay FICA and FUTA on that income.
  As a result, employees enrolling domestic partners end up paying more in taxes, a fact which may further limit employee participation.
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List of similarly situated Universities with DPB
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Sample - declaration form for enrollment to domestic partner benefits


University of Minnesota, Declaration of domestic partnership affidavit
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Sample - access to domestic partner benefits


The University of Minnesota, ‘Directions to Faculty and Staff’
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Sample – access to domestic partner benefits


University of Michigan, Benefits Office
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Similarly situated Public Universities with DPB:

U of Iowa

U of Minnesota

U of Michigan

Michigan State

U of Alaska

U of Vermont

U of California – Berkeley/Davis/Irvine/Los Angeles/Riverside/San Diego

SanFrancisco/Santa Barbara/Santa Cruz

U of Washington

Iowa:

University offers domestic partners a ‘self-insured’ plan option with high deductible and additional cost is paid totally by the employee.  University pays the cost of the individual employee coverage.  Iowa is also a common-law marriage state.

Minnesota:

University decided to reimburse employees for part of the added cost of purchasing DPB; employee pays part. University tried to negotiate with the Minnesota legislature to include the partners and children of same sex domestic partners in the State plan but the legislature would not consider it.

Michigan:

University employees are not state employees.  State pays part of benefits costs.  The remaining portion of costs is paid by student fees, gifts and endowments.  Michigan State legislature is not happy with the University, but University has no plans to change.

Alaska:

Alaska has ‘marital status’ as a protected class in its Alaska Human Rights Act. The challenge was successful on the basis of the Act and that marital status was specifically mentioned in it.

Vermont:

University is self-insured.  Also, State has ‘sexual orientation’ language in its Fair Employment Practices Act (21 VSA Sec. 495).
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