benefits questions
Pat Kollien [clerk@alconacrc.com]
SentMonday, October 01,2012 11:26 AM
To: Rep. Rick Olson

Our health & Accident insurance is the cost o f Our health care benefits including optical & dental. This also
includes a accident policy. I think other counties are placing this under Hospitalization.
Leave & Longevity percent may be higher because we have a aging crew. Once there sick bank is full they get
paid for half of what they have earned above the bank maximum.
Not sure it you wanted our 2011 form 455C or not but it was filed in January. If you need a copy I can fax it t o
you. Please send your fax number1
Pat Kollien, Account Clerk
Alcona County Road Commission
ph: 989-736-8168
em: clerk@alconacrc.com

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Sue Crowell [admin@alpcrc.org]
Sent:

Tuesday, October 09,2012 11:18 AM

Rep. Rick Olson
John Niernela ~niemela@localroads.net]
Attachments:Olson Fringe Benefitsdoa (18 KB)

To:
Cc:

Rep. Olson,
Attached is Alpena County's response to your request for information regarding our fringe benefit rates.
Please contact us if you need additional information or clarification.

Susan Crowell
Administrative Asst./Board Secretary
Alpena County Road Commission
Phone (989) 354-3252
Fax
(989) 356-4952

From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Monday, October 08, 2012 1:53 PM
To: Susan Crowell
Subject: FW: County Fringe Benefit Rates

Dear Alpena County Road Commission Managing Director Larry Orrcutt,
This is just a friendly reminder, to please provide the information requested by this Friday October

Thank You,
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Offike:
989 Anderson House Ofice Bldg.
517-373-1792
rickolson@house.mi.gov
http://repolson.com

From: Rep. Rick Olson
Sent: Thursday, September 27, 2012 4:37 PM

KE: County Fringe Benefit Rates

To: admin@al~crc.orq
Subject: County Fringe Benefit Rates

Dear Alpena County Road Commission Managing Director Larry Orrcutt,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 98.68% of non-administrative
payroll in 2010, compared to the median 100% of the 65 counties, and MDOT's FY 2010 total of
86.22%.
However, please provide me with an explanation for why the Leave and Longevity @on-admin)
percentage of 21.74% appears to be higher than that of many other counties.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my ofice e-mail address of
rickolson~house.mi.gov,from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.

ALPENA COUNTY ROAD COMMISSION
1400 North Bagley Street, Alpena, M I 49707 (989) 354-3252 Fax (989) 356-4952

Established June 25. 1894
COMMISSION
W. N e i l MacArthur -Chairman
Darrel A. Spragg - Vice Chairman
Raymond C. Nickles - Member

ADMINISTRATION
Lany R. Orcutt - Managing Director
Curt Gonyea - Superintendent
Julia G. Patterson - Finance Director

October 9,2012

Representative Rick Olson
5sthLegislative District
525 Judd Road
Saline, MI 48176
Re:

County Fringe Benefit Rates

Dear Representative Olson:
Thank you for your interest in transportation-related funding issues. The Alpena County Road Commission also
maintains our interest in ensuring that the limited transportation funding local entities receive is used efficiently
and in the best interest of the public.
Specifically, your inquiq of September 27 asked for information regarding Leave and Longevity (Nonadministrative). In reviewing the financial records for this line item, several factors contribute to variations in
percentage-based comparisons from county to county. Items which impact the Leave and Longevity are as follows:
1. Wages for all Alpena County Road Commission employees have been frozen for the past 3 years, including
2010. New hires received lower wages and fringes. Lower wages increase the fringe benefit percentage.
2. Two employees retired in 2010. As an incentive to reduce sick leave absences, employees can accumulate
the leave up to 90 days and receive a payout upon retirement. Accrued vacation is also paid per Michigan
law and union contract.
3. The Leave and Longevity calculation on Form 455C is not the actual percentage of total payroll. Several
items, such as insurance opt out payments, are removed from the total payroll prior t o calculating the
percentage, which inflates the total percentage cost.

The Alpena County Road Commission has implemented many reforms and efficiencies to reduce operating costs;
including a 40% reduction in our workforce over the last 10 years, hiring of seasonal employees, wage freezes and
reductions, new hire pension benefits changed from Defined Benefit t o Defined Contribution, and employee
participation in health care costs.
Your request of September 27 for fringe benefit information includes a comparison of our fringe rate of 98.68% to
MDOT's fringe rate of 86.22%. Please recognize the importance of a detailed analysis of information provided by
all entities. As you can see from the spreadsheet which was compiled, MDOT's information is not in the same
format as the road commissions' 455C reporting. For example, I encourage you to answer the following:
Is MDOT's fringe rate percentage lower due to higher wages?
Is MDOT's amount in the first column "Total PayrollN (as the road commissions) or does it include
additional fringes as indicated in the heading?

ARENAC COUNTY ROAD COMMISSION
PO. Box 99 116 Bridge St. Omer, MI 48749
Telephone (989) 653-2411
Fax (989) 653-2889
DAVE ROBINSON
Commissioner

LEWIS OSTRANDER
Commissioner

KEN STAWOWY
Commissioner

BLAIR DYER
SuperintendentIManager
bdyeracrcQcenturytel.net

October 9,20 12

Rick Olson, State Representative
55thLegislative District
525 Judd Road
Saline, MI 48 176
Re: Arenac County Road Commission Fringe Benefit Rate
Dear Rep. Olson:
Thank you for your e-mail dated September 27,2012 requesting information regarding
the Arenac County Road Commission's fringe benefit rate. Superintendent-Manager
Blair Dyer has asked that I respond to y o l ~and answer your questions on this issue. We
thank you for an opportunity to respond to your concerns. It is always a pleasure to
educate the public on our finances and operations.
Our fringe rates for 2009 and 2010 were 96.52 and 107.02% respectively. Your e-mail
asked that we address 2010 specifically. The main reasons for the increased rate in 2010
follow:
1. A larger number of retirees in 201 0 increased the leave and longevity cost because of
the payout of banked sick and vacation hours (0 retirees in 2009 versus 3 in 2010).
2. There was a reduced refund from our workers compensation carrier (CRASIF) as
cofilpai-edlo i;ormai y c ~ ($4,124
s
less t,"lar; 2SCSj.

3. Unemployment insurance increased dramatically (it should be noted the only reason
the Arenac County Road Commission pays unemployment insurance is because it
must hire temporary employees to gear up for winter snow removal on the state
trunklines; it is a cost that would not exist if Arenac County did not have a state
trunkline contract).
4. Arenac County Road Commission employees have negotiated a pay freeze in
exchange for pension enhancements on at least two different occasions over the last
ten years. This-directly causes an increase to the fringe rate because the payroll stays
constant. In other words, if decreasing the fringe rate was the primary concern of the
Road Commission, an immediate $1 .OO per hour raise to our employees would bring
our fiinge rate closer in line with MDOT's 86.22%.

Page 2
Our computed rate for 201 1 has decreased to 99.04% and the calculated 455C form is
attached. An employer contribution cap was put in place in the last union contract to
simplify budgeting and insure the Road Commission would pay no more than its current
contributions to the MERS pension plan, transferring all risk and plan volatility to the
employees. Furthermore, the recent laws capping / limiting health care cost for
municipalities will certainly help the road commission in lowering its fringe rate during
future contract negotiations.
In addition to the above explanations of our current fringe rate, please allow us to make
the following points in regards to your attempt to convince taxpayers that they are
"getting value for their money", primarily during winter snow removal:

1. The Arenac County Road Commission has not hired a full-time truck driver in over
11 years.

2. We have decreased our overall labor cost by 13% over the last 7 years.
3. In the interest of public safety, we continue to hire temporary employees to work only
for the winter snow-removal season.

4. We have added a night shift during the winter season to improve over-all response
time during a snow event.
5. We bid out snow removal of specific subdivisions to local contractors to improve
response time for more densely-populated areas within Arenac County.

The Road Commission takes its responsibility as stewards of taxpayer dollars very
seriously. We continue to make economic and operational decisions that we feel best
represents the priorities of Arenac County taxpayers. We appreciate this opportunity to
defend our operational decisions and we appreciate your interest and efforts in securing
additional funds for our infrastructure.
Sincerely,
Arenac County Road Commission

/~ohn

Albrecht, Office Manager 1 Clerk

Cc: Blair Dyer, SuperintendentLManager
Lewis Ostrander, Chairman
Dave Robinson, Commissioner
Ken Stawowy, Commissioner

Michigan Department
of Transportation
4556 (04111)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST

0 Maintenance Division
0 Contract Services Division

FOR THE CALENDAR YEAR ENDING DECEMBER 31, 2 0 3
OR F O R COUNTY FISCAL YEAR ENDING 20-

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE INSTRUCTIONS ON REVERSE. Computations submittedon this form are subject to audit.

COUNTY ROAD COMMISSION
A. Total Payroll - Calendar/Fiscal20_1_! (see instructions)
A-1 Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)
5. Payroll Cost applicable to administrative personnel, including ieave and longevity, for
CalendarIFiscal 20JJ (see instructions)

$

91 1,173.60

A.

$

3,600.00

Al.

$

3,259.37

A2.

$

154,861.06

B.

102,460.58

C.

18,905.50

D.

