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DOMESTIC PARTNER BENEFITS PROPOSAL

Introduction
Consistent with The University of Arizona’s policies of not discriminating on the basis of sexual orientation and extending equal employment opportunity to all employees, this proposal respectfully addresses extending the same employee benefits to qualified domestic partners as are now offered to the legal spouses of The University of Arizona employees, thus promoting wage/benefit equity among all employees.  Benefits comprise nearly 40 percent of overall compensation.
  Significant benefits contemplated in this proposal are medical/dental insurance and access to the qualified tuition reduction program. 

Among the employee constituencies that would be favorably impacted by extending such “domestic partner benefits” (DPB) are the University’s gay and lesbian employees.  Conservative estimates place gays and lesbians at 3 percent to 6 percent of the population.  Given the University’s employee base of 12,781 (1998-99), a specific class of benefits is presently unavailable to 384 to 767 employees.  The denial of benefits to this population raises significant issues related to compensation equity among University employees.  The University’s benefits, privileges, and conditions of employment should apply equally to otherwise eligible employees.  

Employees in opposite sex domestic partnerships are also often contemplated under domestic partner benefits proposals when such benefits are being sought for non-marital couples and a partner is an otherwise-eligible employee.  The same qualifying criteria and affidavit are required of opposite sex couples.

Denying the validity of some employees’ longstanding family relationships by selectively offering employee benefits is counter to the University’s personnel policies and non-discrimination statement.  By extending domestic partner benefits, the University will be consistent with the promises that are implicit in its policies and statement.  Perhaps more important, consistent with its mission to remain among the most prestigious and progressive Research I institutions in the nation, the University will be able to attract and to retain the best employees, create an atmosphere of goodwill and tolerance among all employees, and continue to set an example of progress by enthusiastically accepting the opportunity to foster an increasingly inclusive campus climate.

A number of years ago, The University of Arizona added sexual orientation to its non-discrimination statement.  In addition, the University has a strong commitment to its Equal Employment Opportunity Policy and, annually, the University President publicly reaffirms the University’s commitment to non-discrimination and equal employment opportunity.  Extending benefits to domestic partners is a logical outgrowth of policy, practice, and the President’s reaffirmation.  

Definition
There is no standard legal definition of a domestic partnership.  However, most definitions contain the following elements:  1) two adults sharing a physical, financial, and emotional relationship; 2) each is responsible for the other’s welfare, as evidenced by financial interdependence; 3) the partners share a common residence; 4) neither is legally married to anyone else; 5) the partners are not related by blood; and 6) the employee and the partner are otherwise eligible for the benefit plan.

Some employers use the term “spousal equivalent” to refer to a domestic partner.  Both terms are used to represent the commitment that the word “married” conveys.

Responses to Common Concerns

Some of the objections commonly raised to extending domestic partner benefits include:  Is such a thing lawful?  Won’t it be expensive?  What about fraud?  What about adverse publicity? Won’t this undermine the traditional family and notions of marriage?  Won’t this be administratively burdensome?  Will insurance carriers provide enrollment options for domestic partners?  

Employers began offering health benefits to domestic partners some 15 years ago.  The experiences of colleges and universities already offering domestic partner benefits can be used to address and allay these and associated concerns.

Legal Considerations

Presently, Arizona Revised Statute (ARS) 38-651 extends insurance benefits to State employees and their dependents.  The term “dependent” is not defined by the statute.  Rather, the definition of dependent has been left to the Department of Administration (DOA) and, by regulation only, currently includes an employee’s spouse and children.  It is interesting to note that over time, the Arizona legislature has defined “dependent” in various ways for different purposes.  The legislature, however, has not limited who can be considered “dependent” to those persons to whom there is a legal obligation of support.  There is every reason to conclude that Arizona law permits the term “dependent’ to fit the purpose for which the term is used in any particular statute.  For purposes of employee health benefits, if we were to define “dependent” according to community standards, the City of Tucson and Pima County have both established a much broader, and more equitable, definition by offering domestic partner health benefits to their otherwise qualified employees.  Although existing law does not expressly prohibit offering benefits to domestic partners, nonetheless, existing law (and accompanying DOA regulation) appears to limit health benefits to spouses and dependent children of otherwise eligible state employees.  

