
Minutes* 
 

Senate Committee on Faculty Affairs 
Tuesday, January 27, 2009 

2:30 – 4:15 
238A Morrill Hall 

 
 
Present: Kathryn Hanna (chair), Ben Bornsztein, Carol Carrier, Vladimir Cherkassky, Randy 

Croce, Jayne Fulkerson, Theodor Litman, Jessica Reinitz, Joe Ritter, George Sheets, 
Roderick Squires, Elizabeth Stallman 

 
Absent:  Marilyn Bruin, Arlene Carney, Dann Chapman, Tom Clayton, Holly Littlefield, Luis 

Ramos-Garcia, Geoffrey Sirc, James Wojtaszek 
 
Guests: Professors Joseph Konstan, Judith Martin, and Terry Roe (Senate Committee on Finance 

and Planning), Jackie Singer (Director of Retirement Benefits); Nan Wilhelmson, Susan 
Rafferty (Office of Human Resources)  

 
Other: Pam Stenhjem (Chair, Council of Academic Professionals and Administrators (CAPA)) 
 
[In these minutes:  (1) acknowledgement of death; (2) health-care savings plan; (3) policy revisions (pre-
hire background checks, vacation accrual and payout, FMLA leaves] 
 
 
1. Acknowledgement of Death 
 
 Professor Hanna convened the meeting at 2:35 and said she wished to begin with an 
acknowledgement of the death of one of the Committee members, Professor Anna Masellis of the 
Medical School.  Professor Masellis will, as usual, be honored at the Senate meeting. 
 
2. Health Care Savings Plan 
 
 Professor Hanna announced that the Committee is revisiting the Health Care Savings Plan 
(HCSP) idea because the President has made suggestions and is urging the faculty to think bigger and 
more broadly about the issue.  There is an HCSP item on the February 5 Faculty Senate docket for 
discussion; if this Committee and the Faculty Consultative Committee agree, a different proposal will be 
substituted for discussion.  The faculty members of the Senate Committee on Finance and Planning were 
invited to this meeting to follow up a discussion that began at Finance and Planning in December.  She 
turned to Vice President Carrier to introduce the item. 
 
 Vice President Carrier summarized an HCSP:  it is a vehicle to allow employees, group by group, 
to save money for health-care expenses after they leave the University.  It is a tax-free vehicle (both for 
funds contributed and withdrawn), better than anything else the University has to offer, but the plan must 
be the same for each employee in each group (by federal law).  Civil Service employees have already 
adopted an HCSP.  Faculty and P&A staff are considering it; the administration would prefer that those 
two groups adopt the same plan because it would be much easier to administer.  This Committee 
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recommended last fall a plan calling for all faculty to have 0.5% of their salary directed to an HCSP and 
for the faculty contribution to the Faculty Retirement Plan remain to at 2.5% of salary.  This is the 
recommendation that is currently on the Faculty Senate February 5 docket. 
 
 The President suggests that the HCSP is a good tool and the proposal does not make aggressive 
enough use of it.  One possibility he suggested is leaving the 2.5% individual contribution to the Faculty 
Retirement Plan as is and diverting 1% or 2% of the University's contribution from the Faculty 
Retirement Plan to an HCSP.  The contribution from the University would remain the same, and the 
HCSPs would be individual accounts, as are the Faculty Retirement Plan accounts.   
 
 Professor Roe said that for younger faculty it may appear there is less incentive than there is for 
mid- or later career faculty, but numeric examples would help them understand—and understand that 
even if the money were withdrawn early, and a penalty paid, the HCSP would still provide a good return 
on the investment.  That approach could convince younger faculty.  Ms. Singer related that she's heard the 
opposite:  older faculty say it is not worthwhile for them but that they would have liked the option when 
they were younger.   
 