C. Leave and Longevity for non-administrative employees for CalendarlFiscal20~(see
$
instructions)
D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarIFiscal
$
2011 (see instructions)
RATE TO B E USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 , 2 0 1 1AND ENDING DECEMBER 31,20=
OR FISCAL YEAR BEGINNING
20
AND ENDING

-

20

-

* = Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and

non-administrativeleave and longevity
*' = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, non-administrativeleave and longevity, and

administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 20 or Fiscal Year of
to September 30.20
LEAVE and LONGEVITY applicable to nonCost + A - (Al+A2+B+C) '
$
102,460.58
administrativepersonnel

1

"1

15.84 %

$

15,631.78

/cost + A - (AI+N+C+D)

FEDERAL SOCIAL SECURITY

$

73,361.05

Cost + A - (A1+A2+C+D) "

9.37 %

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

$

194,223.92

Cost + A - (Al+A2+C+D) "

24.81 %

SELF-INSURED OR OTHER RETIREMENT

$

Cost iA - (AI+A2+C+D) "

%

COMPENSATION INSURANCE

1$

14,222.59

I
I
Icost + A - (AI+A2+C+D)

1.82 %

HOSPITALIZATIONINSURANCE (INCLUDING OPTOUT PAYMENTS)

$

351,853.07

Cost + A - (Al+A2+C+D) "

44.94 %

LIFE INSURANCE

$

2,029.85

Cost iA - (Al+A2+C+D) "

0.26 %

HEALTH AND ACCIDENT INSURANCE

I

2.00 %

1

I

OTHER INSURANCE (IDENTIFY.):

Unemploy

I

120.76

omER BENEFITS (IDENTIFY):
REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

I

I ~ o s+t A - (AI+A2+C+D)

4

Icost + A - (AI+A2+c+D)

.-I

0.02 %
%

-Rev iA - (A1+A2+C+D)"

$

CODE 187 - TOTAL LEAVE AND BENEFIT RATE
PREPARED BY:

"1

%

I

TITLE
Clerk

DATE
Feb 02,201 2

COMMISSIONERS

Board of County Road Commissioners
County of Bay

RICHARD 5. GROMASKI
Chairman
EDWARD L. RIVET
Vice-Chairman

2600 EAST BEAVER ROAD, KAWKAWLIN, MICHIGAN 48631
TELEPHONE (989) 686-4610 FAX (989)686-4620 l T (800)649-3777
WEB SITE www.baycoroad.org
JAMES C. LILLO, P.E., ENGINEER-MANAGER

SAFEFfand SERVICE

MICHAEL G. RIVARD
Commissioner

Rep. Rick Olson
55" Legislative District
525 Judd Rd.
Saline, MI 48176
October 9,2012
Responseto County Fringe Benefit Rates for 2010
From 4556 MDOT Report

Leave and Longevity
2010 Rate = 20.18%
2011 Rate = 16.3%
The main components of this category are vacation and sick pay. These are expensed monthly
to active employees. Employees have been allowed to accrue their unused time and receive
payouts upon retirement. Some limitations on this were started in 201.1 with new labor
contracts. The accruals will no longer be rolled into the pension payouts for any new employees
hired by the 1096 union after 111111 and any Administrative Association employees hired after
1/1/96.
Payouts upon retirement or leave:
2010: 5 employees -this amount is higher than usual and is the main reason for the higher %
$85,351 -51
2011: 2 employees
$43,808.84

HospitalizationInsurance

2010 Rate = 68.60%
2011 Rate = 71.78%

We provide hospitalization insurance for our active employees and all retirees. We cover 55
active employees. We cover 94 retirees according to the t e n s of the contracts in place at their
retirement and approximately 50% of our costs are attributable to them. We cannot change the
retiree coverages according to state law. We did increase the prescription drug co-pay for 12
retirees that retired from 111192 to the present as allowable in their contracts which should
provide savings of close to $6000/year. We made changes to our coverage for all active
employees in mid-2011 and costs were reduced close to $200,000 in the last year. We expect
these costs to be below the 2010 rate for 2012.
Please let us know if you have any further questions.

Michigan Department
of Transportation

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST

a Maintenance Division

FOR THE CALENDAR YEAR ENDING DECEMBER 3 1 , 2 0 3
OR FOR COUNJY FISCAL YEAR ENDING * 20-

455C (04111)

0 Contract Services Divis~on

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
ON REVERSE. Computationssubmittedon MIS form are subject to audit.

-SEEINSTRUC~ONS
.

COUNTY ROAD COMMISSION

Bay County

I

-

A. Total Payroll CalendarlFiscal 2011 (see instructions)

Is

3,170,172.18

A.

$

613.68

A1.

1,934.10

A2.

A-1 Insurance opt-out payments made to employees induded in total payroll on Line A, and in the

benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A ihat are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
$
retro pay, jury duty or on-the-job injury)
6. Payroll Cost applicable to administrative personnel, including leave and longevity, for
$
Calendarffiscal20JJ (see instructions)
C. Leave and Longevity for non-administrative employees for Calendar/Fiscal20~(see
$
instructions)
D. Leave and Longevity for administrative personnel that is included in Line 6 , for Calendarffiswl
$
2 0 s (see instructions)
RATE TO BE USED DURING M E CONTRACT PERiOD
BEGINNING JANUARY I,
2 0 x A N D ENDING DECEMBER 31,20&
OR FISCAL YEAR BEGINNING
20 A N D ENDING

369,357.89

B.

392,148.37

C.

56,146.42

D.

20 -

* = Base for teave =total payroll less insurance opt-out payments, non-leave labor, administrativepayroll (including leave and longevity) and
non-administrative leave and longevity
* = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, non-administrativeleave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Adwity 51 3 of the Board for the calendar year 20 or Fiscal Year of
to September 30,20
LEAVE and LONGEVITY applicable to nonadministrativeoersonnel

COMPENSATIONINSURANCE

$

68,037.00

Cost + A - (A1+A2+C+D) *

2.50 %

FEDERAL SOCIAL SECURITY

$

229,867.48

Cost + A - (AI+A.+C+D) *

8.45 %

SELF-INSURED OR OTHER RETIREMENT

$

581,322.27

Cost + A - (Al+A2+C+D)

HEALTH AND ACCIDENT INSURANCE

Cost iA - (Al+AZ+C+D)

$
I

HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYMENTS)

21.38 %
%

I

$

I

1,951,886.74

Cost + A - (Al+A2+C+D) *

71.78 %

LIFE INSURANCE

18

41,236.08

/cost+ A - (A~+A~+c+D)

*I

1.52 %

OTHER INSURANCE (IDENTIFY): Disability

1

$

16.492.87

/cat+

A

-1

0.61 %

OTHER BENEFITS (IDENTIFY): PhyNnernplymt

I

S

9,931.90

jCmt e

A - (Al+A2+C+D)

4

0.37 %

$

58,289.80

REFUNDS RECORDED AS REVENUE

(Including

Medicare Part D subsidies)

- (Al+AZ'+C+D)

-Rev + A - (A1+AZ+C+D)*

I

CODE 187 - TOTAL LEAVE AND BENEFIT RATE

jr

~

~

-

-2.14 %

T

V

-/ - - 7 b - a . dL';?&,f~
~

120.75
DATE

2fiq / i t

%

Bay County Fringe Benefit Rate Response

https:/lch Iprd0411 .outlook.com/owa~district055@house.mi.gov/?ae...

Bay County Fringe Benefit Rate Response
Jim Lillo Ljlillo@baycoroad.org]
Wednesday, October 10,2012 11:09 AM
Rep. Rick Olson; Rep. Rick Olson
Dick Gromaski [richardgromaski@centutytel.net]; Gromaski Dick [richardgromaski@yahoo.com]; mike rivard
Cc:
[dirtcop09@aol.corn]; Mike Rivard [dirtcop09@yahoo.com]; Ed Rivet [riveted@charter.net]
Attachments:Rep Rick Olsen Response Le-l.pdf ( 1 MB)

Sent:
To:

Representative Olsen,
Attached is an overview of the Bay County Road Commission's Leave/Longevity and Hospitalization Insurance
per your e-mail request of September 27,2012. We included an explanation as to the reason for each of the
percentages stated in your e-mail. Further, the MDOT Form 455C for 2011 is also attached.
If we can be of further assistance, please contact our office.
Sincerely,
Jim Lillo, PE
Engineer-Manager
Bay County Road Commission
2600 East Beaver Road
Kawkawlin, M I 48631
Phone: 989-686-4610
Fax: 989-686-4620

From: Rep. Rick Olson [mailto:district055@house.mi.aov]
Sent: Thursday, September 27, 2012 2:10 PM
To: bcrc@baycoroad.org
Subject: County Fringe Benefit Rates

Dear Bay County Road Commission Manager James Lillo,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 20 10 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 128.24% of

Bay County Fringe Benefit Rate Response

https://ch 1prd04 1 1 .outlook.com/owa/district055@house.mi.gov/?ae...

non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 20.18% and Hospitalization Insurance percentage of
68.60% appear to be particularly high. Please explain. Also, please outline what actions you
have taken to rein that cost in for the future. The 2010 data was the latest I received from
MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson@house.mi.~ov,from which this message is sent.