Because changing the language in ARS 38-651 or the DOA’s definition of “dependent” is unlikely, creative alternative strategies are needed.  Such a strategy might entail arranging with an insurance carrier to permit employees to privately purchase health insurance for their domestic partners at the lower group rate and, then, having the University reimburse the employee for the out-of-pocket expense incurred in purchasing such coverage.  Another strategy might involve providing the employee a stipend, in advance, to privately purchase health insurance through a cooperating carrier.  The ramifications of any alternative strategy would need to be thoroughly investigated and well considered. 

As to the matter of whether the offering of domestic partner health benefits contravenes Arizona criminal law, Arizona law does not make homosexual orientation a crime. Two Arizona statutes, ARS 13-1411 and 13-1412, criminalize explicit sexual conduct and apply both to same sex and opposite sex couples, including married couples.  The statutes, however, address conduct, not orientation and making a legal distinction between sexual orientation and sexual conduct is well accepted.  Further, Arizona’s cohabitation laws have been repeatedly disregarded in that Arizona courts have not hesitated to extend legal protection, and recognition, to unmarried cohabitating heterosexual couples in a variety of situations.    

Costs Are Minimal

A special registration fee arrangement, called the “Qualified Tuition Reduction Program,” is presently available to employees, their spouses, and/or dependent children as per Arizona Board of Regents (ABOR) Policy 6-902.  Fee reductions granted consistent with 6-902 are specifically excluded from ABOR Policies 4-301 and 4-302 which limit resident and non-resident fee waivers to 10% of the total resident and non-resident students enrolled for seven or more credit hours as of the 21st day of the prior fall semester.  The additional “waivers” offered under 6-902 would not count against the general limits in 4-301 and 4-302 and, thus, not deprive other eligible students of aid.  It is clear, however, that modification of the registration fee program reduction would require action at the Board of Regents level and not just at the institutional level.  

The tuition reduction benefit is presently available to University employees and their spouses and dependents attending Arizona State University, Northern Arizona University, or The University of Arizona.   As to the rate of usage, figures indicate that in fall semester 1999, 2,065 UA-affiliated individuals participated in the tuition reduction program.  Of those, 866 were employees, 362 were employee spouses, and 837 were employee dependents.  Spouses and dependents, then, accounted for 58% of individuals using the program.  Although the number of employees accessing the tuition reduction program for themselves would not likely change, there would be an increase in the total number of participants should tuition reduction be made available to domestic partners and the dependent children of such partners. In making an additional 767 employees (6% of 12,781) eligible to use the program and calculating that only a small proportion of the added employees would use the program, the increase in the number of non-employee participants would likely be negligible, as would any associated actual cost.    

As to health benefits, colleges and universities have found that the cost of extending domestic partner health benefits has been relatively insignificant.   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.   

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%.

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 gay and lesbian employees would participate and approximately the same number of employees in opposite sex partnerships.   

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).  Assuming a contribution to the employee’s cost of privately purchasing health insurance for a domestic partner (and/or dependent children) in the amount the University presently contributes for other employees, the reimbursement or stipend cost to the institution to address the health coverage needs of domestic partners, then, would be $245 X the number of participating employees or about $352,800 annually for employees in same sex partnerships and about $705,600 for employees in both same and opposite sex partnerships.      

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.

Fraud
With clear and specific eligibility criteria and an associated affidavit process in place, the risk of fraud is minimal.

Adverse Publicity 

Colleges and universities that extend domestic partner benefits do so after having asserted that they treat their valued employees equally, regardless of sexual orientation or marital status.  Many have instituted benefits with little fanfare, while others have garnered positive publicity and are cited for being in the vanguard of progressive institutions.

Although there may always be a negative response by select individuals or groups (based most often on moral or religious arguments), when the focus of discussion is on equity in the workplace, for the most part media coverage and public reaction to the extension of such benefits has been supportive as many Americans recognize the basic unfairness of not offering equal pay for equal work in terms of employee benefits.