 Ms. Singer said she also talked to a number of people about how to communicate with people 
about the cost of retirement health care.  Right now the cheapest Medicare supplement plan available 
through the University costs $9200 per year for a couple if they retire now.  People will face these costs 
but many do not seem to understand that fact.  Someone making $80,000 who puts away 1% in an HCSP 
for 20 years, with a 3% return on the investment, will have about $30,000.  At an annual minimum cost of 
$9200 for retirement health-care insurance, that amount won't last long.   
 
 Professor Hanna distributed copies of an article from MONEY magazine (1/12/09) that included 
the following paragraph:   
 

Your strategy, planning for health care costs: Even if Obama's proposed health care reform 
plan gets through, the new pressure on the overall budget will still add to Medicare's strain. 
According to the Employee Benefit Research Institute, a person retiring in 2016 might easily 
need $200,000 in savings to fund Medicare premiums and out-of-pocket costs. If benefits are cut 
- and EBRI analyst Paul Fronstin thinks they will be - the bill will be higher. "Nothing I've seen 
from Obama yet is going to change that," says Fronstin. In 2007 the Medicare system also began 
charging high-income retirees higher premiums for Part B. With that precedent, there's a chance 
that means-testing will eventually hit the slightly less well-off. The bottom line: To cover health 
costs, you may need to build up a bigger nest egg than you think. 

 
The full article can be found at 
http://money.cnn.com/2009/01/12/news/economy/stimulus_2009.moneymag/index4.htm 
 
 Professor Konstan suggested that the administration should not try to convince everyone of the 
wisdom of adopting an HCSP.  The University can take a position that is in the best interests of its 
employees if a core group is on board, and the support of those core groups should be sought (e.g., the 
Faculty Senate).  To help get support of that group, he said he would like to see a survey of retirees on 
what percentage of their retirement income they spend on medical costs.  He also asked how much it 
would cost long-term--termed as a percentage of payroll--if the University were to provide equivalent 

http://money.cnn.com/2009/01/12/news/economy/stimulus_2009.moneymag/index4.htm


Senate Committee on Faculty Affairs 
Tuesday, January 27, 2009 
 
 

3

health insurance to retirees as it provides to active employees.  From those numbers, he guessed it would 
be clear that a 2% contribution to an HCSP is a conservative number that no one would regret. 
 
 Professor Ritter pointed out that the only "regret" someone might have about HCSP contributions 
is that they would end up with too much money in the account.  But the money can be passed on, and if 
someone has too much money in an HCSP account, they probably also have "too much" money in their 
regular retirement funds.  Too much money is the worst-case outcome.   
 
 Professor Hanna said there is a lot of misunderstanding about the HCSP.  It is not like the flexible 
spending accounts for current expenses.  HCSP funds can cover all that the health-care-expenses flexible 
spending account covers plus more, the money does not go away, and any money left over goes tax-free 
for health-care expenses for a surviving spouse or dependents (and if there are neither of those, the funds 
go to the estate beneficiary but are taxable for the beneficiary).  Ms. Singer added that "surviving spouse" 
does not cover registered same-sex domestic partners, by law, something the University has no control 
over. 
 
 Professor Sheets inquired what the P&A staff have proposed.  Ms. Singer explained that 
originally they suggested a 1% contribution to an HCSP, with 0.5% coming from the 2.5% contribution to 
the Faculty Retirement Plan and an additional employee contribution of 0.5%, for a total of 1.0% (and a 
total of a 3.0% contribution rather than the current 2.5%).  The idea before the Committee today, in 
comparison, is no change in the 2.5% employee contribution and perhaps 2% redirected from the 
University's 13% contribution.  Professor Sheets said the latter idea seemed reasonable to him. 
 
 Another variation, Professor Hanna suggested, would be to adopt a two-step plan, starting with 
perhaps 1% for an HCSP from the University's 13% and then, in a year when there are salary increases 
(perhaps 3%), add another 1/2% to the HCSP contribution.  This would add to the contribution in a year 
that had a reasonable raise.    
 