If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48176
734-944-0794,734-646-5286 cell
olson48 1 76@,comcast.net
Office:
989 Anderson House Office Bldg.
517-373-1792
rickolson@,house.mi.gov
http://repolson.com

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Trent Arver [bcrcarver@maiI.cbpu.com]
Sent:Tuesday, October 09, 2012 2:02 PM
Rep. Rick Olson

To:

Representative Olson,

I reviewed the information you provided. The Branch County Road Commission (BCRC) lost 9
employees from 2004 to 2010 through attrition which have not been replaced. BCRC's highest MTF
revenue year in the past decade was 2004 and MTF revenues now are similar to 2000. The average
age of the BCRC employee group went from 45.8 in 2004 to 48.1 in 2010. Branch County Road
Commission has utilized a wrap reimbursement program administered by a third party administrator,
since Dec. of 2006, self insuring the difference in medical coverage between a BCBC PP012 up to a
PPOl for medical and self insuring prescriptions. The BCBC premiums in 2004 compared to the
combination of BCBSIMedical WRAPlSelf Insured RX in 2010 increased 23.3%. In addition the total
payroll cost decreased from $1,942,761.68 in 2004 to 1,594,508.65 in 2010 or 17.9%, therefore, the
hospitalization insurance is a larger percentage of payroll due to a reduction in employees and rising
health insurance costs. It is also important to mention that 2010 was the middle of a three year
contract agreement beginning Jan. 1, 2009 and ending Dec. 31, 2012. Therefore, PA152 has not yet
taken effect for the association contract.
If you have any further questions, please do not hesitate to contact me.
Sincerely,

Trent J. Arver, P.E.
Engineer-Manager
Branch County Road Commission
23 E. Garfield Ave.
Coldwater, MI 49036
(517)-278-2022

From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Monday, October 08, 2012 1:48 PM
To: bcrcarver@cbpu.com
Subject: FW: County Fringe Benefit Rates

Dear County Road Commission Manager Trenton J. Arver,
This is just a friendly reminder, to please provide the information requested by this Friday October
12~~.
Thank You,
Rick Olson, State Representative
55th Legislative District

RE: County Fringe Benefit Rates

525 Judd Road, Saline, MI 48176
734-944-0794,734-646-5286 cell
olson48 176@comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792
rickolson~,house.mi.~ov
http://repolson.com

From: Rep. Rick Olson
Sent: Thursday, September 27, 2012 4:44 PM
To: bcrcarver@cbpu.com
Subject: County Fringe Benefit Rates

Dear County Road Commission Manager Trenton J. Arver,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 97.90% of non-administrative
payroll in 20 10, compared to the median 100% of the 65 counties, and MDOT's FY 20 10 total of
86.22%.
However, please provide me with an explanation for why the Hospitalization Insurance
percentage of 52.23% appears to be higher than that of many other counties.
I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson~house.mi.~ov,
from which this message is sent.

If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.

KENNETH PAQUET

DAVID D. BROWN

CHAIRMAN

VICE-CHAIRMAN

DONALD J. SPRAY
COMMISSIONER

DAVID F. BRANDT

JAMES S. JOHNSON

COMMISSIONER

COMMISSIONER

.'

MICHAEL A. ROPER

(b>~t'

6

5302 South Straits Highway
Indian River, Michigan 49749
Phone: (23 1) 238-7775
Fax: (23 1) 238-0830

MANAGING DIRECTOR

DANA S. STEMPKY
CLERK

October 2,2012
Rick Olson
State Representative
525 Judd Road
Saline, M I 48176
Honorable Representative Olson:
Thank you for anything you can do t o help out the road funding problem. It is sad t o see our
once good roads turn bad when I feel the public would not mind a few cents more on a gallon
of gas t o have smoother roads. We have not been able t o buy a truck since 2006!
It is true Cheboygan County Road Commission has a high fringe benefit rate. There are many
reasons. First, because we have not had raises lately, as the cost of health insurance goes up
the base we apply the benefits costs t o gets out of proportion. Second, on the same lines, we
have 10 or so fewer employees than 5 or 10 years ago and still pay the retirees health care and
retirement applied t o a lower annual payroll. Third, our truck drivers make $15.20 an hour
which I am sure you will find t o be far less than MDOT which further lowers our payroll and the
factor which benefits are divided. Forth, we have had t o pay into OPEB (Post employment
Benefits) which increases our health benefit costs and this is a new cost t o us.
We are working t o control costs. Regarding Health Insurance, we have gone self insured and
seem t o mediating the increases and sometimes lowering our premiums. We have cut back on
retiree health coverage and cost. We will also be addressing health care costs with our next
labor contract which will start in March 2013.

Again, I applaud you for any efforts towards helping our aging road system. If there is anything
I can do to help you, please let me know.

Sincerely,

Managing Director

Re: County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Robert W. Laitinen, P.S. [surveyor@sault.com]
Tuesday, October 09,2012 11:23 AM
To:
Rep. Rick Olson
Attachments:2011 Form 455c.pdf (915 KB) ;Chippewa-response.pdf (328 KB)

Sent:

Representative Olsen,
Attached you will find the response to your request and also our 2011 form 455c.
Please contact me if I can be of any further assistance.
Thank you,

Robert Laitinen, P.S.
Superintendent 1 Manager
Chippewa County Road Commission
3949 S. Mackinac Trail
Sault Ste. Marie, MI 49783
office: (906) 635-5295
fax: (906) 635-5297

----

Original Message ----From: R ~ DRick
. Olson
To: survevor@sault.com
Sent: Monday, October 08, 2012 3:21 PM
Subject: FW County Fringe Benefit Rates

I

Dear Chippewa County Road Commission Manager Robert Laitinen,

I This is just a friendly reminder, to please provide the information requested by this Friday October
12th.
Thank You,
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Ofice Bldg.
517-373-1792
rickolson@,house.mi.~ov
http://repolson.com

I

From: Rep. Rick Olson

Re: County Fringe Benefit Rates

Sent: Thursday, September 27, 2012 2:43 PM
To: surveyor@sault.com
Subject: County Fringe Benefit Rates

Dear Chippewa County Road Commission Manager Robert Laitinen,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 201 0 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 116.67% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and
above MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Hospitalization
Insurance percentage of 64.46% appears to be particularly high. Please explain. Also, please
outline what actions you have taken to rein that cost in for the future. The 2010 data was the
latest I received from MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators
that taxpayers are getting value for their money. Responses may be sent to my ofice e-mail address
of rickolson@,house.mi.gov, from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you
don't have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@comcast.net
Off~ce:
989 Anderson House Ofice Bldg.
5 17-373-1792
rickolson@,house.mi.gov
http://repolson.corn

ROAWD OF COUHTY ROAD GQMMlSSEONERS
O f THE COUNTY OWCM$PPEWA
Sault St@.Marie, WIf 49783
($08)635-5295
Fax (906) 635-5297

3949 S. Mackinac Trail

LOUIS M. FAacDQNAtQ, Chaiman
Dafter
ROBERT W. UeWTTsCb'EY
Superin?s!M~nt!Manager

RICHARD B. TMMER, Vice Chaiman
eir;mlq'
CMRfSTlWE Uc&)O&EEL
hwul'ive Assistant

October 9,20 12
Representative Rick Olson
S-989 Anderson House Office Building
P.O. Box 30014
Lansing, MI 48909

Honorable Representative Olson,
Let me begin by saying that we at the Chippewa County Road Commission really appreciate
your willingness to take the lead on finding a solution to h d roads and bridges in Michigan.
The deteriorating conditions are going to continue and at an increasing rate unless funding can be
secured for now and in the future. We also encourage you to continue to use Act 5 1 as the
distributing source of any new funding for all parties involved. Your predecessors also battled
this same issue all those years ago and the funding formula they designed is fair and equitable to
everyone from the MDOT down to the smallest county.
You have asked for an explanation as to why our fi-inge rate is higher than MDOT's and above
the median of other counties, and specifically, the amount designated for health insurance and
what measures we have taken to try to lower the costs that were presented.
Health insurance as you know has increased in cost substantially over the last 8 to 10 years.
During that same time period wages have only increased 2-3% per year. To use real numbers
from history, in 1995 we had a total payroll for 71 full time employees of $2,037,842, with leave
time for both union and non-union personnel totaling $265,607. Health insurance expenditures
for that year were $460,973. That calculates to 26% on the 455c.
Moving ahead to 20 11, our base of full time employees has been reduced to 6 1 and we had to
hire 6 temporary employees for help during the winter season. Under our current union contract,
seasonal / temporary employees are paid at 80% of full time wages for their classification and are
not entitled to any benefits other than holiday time, social security match, and workmen's
compensation. Wages paid in 201 1 were $2,766,030 with leave time of $452,197 and insurance
opt-out payments of $4,900. Health insurance expenses were $1,785,3 14. Per the formula on
the 455c that calculates to a rate of 77%.
Based on the above data, health insurance casts have risen 287% while payroll increased 36%.

The Chippewa County Road Commission recognized the dangerous trend we were experiencing
and negotiated major changes to our health care plan with our Union beginning in February
2005. Anyone hired after that date would no longer receive health insurance after the age of 65.
Also, to be eligible for road commission health insurance benefits between the normal retirement
age of 55 to 65, an employee is required to have reached the age of 55 and have a minimum of
25 years of service. If those two criteria are not met, any insurance benefit would be
proportional to the years of service after reaching age 60.
Other major changes negotiated since 2004 include:
All new employees hired after February 1,2004 are required to contribute 2% of their
wages toward their pension.
Sick leave benefits were reduced fiom a total accumulation maximum of 1,344 hours to
480 hours with maximum cash out at retirement of 50% of the total accumulated up to
the maximum.
In October 2009, we changed our health insurance program for all retirees aged 65 and
over to a fully insured Medicare supplemental plan that was designed to take advantage
of the subsidies through Medicare D. All retirees reaching that age are required to
switch into that program if they wish to stay in the group.
Beginning of February 1,2012, as a result of the passage of P.A. 152, the Road
Commission elected to use the premium cap method for all administrative employees.
Thc same plan is now being negotiated with our union personnel. This one change will
have an immediate effect amounting to an estimated $400,000 savings per year.
The changes we have made in our benefit programs have already begun to show results. Our
OPEB liability only showed a slight increase after our last actuarial as compared to prior years.
Granted, we will not truly see any fiu-ther substantial savings until all these changes have been in
effect for 12 years or so due to the number of older employees still on staff.