Publicity, however, can be a positive outcome.  With private industry quickly moving forward on offering domestic partner benefits to prospective employees, having such a provision in place at The University of Arizona will help to position the University to better compete for the best and brightest minds domestically and, indeed, globally.
Changing Demographics

Today’s “family” looks far different than the television family of thirty-five years ago.   As of 1998, only 26% of the nation’s households met the traditional definition of the family, e.g., a husband and wife living with their children.  33% of households were made up of unmarried people with no children. 

Simply recognizing the broader reality of families today takes nothing away from traditionally established families.  Domestic partner benefits can add further stability to existing domestic relationships while improving employee productivity, loyalty, and morale.  

Administrative Burden
Domestic partner health benefits administration has not proven to be burdensome.  The affidavit process is straightforward.  Most of the additional administrative concerns and operational issues, if any, have been addressed and reconciled by other employers over the years.  Their experience is there for us to call upon.  Human Resources’ benefits, accounting, and payroll departments may need a system in place for handling enrollment, calculating imputed income, and making changes in withholding, as applicable.

To varying degrees, at least 127 institutions of higher education have opted to offer domestic partner benefits.  Equally prestigious institutions have already moved forward.  For example, public Research I institutions in California, Colorado, Iowa, Michigan, Minnesota, and Washington, as well as private Research I institutions such as USC, Columbia, Carnegie Mellon, Cornell, Stanford, Harvard, Duke, and Northwestern, offer domestic partner benefits.  Land grant Universities in Alaska, Maine, and Vermont do the same, as do both the SUNY and CUNY systems.  Johns Hopkins, MIT, Yale, Princeton, Dartmouth, Syracuse, Rutgers, Tufts, and Universities in North Dakota, New Mexico, and Pennsylvania are already on board.
  

The state political system or institutional demographics of some of those institutions listed above are unlike those in Arizona, e.g., some institutions are private; some are located in venues where human rights statutes include nondiscrimination based on marital status; and some institutions are subject to provisions in collective bargaining agreements.  However, the University of Minnesota, designated as a UA official peer institution, is similarly situated to the University of Arizona and access to their administrative process, cost history, and associated experience will be invaluable.      

Insurers
In the early years, insurers demanded a surcharge to offer domestic partner benefits because they were concerned about incurring extraordinary costs.  Now that it is established that there are no such extraordinary costs, surcharges are virtually nonexistent.  Understandably, the insurer is generally concerned with utilization costs.  The cost associated with a premature birth, heart disease, or cancer is often higher than the lifetime medical cost for an AIDS patient.
 

Insurance companies that have demonstrated an interest in addressing the issue of domestic partner health benefits include:

Aetna, Blue Cross, Bridgeway, Cigna, Consumers United, Firemen’s Insurance


Co., Foundation Health Plan, George Washington University HMO, Great West Life,

Group Health Cooperative of Puget Sound, Group Health Insurance of New York, Harvard Community Health Plan, Kaiser Permanente, Liberty Mutual, Mass Mutual, Pacific Care, Pacific Health, Prudential, Qualmed, and Vision Service Plan.
  

Fairness and Consistency of Policy

The range of benefits currently available to partners of the University’s legally married employees includes:  1) health insurance, 2) tuition reduction, 3) family leave, 4) bereavement leave, 5) spousal relocation assistance, and 6) pension and survivorship benefits.  Benefits are a significant portion of compensation and a dual compensation structure exists under current conditions.  An employer who provides benefits to a segment of its workforce that are not available to another otherwise-eligible segment is paying some employees less for the same work.

Today, there are hundreds of companies and educational institutions offering domestic partner benefits to the same sex, and, in some cases, opposite sex, partners of their employees.  The City of Tucson and Pima County are among the 70+ state and/or local governments nationally to offer domestic partner benefits.
  Locally, there is a clear community standard of and commitment to fair and equitable treatment for all public employees.   

Since classes first convened in 1891, dynamic change and development in the University’s facilities, programs, and human resources has resulted in its preeminence among institutions of higher education.  Now, the University has the opportunity to rise to another level of leadership by moving forward on the matter of providing equitable compensation to all employees through implementation of the domestic partner benefits discussed above.

Respectfully submitted,

__________________________________
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