 Professor Konstan tried to separate the issues in the difference between the P&A 
recommendation and the current discussion.  He said that whether the funds contributed to an HCSP are 
new dollars (additional withholding) or from the current deductions, are the same from a tax perspective, 
since faculty and staff could put the additional amount into the two optional retirement plans.  Unless one 
is a stickler about making that increase required, the University could simply make a small contribution to 
the optional plan an "opt-out default" and achieve the same goal.  If there are good reasons for having the 
HCSP money come from the University's contribution, that shouldn't affect the results for faculty and 
staff, though he acknowledged that some people are worried about the precedent being set by having any 
perceived reduction in the University's retirement contribution.  Even so, he argued, employees can be 
assured that the total University contribution isn't being reduced, just split into two parts.  The hard part, 
Prof. Konstan continued, is identifying the right number; from the data he's seen so far, 2% is either right 
or too low. 
 
 Professor Martin urged that when this item comes to the Faculty Senate there be clear models.  
They do not want people to get upset because they perceive that something is being taken away—and that 
will be a problem that goes beyond the Faculty Senate.  Professor Hanna said that after the two 
committees act, there will be wide communication about the proposal.  The question is how to package 
the proposal, Professor Ritter said.  One way to think about is that the University's 13% contribution will 
continue but not all of the money will go into a cash account for retirement; some of the money will go 
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into an HCSP because they are "superdollars."  He suggested that the information be supplemented with 
data on health-care costs in retirement.   
 
 Does one actually have more money because of tax savings, Mr. Croce inquired?  They do, Ms. 
Singer responded, and she can provide examples of how the benefit works.  Not having an HCSP 
basically means that people are leaving money on the table. 
 
 Professor Ritter moved that Committee recommend to the Faculty Consultative 
Committee and the Faculty Senate that the University redirect 2.0 percentage points of the 13% 
points it currently contributes to the Faculty Retirement Plan to the individual's Health Care 
Savings Plan.  Professor Sheets seconded the motion.   
 
 The Committee discussed the ways in which the proposal can effectively be communicated to 
the faculty.  It will be important to emphasize retirement health-care costs, perhaps to cite the MONEY 
magazine article pointing out that one needs about $200,000 starting in 2016 to cover insurance costs 
even with Medicare, to provide data and examples, and to provide information about value in terms of the 
discounted present value of the account.   
 
 There also needs to be an FAQ on the Employee Benefits website about the HCSP, the need for 
it, what happens to the money, etc.  There is, Ms. Singer responded.  It can be found at  
 
http://www1.umn.edu/ohr/prod/groups/ohr/@pub/@ohr/documents/asset/ohr_90350.pdf 
 
It would help people to know, when they raise objections, that they are not the first one to think of the 
problem and that it has been addressed, Professor Konstan suggested. 
 
 Professor Hanna inquired what CAPA's position might now be for P&A employees.  Ms. 
Stenhjem explained that it had been easier to recommend an additional deduction for an HCSP when 
economic times were better.  Now, with people losing jobs and salaries potentially frozen, she is hearing 
that people want NO additional deductions from their salary.  P&A staff make less than faculty, and with 
the losses in Faculty Retirement Plan accounts (which P&A staff also participate in), people will be 
surprised at a suggestion that 2% be put into an HCSP.  It will be necessary to get the facts out, especially 
because people seem not to believe they will need money for health-care expenses when they retire.  
There needs to be hard, cold numbers, she told the Committee.   She said she believes CAPA would be 
willing to take a position in favor if information can be prepared so that people understand why they need 
an HCSP.   
 
 It was agreed that because this recommendation covers only faculty members (CAPA votes for 
P&A employees and the Civil Service staff have already decided), only the faculty members on the two 
committees would vote.  The faculty voted unanimously in favor of the motion. 
  