I would also like to mention that ow MTF revenue in 1998, the year after the last gas tax
increase was $4,040,183. In 201 1 our MTF revenue was $4,503,626. That equates to an 11.5%
increase in revenue in 13 years. The price of diesel fuel has increased over 100% during the
same time period.
In conclusion, the main reason our percentage for health insurance is so high is the inflationary
cost increases we have experienced along with a reduction in staff receiving those benefits and
whose wages go into the formula to determine the percentage. Another factor is that the average
age of our employees has been increasing due to not hiring new employees as the older ones
retire. Because of this last point, 45% of our participants in the health insurance program are
aged 55 and above. It is only logical that the services needed are increasing as well which
contributes to the higher cost.

I would like to again express my thanks for the efforts you are putting forth to ensure the citizens
of Michigan have safe and dependable roads and bridges. Please do not hesitate to contact me if
I can be of any further help in your endeavor.

Robert Laitinen, Supt./Mgr.
Chippewa County Road Commission
(906) 635-5295
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RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Jennifer Rosser [RosserJ@ccrc-roads.com]
Monday, October 08, 2012 4:32 PM
Rep. Rick Olson
Joseph D. Pulver [PulverJ@ccrc-roads.com]
Attachments:2011455C Forrn.pdf (315 KB) ; Rep Olson Letter.doa (20 KB)
Sent:

To:
Cc:

Dear Representative Olson,

J would like to start by saying thank you for your support in addressing the funding for roads and bridges. As you know
this has been a constant struggle for the Road Commission and I appreciate the fact that you understand and are trying to
work towards a solution.

Additionally, I would like to thank you for your inquiry regarding our benefit percentages here at the Clinton County Road
Commission. The year 20 10 was hard on our fringe rates and thankfully it has improved since then.

There were two items in particular that you referred to in your letter regarding our form 455C that we use to calculate our
fringe rates annually. The two items were hospitalization insurance and leavellongevity. I have attached our 201 1 455C
and as you will see we have been effective in lowering our fringe rate to 93.91% from 113.77% or 19.86% decrease in
fringe.

Hospitalization insurance is a constant moving target and over the past five to seven years we have went from a plan with
no deductible or co-pays through Blue Cross Blue Shield (BCBSM) to a high deductible plan designed to try to control
costs. Initially our rates with Blue Cross declined however in 2009 we received a 26% increase. Then, in 20 10 we
received an increase that ranged from 43.68% up to 58.04% depending upon the group. This obviously was an expense
that we could not afford to absorb. At that time we sought out another carrier with a plan design that was very similar to
what we had with Blue Cross Blue Shield of Michigan (BCBSM). That is when our agent turned us to McLaren Health
Plan which was much more affordable with virtually the same coverage. We were able to switch the administrative group
and ofice union group over to McLaren Health Plan mid-year which was a small savings to the Road Commission.
However, due to contract negotiations we were unable to move our road union employees over until 201 1. Once we made
the move with the road union group in 201 1 to McLaren, our hospitalization rates dropped by 14.61% or a total of
$256,989.05 as compared to 2010. In 2012 we were able to maintain these rates with McLaren Health Plan with some
small changes made to our plan design with deductible and co-insurance changes. Our plan does fall under the hard cap
program now which is our goal for this next year also. If we can keep our premiums down with little exposure to
deductibles and co-insurance it is a win, win for both the Road Commission and the employees. We are happy to say this
has been the case in 20 1 1 and thus far in 2012.

Non-administrative leave and longevity is a work in progress. During 2010 the Road Commission paid out $407,292.64 in
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RE: County Fringe Benefit Rates

https://ch 1 prd04 1 1 .outlook.com/owa~district055@house.mi.gov/?ae.

non-administrative vacation, sick, holiday and longevity (leave time benefits). During 201 1, we paid out $393,458.63.
The Clinton County Road Commission has been making strides in reducing these and other benefit levels. In regard to
sick time, effective in April of 201 1 during contract negotiations we implemented the final offer which took the sick leave
bank from 1,200 hours to 1,000 hours. This amount seems minimal in the big scheme of things but amounts to a potential
liability savings of over $100,000.00. It is going to take some time but we are working on continuing to reduce these
banks. During 20 10 and 20 1 1 we had employees who retired and cashed out their banks or cashed out a portion of their
banks in anticipation of retiring the following year. This causes a spike in these numbers.

One thing I can say about our Road Commission, and we are very proud of, is that we have a good, reliable, dedicated
work force. Many have been with our Road Commission twenty or more years. As a Road Commission we are down a
total of 16 employees and losing two more this year, all since 2002 and all through attrition. Just this year Management
made the decision to hire two new Heavy Truck drivers as we felt that our crew could not do our job and meet our public's
needs by allowing our workforce to continue to dwindle.

As you know change is not an easy concept and we just negotiated a new contract that was effective February 9th,2012
with our road union. We negotiated this contract for nearly three years to change our legacy and benefit costs starting with
new hires. We went from negotiating to fact finding, to implantation and finally a contract. Effective January 1,2007 for
administrative employees, and effective January 1,2010 for all ofice and road union employees, any new hires will hire
in with the MERS Hybrid Retirement Plan and employee only coverage for health insurance upon a full MERS
retirement. This replaced the MERS B4 Retirement Plan that is in place for employees hired prior to the two dates listed
above. The B4 Plan is closed and cannot accept any new members for all units. If you are not familiar with the Hybrid
Retirement Plan this is a combination of a smaller defined benefit and a defined contribution plan. The defined benefit
portion has a 1.5 multiplier instead of the 2.5 multiplier on the B4 plan and the Road Commission contributes 1% of their
gross annually to the defined contribution portion of that plan.

In summary, we feel the Clinton County Road Commission is continuing to take steps towards reducing our fringe benefit
rates. Joseph Pulver, Managing Director and I are both fairly new at the Clinton County Road Commission. Joe was hired
in the summer of 2008 and in April of 2009 I was hired. In all honesty, we have had our work cut out for us. Ten years
ago it was a different story. The cost of health care was more affordable, and at that time these benefits were not on the
forefront area of concern as they are today. Revenues were fair and expenses were much less. Ten years ago, asphalt was a
third of the price along with a multitude of other materials including insurance costs. Today's picture is much different,
with MTF revenues that have remained at the same level they were in 2000 and inflation that has all but diminished our
buying power. Today is a new day and time. It is a continued effort on our part to consistently examine our costs; benefit
costs and otherwise.

1 hope that I have answered all of your concerns and if you have any questions, please feel free to give me a call. Thank
you.

RE: County Fringe Benefit Rates

Respectfully,

Jennifer L. Rosser
Director of Finance
Clinton County Road Commission
Ph: 989-224-3274 ext. 225
Fax: 989-224-4003

From: Rep. Rick Olson [mailto:distrid055@house.mi.gov]
Sent: Thursday, September 27, 2012 2:46 PM
To: CCRC
Subject: County Fringe Benefit Rates

Dear Clinton County Road Commission Managing Director Joseph D. Pulver,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 20 10 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 113.77% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT7sFY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 23.32% and Hospitalization Insurance percentage of
55.81% appear to be particularly high. Please explain. Also, please outline what actions you
have taken to rein that cost in for the future. The 2010 data was the latest I received from
MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson@,house.mi.~ov,from which this message is sent.

RE: County Fringe Benefit Rates
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If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Ofice Bldg.
5 17-373-1792

CLINTON COUNTY ROAD
COMMISSION
Joseph D. Pulver, P. E. Managing Director
lennifer L. Rosser, Director of Finonce/Clerk of the Boord

Peter B. Blouwiekel, Choirperson
Russel H. Bouerle, Vice-Chairperson

Daniel R. Armentrout, P. E., Director of Engineering

Donald I . Sisung, Member

Alan Cove, Superintendent of Operations

October 1,2012

Mr. Rick Olson
State Representative
55th Legislative District
525 Judd Road
Saline, MI 48176
Re: 455C Benefit Rates
Dear Representative Olson,

I would like to start by saying thank you for your support in addressing the funding for roads and bridges.
As you know this has been a constant struggle for the Road Commission and I appreciate the fact that you
understand and are trying to work towards a solution.
Additionally, I would like to thank you for your inquiry regarding our benefit percentages here at the
Clinton County Road Commission. The year 2010 was hard on our fringe rates and thankfully it has
improved since then.
There were two items in particular that you referred to in your letter regarding our form 455C that we
use to calculate our fringe rates annually. The two items were hospitalization insurance and
leave/longevity. I have attached our 2011 455C and as you will see we have been effective in lowering
our fringe rate to 93.91% from 113.77% or 19.86% decrease in fringe.

3536 S. U.S. Highway 27 St. Johns, MI 48879

Office: (989)224-3274
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Fax: (989)224-4003

Hospitalization insurance is a constant moving target and over the past five to seven years we have went
from a plan with no deductible or co-pays through Blue Cross Blue Shield (BCBSM) to a high deductible
plan designed to try to control costs. Initially our rates with Blue Cross declined however in 2009 we
received a 26% increase. Then, in 2010 we received an increase that ranged from 43.68% up to 58.04%
depending upon the group. This obviously was an expense that we could not afford to absorb. At that
time we sought out another carrier with a plan design that was very similar to what we had with Blue
Cross Blue Shield of Michigan (BCBSM). That is when our agent turned us to McLaren Health Plan which
was much more affordable with virtually the same coverage. We were able to switch the administrative
group and office union group over to McLaren Health Plan mid-year which was a small savings to the
Road Commission. However, due to contract negotiations we were unable to move our road union
employees over until 2011. Once we made the move with the road union group in 2011 to McLaren, our
hospitalization rates dropped by 14.61% or a total of $256,989.05 as compared to 2010. In 2012 we
were able to maintain these rates with McLaren Health Plan with some small changes made to our plan
design with deductible and co-insurance changes. Our plan does fall under the hard cap program now
which is our goal for this next year also. If we can keep our premiums down with little exposure to
deductibles and co-insurance it is a win, win for both the Road Commission and the employees. We are
happy to say this has been the case in 2011 and thus far in 2012.
Non-administrative leave and longevity is a work in progress. During 2010 the Road Commission paid
out $407,292.64 in non-administrative vacation, sick, holiday and longevity (leave time benefits).
During 2011, we paid out $393,458.63. The Clinton County Road Commission has been making strides in
reducing these and other benefit levels. In regard to sick time, effective in April of 2011 during contract
negotiations we implemented the final offer which took the sick leave bank from 1,200 hours to 1,000
hours. This amount seems minimal in the big scheme of things but amounts to a potential liability
savings of over $100,000.00. It is going to take some time but we are working on continuing to reduce
these banks. During 2010 and 2011 we had employees who retired and cashed out their banks or cashed
out a portion of their banks in anticipation of retiring the following year. This causes a spike in these
numbers.
One thing I can say about our Road Commission, and we are very proud of, is that we have a good,
reliable, dedicated work force. Many have been with our Road Commission twenty or more years. As a
Road Commission we are down a total of 16 employees and losing two more this year, all since 2002 and
all through attrition. Just this year Management made the decision to hire two new Heavy Truck drivers
as we felt that our crew could not do our job and meet our public's needs by allowing our workforce to
continue to dwindle.
As you know change is not an easy concept and we just negotiated a new contract that was effective
February 9th, 2012 with our road union. We negotiated this contract for nearly three years to change our
legacy and benefit costs starting with new hires. We went from negotiating to fact finding, to
implantation and finally a contract. Effective January 1, 2007 for administrative employees, and effective
3536 S. U.S. Highway 27 St.Johns, MI 48879
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January 1, 2010 for all office and road union employees, any new hires will hire in with the MERS Hybrid
Retirement Plan and employee only coverage for health insurance upon a full MERS retirement. This
replaced the MERS B 4 Retirement Plan that is in place for employees hired prior to the two dates listed
above. The B4 Plan is closed and cannot accept any new members for all units. If you are not familiar
with the Hybrid Retirement Plan this is a combination of a smaller defined benefit and a defined
contribution plan. The defined benefit portion has a 1.5 multiplier instead of the 2.5 multiplier on the B 4
plan and the Road Commission contributes 1 % of their gross annually to the defined contribution portion
of that plan.
In summary, we feel the Clinton County Road Commission is continuing to take steps towards reducing
our fringe benefit rates. Joseph Pulver, Managing Director and I are both fairly new at the Clinton County
Road Commission. Joe was hired in the summer of 2008 and in April of 2009 I was hired. In all honesty,
we have had our work cut out for us. Ten years ago it was a different story. The cost of health care was
more affordable, and at that time these benefits were not on the forefront area of concern as they are
today. Revenues were fair and expenses were much less. Ten years ago, asphalt was a third of the price
along with a multitude of other materials including insurance costs. Today's picture is much different,
with MTF revenues that have remained at the same level they were in 2000 and inflation that has all but
diminished our buying power. Today is a new day and time. I t is a continued effort on our part to
consistently examine our costs; benefit costs and otherwise.
I hope that I have answered all of your concerns and if you have any questions, please feel free to give me
a call. Thank you.
Respectfully,

Jennifer L. Rosser
Director of Finance
Clinton County Road Commission
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A. Total Payroll - Calendar/Fiscal 2 0 1 (see instructions)

A-1 Insurance opt-out payments made to employees inc!uded in total payroll on Line A, and in the
$
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
S
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)
B. Payroll Cost applicable to administrative personnel. including leave and longevity, for
$
Calendar/Fiscal20_1? (see instructions)
C. Leave and Longevity for non-administrative employees for CalendarlFiscal20~1(see
$
instructions)
D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarlFiscal
S
2
0
a (see instructions)
RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 , 2 0 1 1AND ENDING DECEMBER 3 1 , 2 0 L
OR FISCAL YEAR BEGINNING
20 A N D ENDING

2,480,036.22

A.

-73,465.23

AI.

A2.
322,795.1 5

B.

393,458.63

C.

42,696.83

D.

20 -

= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
non-administrativeleave and longevity
" = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, non-administrative leave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 20 11
or Fiscal Year of
to September 30.20
LEAVE and LONGEVITY applicable to nonadministrative ~ersonnel

COMPENSATION INSURANCE

2.30 %

FEDERAL SOCIAL SECURITY

S

189,286.04

Cost + A - (At+A2+C+D)"

8.94 %

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

S

412,076.95

Cost + A - (Al+AP+C+D)"

19.46 %

SELF-INSUREDOR OTHER RETIREMENT

S

0.00

Cost + A - (A1+A2+C+D)"

%

HEALTH AND ACCIDENT INSURANCE

S

13,154.14

Cost c A (AI+A2+C+D)"

0.62 %

HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYMENTS)
.-

$

872,351.95

Cost + A - (Al+AP+C+D)**

41.20 %

LIFE INSURANCE

S

0.00

Cost iA - (Al+A2+C+D)"

%

OTHER INSURANCE (IDENTIFY.): Sub. Abuse

S

1,798.00

Cost iA - (AI+A2+C+D) "

0.08 %

OTHER BENEFITS (IDENTIFY):

$

0.00

- (AI+AP+C+D)"

%

-

--

REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

2,407.51

CODE 187 - TOTAL LEAVE AND BENEFIT RATE

I Blecto,
TI

E

~COS
+ ~A

-

-Rev iA - (Al+AP+C+D)"

-0.11 %

I

93.91

%

I

nF G ~ W I C Q

DATE

I / / [1a01\

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Donald Babcock [da b@crawford-crc.com]
SenkTuesday, October 02, 2012 8:16 AM
Rep. Rick Olson

To:

The reason our benefit rate appears to be high is that we have had several employee's retire. At termination
retiree's receive a portion of their sick and vacation time, which MDOT also shares in the cost of per our labor
agreement, in fact this year we have had 3 retire and will again increase that line item on the 455c which
calculates to about the same percentage rate. I believe with out calculating the retiree's severance the
percentage rate will be around 98%.
Let me know if I can be of further assistance.

Donald A. Babcock
Managing Director
Crawford County Road Commission

-----Original Message----From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Thursday, September 27,2012 2:59 PM
To: dab@crawford-crc.com
Subject: County Fringe Benefit Rates

Dear Crawford County Road Commission Managing Director Donald A. Babcock,
This request for information is being generated to build the case for additional funding for
road and bridges, something I am still hoping we can get accomplished in the lame duck
session after the November 6 elections. Part of the case we need to build is that taxpayers are
currently getting value for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for
work performed on MDOT's behalf appear out of line in some cases. I know that there often
are good explanations for numbers or percentages that appear out of line, so I am seeking that
additional information.
The Michigan Department of Transportation(MD0T) requires counties under contract to
perform maintenance work on MSDOT 's road system are required to submit direct labor and
fringe benefit information MDOT form 455C. A copy of Form 455C is attached. Attached is a
worksheet combining FY 2010 fringe benefit information for all contract maintenance
counties. In addition to the information for the 66 counties, similar MDOT information was
provided for comparison purposes.
Based on that information, your county had total fringe benefit costs of 110.34% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and

RE: County Fringe Benefit Rates

above MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 24.35% appears to be particularly high. Please
explain. Also, please outline what actions you have taken to rein that cost in for the
future. The 2010 data was the latest I received from MDOT, so please also attach your
2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the
answers into a report I can deliver to the remainder of the legislators early in November. I
would not want to have to report "Failed to respond" for your county, as this will not help
convince other legislators that taxpayers are getting value for their money. Responses may be
from which this message is sent.
sent to my office e-mail address of rickolson~house.mi.~ov,

If you have any questions, feel free to give me a call. My cell phone is probably the best so
you don't have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792
rickolson~house.mi.gov
http://repolson.com

Re:County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Delta County Road Commission [office@deltacrc.org]
Sent:

Thursday, October 11,2012 2:25 PM

To:

Rep. Rick Olson;Rep.Rick Olson

Attachments:office@deltacrc.org~201210~1.pdf
(43 KB) ; FB Respone to Representat-l.doa (22 KB)

Representative Olson,
Please find attached our response to your questions regarding our fringe
benefit rate and our MDOT 455C Form for FY 2011.
Please respond to let us know that you have received this from us, as the
email address you gave and indicated that it was the address the email to us
was sent from were not the same, so I put in both addresses to try to make
sure you received it by the date you requested. Please confirm your receipt
of our response.
As indicated in the attachment we are more than willing to help you with
this in any way we can so please let us know if there is anything else you
need or if you have any questions regarding our response.
Thank you.
Amy J. Reinhardt (for Managing Director Rob VanEffen)
Finance Director
Delta County Road Commission
3000 32nd Ave No.
Escanaba, MI 49829
Ph. (906) 786-3200
Fx. (906) 786-1510
Email amy@deltacrc.org
----- Original Message ----From: "Rep. Rick Olson" <district055@house.mi.gov>
To: "Office" <office@deltacrc.org>
Sent: Thursday, September 27, 2012 4:06 PM
Subject: County Fringe Benefit Rates

Dear Delta County Road Commission Managing Director Rob VanEffen,
This request for information is being generated to build the case for
additional funding for road and bridges, something I am still hoping we can
get accomplished in the lame duck session after the November 6 elections.
Part of the case we need to build is that taxpayers are currently getting
value for money.
It has been brought to my attention that the fringe benefit rates paid'by
MDOT to counties for work performed on MDOTrs behalf appear out of line in
some cases. I know that there often are good explanations for numbers or
percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under
contract to perform maintenance work on MSDOT 's road system are required to
submit direct labor and fringe benefit information MDOT form 455C. A copy
of Form 455C is attached. Attached is a worksheet combining FY 2010 fringe
benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided
for comparison purposes.