3. Policy Revisions 
 
 Professor Hanna now welcomed Ms. Wilhelmson to the meeting to review changes in 
administrative policies.  
 

http://www1.umn.edu/ohr/prod/groups/ohr/@pub/@ohr/documents/asset/ohr_90350.pdf
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 The first policy with changes is the "Pre-hire Background Verification" policy.  The Committee 
had expressed concern that a department head (academic or not) could arbitrarily decide to require 
background checks for everyone hired in the department.  There was also concern about the definition of 
"unit."  Ms. Wilhelmson provided revised language that makes it clear that any policy on background 
checks must be at the level of the college or coordinate campus or major administrative unit (e.g., Office 
of Information Technology, Office of the General Counsel, etc.).   
 
 The Committee offered a few editorial clarifications to the changes and thanked Ms. 
Wilhelmson for the revision. 
 
 The second policy change involves vacation accrual and payout.  The current policy on 
vacation payout provides that such a payout occurs ONLY when someone leaves the University.  One 
revision being proposed is that payouts may be (must be) made at other times:  when an individual moves 
from a vacation-eligible appointment to a non-vacation-eligible appointment (e.g., moves from a 100%-
time appointment to a 50%-time appointment or moves from a 12-month to a 9-month appointment), or 
moves from an academic appointment to a non-academic appointment (e.g., P&A to Civil Service); these 
changes are not numerous.  In those instances, accumulated vacation would be paid out to the individual 
at the time of the change and would no longer be "banked." 
 
 There are several reasons for proposing this change, Ms. Wilhelmson related.  With automated 
tracking of vacation accrual and usage, when someone changes from an eligible to a non-eligible 
appointment, a vacation balance cannot be tracked on the system, so a record would have to be kept in 
someone's desk drawer.  Similarly, if one changes from an academic to a non-academic position (the two 
have different vacation-accumulation programs), the system cannot have one individual with two 
different vacation programs being tracked.  When banked vacation has to be kept in someone's drawer, 
there is risk of inaccuracy and no measure of the University's liability.  An audit of the University's 
vacation practices found that there was little accountability for vacations, so the new system makes 
practices accountable and streamlines the records.  Ms. Wilhelmson said they are considering whether it 
would be possible for someone to move some accrued vacation from a P&A appointment to a Civil 
Service appointment, but that is not part of the current proposal.  Another reason for the change benefits 
the University rather than the employee:  paying out the vacation now, rather than years later, could save 
money because the payout will be at the employee's current salary, not a higher salary years in the future. 
 
 The other change in the vacation-payout policy provisions is to allow a payout for employees 
who are at the University less than 11 months.  Right now one must be employed for 11 months in order 
to qualify for a payout.  The proposal would allow a vacation payout to anyone who has accumulated 
vacation time irrespective of how long they have been employed.  Human Resources is now looking at the 
cost of such a change in policy.  (There are about 40 people per year who leave before they have been 
employed for 11 months.) 
 
 Committee members offered a number of comments on the proposed policy change.  Ms. 
Wilhelmson affirmed that an academic employee who moves from one vacation-eligible position to 
another within the University takes his or her accumulated vacation along to the new job, and it continues 
to be tracked in the system. 
 
 The Committee offered no objection to the proposed changes in the vacation policy. 
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 Ms. Rafferty next explained a series of changes in the University's FMLA (the federal Family 
and Medical Leave Act administrative policy), made because of changes in federal laws and regulations.  
Many of the changes deal with leaves for individuals whose family members serve in the armed forces.  
Also changed in the policy are provisions dealing with the use of compensatory time when a non-exempt 
employee is using FMLA leave (which is unpaid).  The employee must first use up any sick time, accrued 
comp time, and vacation down to 10 days (or all of it if the employee wishes) before using unpaid FMLA 
time.  They have also written a procedural document to provide information to employees and 
administrators so they know what is expected of them under the FMLA provisions.   
 
 The Committee offered no objections to the changes, most of which are mandated by law. 
 
 Professor Hanna thanked Mss. Rafferty and Wilhelmson for their reports and adjourned the 
meeting at 4:10. 
 
      -- Gary Engstrand 
 
University of Minnesota 
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