Re: County Fringe Benefit Rates

https://ch 1prd04 I I .outlook.comlowddistrict055@house.mi.gov/?ae...

Based on that information, your county had total fringe benefit costs of
100.68% of non-administrative payroll in 2010, higher than the median 100%
of the 65 counties, and above MDOTrs FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is high. Also,
please outline what actions you have taken to rein that cost in for the
future. The 2010 data was the latest I received from MDOT, so please also
attach your 2011 Form 455C to your response.
I would appreciate a response no later than October 12, to allow me time to
compile the answers into a report I can deliver to the remainder of the
legislators early in November. I would not want to have to report "Failed to
respond" for your county, as this will not help convince other legislators
that taxpayers are getting value for their money. Responses may be sent to
my office e-mail address of
rickolson@house.mi.gov<mailto:rickolson@house.mi.gov>, from which this
message is sent.
If you have any questions, feel free to give me a call. My cell phone is
probably the best so you don't have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48176
734-944-0794, 734-646-5286 cell
olson48176@comcast.net<mailto:olson48176@comcast.net>
Office :
989 Anderson House Office Bldg.
517-373-1792
rickolson@house.mi.gov<mailto:rickolson@house.mi.gov>
http://repolson.com
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OR FOR COUNTY FISCAL YEAR ENDING 2011
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COUNTY ROAD COMMISSION
Delta County Road Commission
-

--

A. Total Payroll - CalendarlFiscal J102

$

1,401,343.49

A

$

7,500.00

A1 .

(see instructions)

A-1 Insurance opt-out payments made to employees included in total payroll on Une A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also Included in the benefit costs
below, but are not Included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)

$

B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarIFiscal 2021 (see instructions)

$

206,259.98

B.

$

194,659.10

C.

$

46,211.86

D.

C. Leave and Longevity for non-administrative employees for ~alendarl'~iscal2OVJ (see
instructions)

D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarlFiscal
2011_ (see instructions)

A2.

RATE TO BE USED DURING THE CONTRACT PERIOD
ENDING DECEMBER 31,20BEGINNING JANUARY 1,20-AND
OR FISCAL YEAR BEGINNING October I
2 0 1 L AND ENDING September 30 2 0 5

= Base for leave = total payroll less insurance opt-out payments, non-leavelabor, administrative payroll (including leave and longevity) and
non-administrativeleave and longevity.
" = Base for other beneflts = total payroll less insurance opt-out payments, non-leave labor, non-admlnlstrativeleave and longevity, and
adrnlnistratlve leave and longevity.
All costs used in compuUng rates are taken from Activity 51 3 of the Board for the calendar year 20or Flscal Year of 10 to September 30.20 11
*

I

I

I

LEAVE and LONGEVITY appllcabb to nonadrnlnistratlve wrsonnel
COMPENSATION INSURANCE
FEDERAL SOCIAL SECURITY
MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

1
I

INS. CO. (Retlrement)
SELF-INSURED RETIREMENT PLAN

-

$

16,268.73

Cost iA (AI+A2+C+D)

$

105,917.01

IC-t + A (Al+A2+C+D)

$

614,407.46

lCost + A (Al+A2+C+D)

-

4

1.41

YO

9.1 9

%

'1

-

$

Cost + A - (AI+A2+C+D)**

$

Cost + A - (AI+A2+C+D)*'

%
%
-

HEALTH AND ACCIDENT INSURANCE

$

HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYMENTS)

$

-

Cost + A (AI+A2+C+D)"

427,931-50

I

LIFE INSURANCE

Cost

+

-

A (A,+A2+C+D)

ICOS~-I-A

37.12

**I

(Al+A2+C+D)

%

-

0.04

%

13,469.07

Cost + A (Al+A2+C+D)"

OTHER BENEFITS (IDENTIFY):

$

450.00

Cost i A (Al+A2+C+D) "

PREPAREDBY

Amy Reinhardt

I
TITLE

Finance Director

0

1

. '

%

1.17

$

CODE 187 TOTAL LEAVE AND BENEFIT RATE

Yo

-

OTHER INSURANCE (IDENTIFY.):

-

%

%
DATE

Nov 0 1 , 2 0 1 1

Dear Representative Olson,

fi4 /+A

In response t o the reasons why our fringe benefit rate has increased over recent years I would
offer the following explanations:
1. Over the past several years our total number of employees has decreased. We have
not replaced positions as employees have retired or left employment. This caused
our total labor costs t o remain the same or even be less than in prior years. On the
other hand, cost of benefits such as health insurance and retirement have steadily
been increasing. This results in the total cost of fringe benefits being a higher
percentage of the total labor costs.
2. Our costs paid t o the Municipal Employees Retirement System for our employee's
retirement program are very high due t o our unfunded accrued liability. We are
required t o pay a higher percentage of payroll than what our "normal cost" would
be t o reduce that unfunded portion.
3. In addition t o having fewer employees, our employees have received little t o no pay
rate increases in recent years in order t o keep the benefit package they receive
intact or close t o the same. That also makes the percentage higher. Other road
commissions, or perhaps even MDOT, may have a lower level of benefits for their
employees but may have a higher rate of pay, which would cause their fringe benefit
percentage t o be lower while the total "compensation" given t o their employees
may be more comparable.
4. The fringe benefit rate does not equate however t o what the employee actually
receives, due t o the fact that a large portion of the expense for the MERS retirement
program is t o pay toward our unfunded liability rather than being costs only
associated with current employees.
5. Other benefit costs have been rising while our offsetting labor costs have been
remaining stable or decreasing.
I am forwarding a copy of our Fiscal Year 2011 455C and you will notice that our fringe benefit
rate increased significantly again. The biggest contributor t o the increase is that we budgeted
and paid an additional payment of $200,000.00 t o MERS t o be applied t o our unfunded accrued
liability. We made the same payment again at the end of Fiscal Year 2012. While these
payments increase our fringe benefit rate we feel that we need t o address the unfunded
liability and as that is reduced the monthly rate of payroll that we are required t o pay will
decrease. That may be several years down the road, but if we don't do something the problem
will only get worse.

Looking at Fiscal Year 2011, the $200,000 payment t o MERS calculated t o be approximately
17% of the total applicable labor costs for that year. That would explain most of the increase
between the 2010 rate and the 2011 rate. Other costs would have increased such as health
insurance and unemployment insurance - while our total labor costs for 2011 were
$1,401,343.49 versus $1,470,761.05 for 2010. Again, the costs increased but the labor cost t o
apply it t o decreased.

As far as actions we have taken t o try t o reign in the benefit costs, we feel we are somewhat
limited in what we can do. We have lowered the benefit level in the MERS Retirement Program
for new hires as well as requiring new hires t o contribute 3% of their payroll toward the
retirement program. We have the hard cap limits in place for health insurance beginning in
2012 which could possibly lower our benefit cost for that - probably not right away but in the
future years. The benefits our employees receive are negotiated through collective bargaining
agreements and therefore changes can only be made through the bargaining process which is
typically every three years. Unfortunately, in regard t o the retirement program, we can't see a
way t o significantly decrease our annual costs at this time due t o the remaining unfunded
liability. The unfunded liability was created by actions of prior management and board
members' decisions and unfortunately the only thing we are able t o do is continue t o pay an
increased amount until the liability is reduced.
Please feel free t o contact us if you have any questions regarding these explanations or if there
is anything else you need. We thank you for your efforts in building the case for additional
funding for road and bridges, and will cooperate with you in those efforts in any way we are
able.

Sincerely,

RobVanEffen
Managing Director

October 8,2012

ROAD CO?fl.\~lISSION
1I07 S. Milwaukee Ave.
P.O. Box 519
Iron Mountain, MI 49801

(906) 774-1588
FAX (906) 774-7227

The Honorable Representative Rick Olson
55"' Legislative District
525 Judd Road
Saline, Michigan 48176
RE: County Fringe Benefit Rates
Dear Representative Olson:
I received your e-mail request on October I,
2012 regarding our fringe
benefit rate and the cost of hospitalization in 2010. Therefore we
respectfully offer the following:

Board of Road Commissioners
James Harris
Chairman
Dave Brisson
Vice Chairman
Ron Milbrath
Member
Aftan Silski
Member
Jim Carey
Member

- We were in the last year of the union contract in 2010 which had
begun in 2007. Over the course of five years, as people retired, they
were not replaced, but the cost of our health insurance continued to
see double digit increases. By August of this year, it was apparent
something drastic needed to be done with the cost of the health
insurance. Therefore, mid-contract, we started administrating it
differently by changing to a high deductible plan.

- In 2010, we removed four federal aid projects in the amount of
$1,368,000 from our budget in order to eliminate the total local match
of $273,600.
- In 2011, the union rolled the contract for one more year and made
concessions by taking no pay increase and administrative wages were
also frozen in an effort to contain costs.
- We also had a six month layoff in 2011 of '/2 of our crew and three

James Harris, Jr.
Superintendentof Operations
Lance Malburg, P. E.
Engineer
Sandra Lindhofm
Director of Finance

administrative employees.

- Three employees were not called back to work at the end of the layoff
in 201 1 in order to decrease staff. Vacation and sickleave banks had
to be paid out which will drive your fringe rate up.

Page 2

- We had three long-time administrative employees retire in 2011 and their vacation and
sickleave banks had to be paid out which significantly drove our fringe rate up at the
end of the year. Only one of these positions (Engineer) were hired from the outside.
The other two were filled internally therefore not creating new wages to offset the cost
of the bank payouts. This also contributed to the increase in our fringe rate.

- There were no equipment purchases made in 2011 nor where there any significant
inventory purchases. Virtually every purchase was scrutinized.

- In 2012, we have gone to one of the highest deductible plans Blue Cross offers.

Road
Commission employees contribute to their health insurance too, that portion over the
"hard caps" set in PA152. We also met with all our retirees and informed them their
insurance had to also change to a high deductible plan because the Road Commission
was no longer able to afford the premiums. We find utilizing a TPA to wrap the
deductibles back to the original amounts has still allowed six digit savings in our health
insurance this year.

- We had another layoff this spring in 2012 for a 10 week period and only a skeletal
crew remained during this time.
Moving forward with decreased staff this year, no banks left to pay, and the changes to
our health insurance have enabled us to get back on our feet financially which has been
an upward battle since the last quarter of 2009.
We continue to try to be more efficient in every aspect of doing business by changing
out the lightbulbs in our garages to fluorescent to moving our sign shop and break room
into the only garage we now need to heat. The temperature is set to 50 degrees in the
outer three garages.
We have also changed the way we keep our crews busy in the wintertime when it is not
snowing by having them do work which is needed, but is the least costly to perform
such as brushing.
1 hope I have answered your questions. I am free to be contacted anytime with
anything else I can provide to you.

I would be happy to do so.
Sincerely yours,

Sandra Lindholm, Director of Finance
Dickinson County Road Commission
Enclosure

DISTRIBUTION

will result in non-payment for services.

equired by Act 17 of 1925. Failure

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 , 2 0 1 1 AND ENDING DECEMBER 3 1 , 2 0 1 1
OR FISCAL YEAR BEGINNING
20 A N D ENDING

20 -

+ = Base for leave =total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
non-administrative leave and longevity
" = Base for other benefits = total payroll less insurance opt-out payments. non-leave labor, non-administrative leave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 2 0 1 1
or Fiscal Year of
lo September 30.20
I

I

LEAVE and LONGEVITY applicable to nonadministrative personnel

1

$

201,408.64

Cost + A - (Al+AZ+B+C)

1

21,620.52

ICOS~-

FEDERAL SOCIAL SECURITY

$

108,362.27

Cost + A - (Al+AZ+C+D) "

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

%

206,468.52

Cost t A - (Al+AZ+G+D) "

COMPENSATION INSURANCE

SELF-INSURED OR OTHER RETIREMENT

1

I$

HEALTH AND ACCIDENT INSURANCE
HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYMENTS)
LIFE INSURANCE

1

OTHER INSURANCE (IDENTIFY.): 716
OTHER BENEFITS (IDENTIFY):

722/722.01/723

REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

21.35 %

2.02

+ A (Ai+Ax+D)-I

I ~ o s l +A - (Al+AP+C+D)

"1

ICost + A - (AI+A2+C+D)

.'I

,

%

10.13 %
19.30 %
%
%

$

804,284.05

Cost -: A - (Al+AP+C+D) "

$

4,971.35

/Cost + A - (Al+A2+C+D)**I

0.46 %

S

487.65

Cost + A - (Al+A2+C+D) "

0.05 %

S

2,785.24

Cost c A (Al+N+C+D) "

-

75.20

%

0.26 %

I

CODE 187 - TOTAL LEAVE A N D BENEFIT RATE

128.78

%

GENESEE COUNTY ROAD COMMISSION
Servin~the motorists of Genesee Countyfor more than 100years
2 l1 W.Oakley Simct
Flint, M148503-3995
Wcbsite: www.gm.org
Board rnectings: f i a t and t h i i Tucsdays a1 10:OO AM.

Phone: (8 10) 7674920
Toll Frcc: (800) 2494027
Fsx (810) 767-5373-Administration
Fw (8 10) 767-3634 - Mainhance

FAX MEMORANDUM (517.373.7757) & FIRST-CLASS MAIL

October 12.2012
Hon. Rick Olson
State Representative, District 55
S-989 House Office Building / Pb. Box 30014
Lansing, MI 48909
Re:

County Fringe Benefits Rates

Dear RepresentativeOlson:
Attached is the response to your inquiry of September 27,2012 concemlng county fringe benefits.
To ensure an accurate comparison ofservices rendered, 1 assume that you are, by separate
correspondence, soliciting the same information from cities and villages in Michigan that perform work
on the state trunklines by contract with the Michigan Department of Tnnsportation. If you are not
soliciting this information then, Iwould ask why not since the inclusion of this additional information
would seem to be necessary in order to project a complete and accurate assessment and to avoid
possibility of flawed conclusions.
In the future, you may want to consider soliciting this informationthrough the County Road Association
of Michigan to ensure a consistent and timely response.

The Genesee County Road Commission looks forward t o working with YOU to ensure that that the
funding for Michigan's roads is sufficient to support the needs of Michigan's economy
Sincerely,

0

Manager Director

Xc:

U

Genesee County Board of Road Commissionen
CRAM

Our inksion, ns Genesee County Road Comrnis.~wnentpioyees, is to colledively provide and maintain a safe,
cost-eficient and qudiiy county road system for the motorists in Genesee Couniy, Michigan

Genesee County Road Commission
Explanation of Form 455C Fringe Benefits
For Fiscal Year Ended September 30,2010

On the original 455C for fiscal year ended 9/30/2010,the Post Employment Benefit Insurance
amount was $2,476,034 (32.45%) and the Hospital Insurancewas $4,495,334 (58.91%).
Included in the hospital insurance amount were our payments for retiree health care and should
have been included in the Post Employment Benefit Insuranceamount. After this adjustment,
the Post Employment Insurance is $4,862,285 (63.72%) and the Hospital Insurance is $2309,083
(27.64%).

Fiscal year 2010 was our first year funding the Other Post-Employment Benefits. Until that fisl
year, the Road Commission had only paid monthly premiumsfor retirees as they came due. We
are in year four of a 20 year amortization schedule to fully fund the Retiree Health Care Trust
Account. After the 20 years, the trust account will pay the current retirees and the Road
Commission will only fund for active employees. We currently make 100%of the contribution
that is recommended by the actuary to stay on the 20 year plan.
Currently, the Raad Comrnission is paying 200 health insurance premiums per month for retirees
compared to 131premiums for active employees. The Road Commission has decreased its
active workforce. Therefore the total payroll has significantly decreased resulting in higher
fringe rates. fewer active people payingfor more retirees.
The Road Commission utilizes a self-funded plan for most of its health care policies. We have
experienced increases In total health insurance between 3% and 4%. Most of our policies have
monthly premiums that were already below the State cap that passed thls year. In fiscal year
2012, we experienced a 5.48% reduction in health insurance expense. Most of that decrease is
due to reduction is our number of employees.
We are continually working with Health Insurance representativeto look for savings. We have
adjusted our stop toss ta save us a significant amount in the current contract year. The cap will
be in effect for all employees by fiscal year 2014 and we will see more savings a t that time.
We are working with our unions to change the retirement health care benefits for all new hires
at the Road Commission.
r

The Raad Commission does have a high fringe rate but we are proud of the fact that we have
adjusted our budget and our operations to fund the Retirement Benefit a t the level
recommended.

Genesee County Road Commission
Notes to FinancialStatements
September 30,2011

Annual required contribution (recommended)
Intereston the prior year's net OPE0 obligation
Less adjustment to the annual required contribution
Annual OPEB cost
Amounts contributed:
Payments of current premiums
~dvancefunding
Decrease in net OPEB obligation
OPEB obligation beginning of year

-

OPEB obligation end of year

The Road Commission's annual OPE6 cost* the percentage of annual OPEB cost contributed to the plan,
and the net OPEB obligation for the current and precedingyear wen as follows:

Fiscal
Year
Ended

Annual
OPEB
Cost

Percentage of
Annual OPE0
.Cost Contributed

Net
OPE0

Obli~ation

FundedStotus and Funding Progress. The funded status of the plan as of September 30,2010 {the most
recent valuation date) was as follows:
Actuarial accrued liability (AAL)
Actuarial value of plan assets
Unfunded actuarial accrued liability (UAAL)
Funded ratio
Annual covered payroll (09/30/10)
UAAL as a percentage of covered payroll

5 52,714,n4
7,998,488
s . c A a 2 %

15%
$

9,023,093
496%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples indude
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectation and new estimates
are made about the future. The schedule of funding progress* presented as required supplementan/
information followingthe notes to the financial statements, presents multiyear trend information
about
whether the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial
accrued liabilitiesfor benefits.
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Genesee County Road Commission

A Total Payroll - Calendarfisc~l20fl (sw instructions)
A-l Insurance apt-out paymentsmade to employees included in total payroll on Une A, and In the
benefit costs belaw.
A-2 Other non-leave labor costS in total payroll on Line A tfiat are also Included in the benefit costs
below,but are not induded in the leave and longevity on Une C (for example, labor applicable to
retm pay, jury duty or on-theiob iniury)
B. PayroU Cost applicable to administrative personnel, induding leave and longevfty,for
CalendarlFiscaI2010 (see instructions)
C. Lemre and Longevity for non-administrativeemployees for CalendarlFiscal20fi (see
instructions)
D. Leava and Longevityfor administrativepersonnel that is included In tine 0. for C a b n d a r f f i l
2 M l (see instructions)
RATE TO BE USED DURING THE CONTRACT PERldD
I.

9,023,093.34

A

$

106,6M).W

A1

$

21,415.11

A2

$

81,425.19

0.

$

1.218,277,45

C.

$

45,827.1 1

D.

.

ENDING DECEMBER 31120,

BEGINNING JANUARY 1,20-AND
OR FISCAL YEAR BEGINNING -be?

$

Z O & A N D E N D l N G ~ ~ ~ 2 0 ~

I

= 5868 for lsave = tutal payroll Less insurance optout payments, non-!eave,labor, admlnlstntiw payroll Onduding Ism and longevity) and
nan-adminktmdve leave and IOng8vity.
rr = 889e far aberbenefit6 =total payrPH less insurance opt-out payments, nofkleave labor, nonsdminktmth leave and Ion&.
end
adrnlnlstratii kave end langevihr.
- .
All costs used In computing mtes Cn taken from Acthri& 51 3 d tha Board forthe celerrdatyear 20or Fisml Yeer of 10 to September 30,20 10
*

--

LEAVE and LONGNrrY applicable to nona d m l n i i k persmel

COMPENSATION INSURANCE

/

308,663.00

i

MICHIGAN MUNICIPAL EMPL RmREMENT
SYSTEM

Ir

21476.034.00

I

S

1,785,430.92
-

$

153,160.68

OUT PAYMENTS)

8

4,495,334.1 1

UFe INSURANCE

1O

26.809.03

(IDENTIFY.): Dental.Optlcal

1

134.1 01.60

OTHER BENEF~TS(IDENTIW):EAP,Educ Reim

I

HOSPITALlZATlONINSURANCE llNCLUDlNG O P T

O ~ E IN
RSU-

1

I

19,837Al

CODE t87 - TOTAL LEAVE AND BENEFIT RATE
-.

PREPAREDBY

-1

(coa+ A - (~~+u+c+q

TIl7.E

Fiance Director

4.04

%

%

32.45

%

23.40

%

2.01

%

58.91

%

!cost + A - (AI+A2+C+D) *)

0.35

%

Cost + A - (Al+A2+C+D)

1.76

%

0.26

K

148.81

%

I

Cost + A - (AI+A2+C+D) *
I

-

I

Cost * A W+A2+C+D) "
Cart * A IAl+AZ+C+O)

I

S

%

-

I

I

I - ~ E A LAND
~ ACCIDENT INSURANCE

-1

16.04

I

Cost + A - (Al+AZ+C+D)

S

SELF-INSURED RSIREMENTPLAN

/ M *A- ~l*+C+o)
I

I

Post Em~lovmentINS. CO. (Retirement)

Cost + A - (Al+A2+B+C)

1,218,277.45

I

-

lcost + A (AI+M+C+D)

a

I

DATE

Jan 06,201 1

GENESEE COUNTY ROAD COMMISSION

-

i
0

ri

-

m

Q

Yeer
(1)

ARC
(2)

Net OPEB
Obligation

(31
conhib+(l2) int% x (9)

ARC
Adjustment
(4)

k.. 7l.P

CASB 45 Cost and Obllgntion
Change in
Con:
Net(i'EE3
bution
Obli ation

(2P(3)-(4)

(6)-(7)

Net OPSB
0blz011

Balance

1

Amort.

Amort. Of

(Gain)

Losd(Gain)

(10)

(1 2)
(13)!(11)

BB++(S)

#-I

141.01 2

283,329
430,988
585,137
745,436

913.5LS
1,088,992
1,277,488
1.476.400

1,692,232
1.9 19,760
5 164.128
2,424.9 B 1
2,702,882
3,OO 1,475
3332,3 17
3,693,318
4,089.123
4.54 1.998
5,071,414

-

BB Beginning Balanco for Ihe yter

Ending

Balance
03)
BBBx(l+inlY~)
+(I 0)4l2)
2,490,705

4,909,977
7.3 19,363
9,726,200
12,111,070
14,485,456
16,826,135
19.1 99,579
2 134 I,! 58
23,917,911
26,222,568
28,492.1 89
30.68 1.575
32,754.573
34,706,426

36,607,656
38,355,376

39,9 1 1,787
41,381,671
42,779,060
44,022,255

Rick Olson
From:
Sent:
To:
Subject:
Attachments:

Mark P Sohlden [msohlden@gladwinroads.com]
Friday, October 12, 2012 12:38 PM
olson48176@comcast.net; rickolson@house.mi.gov
Gladwin County Road Commission Fringe Benefit Rates
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Importance:

High

To: Representative Rick Olson, 55th Legislative District
Good afternoon Representative Olson,
A reply to your September 27, 2012 email is shown in the attached letter. The original letter will be sent to you by mail.
For your information, I checked out your biography on the state website and noticed that you are originally from the
Hancock and Houghton area.
I am originally from Hancock and graduated from Hancock High School in 1975 and also from MTU. My uncles name was
Arthur Olson and they had a cottage along the Houghton Canal. My Mother's maiden name is Kuru and my grandparents
used to own the Blue Top Cabins, which were located near Schmidts Corner.
Who knows, maybe we are someway related??
Regardless, it is good to see a former Yooper in the legislature and we appreciate all that you are doing to assist with
transportation funding.
Please call or email me if you have any questions regarding the information we provided.
Mark
Mark P. Sohlden
Managing Director
Gladwin County Road Commission
301 South State Street
Gladwin, MI 48624
989.426.7441
989.426.2735 Fax
msohlden@~ladwinroads.com

- Gladwin
i

County
Road
Commission

October 12,2012
Mr. Rick Olson, State Representative
55thLegislative District
525 Judd Road
Saline, MI 48176
Re:

Gladwin County Road Commission
County Fringe Benefit Rates

Dear Representative Olson,
This letter is in response to the email that you sent to my attention at the Gladwin
County Road Commission (GCRC) on September 27,2012.
1. The main reason why our total fringe benefit cost is so high is because of the
continued annual increases in health insurance costs that Blue Cost Blue
Shield (BCBS) is charging us. This is explained further in Item No. 2 below.
2. The high percentage for hospitalization insurance costs can be attributed to
the following:
The average rates for our BCBS insurance increased drastically since 2007
as follows:
12.0%forJulyl,2007rates
12.74% for July I , 2008 rates
10.7% for July 1, 2010 rates
11.8%forJulyl,2011 rates
Note: We negotiated a new contract with the United Steel Workers Union
(USW) on August 19,2009 and changed our BCBS insurance plan from a
Flex Blue Plan to a Community Blue Plan to reduce our insurance costs. The
July I,
2012 insurance rates increased by an average of 19.6% until our new
insurance plan became effective on August 1,2012.
3. The GCRC has taken the following actions to try to "Rein in" hospitalization
insurance costs:
A. Changed insurance agents and our insurance plan from the BCBS
Flex Blue Plan to a Community Blue PPO Plan as a part of
negotiations for the union contract that was approved on August 19,
2009.

901 25ew& State M Gwwln, Michigan 48624

Phans (989)446-7441

October 12,2012
Representative Rick Olson
Page two
B. Changed the insurance plan for our Medicare eligible retirees from a
BCBS Plan to a Seniors Choice Plan in year 2009 for a cost savings.
We once again changed their insurance plan from the Seniors Choice
Plan to a plan with United American and Express Scripts in January,
2012 for additional cost savings.
C. Increased employee contributions towards health insurance on an
annual basis since year 2007.
D. Eliminated Retiree Health Insurance for employees that are hired after
August 19, 2009 and retire from the GCRC. Instead of providing
retiree health care, the GCRC is contributing up to a maximum of 1%
of the employees pay towards a Health Care Savings Program (HCSP)
while they are employed at the GCRC. The employees need to also
contribute a minimum of 1% of their pay to the HCSP.
E. Changed insurance agents and our insurance plan from the BCBS
Community Blue PPO Plan to a BCBS Simply Blue Plan as a part of
negotiations for the union contract that was approved on July 18, 2012.
The new insurance plan along with employee contributions will allow
the GCRC to comply with the hard cap amounts shown in Public Act
(PA) 152 of 2011.
4. A copy of our Report of Employee Benefit Cost; Michigan Department of
Transportation (MDOT) Form No. 4556 for the Calendar Year Ending
December 31,2011 is attached as requested.
Please note the followina:
1. Our contract with the USW Union typically runs for a three (3) year period, so
in the contracts prior to our most recent contract approved on July 18, 2012,
we were required to provide the same insurance coverage to our employees,
therefore, we were unable to change our insurance and reduce costs without
reducing benefits.
2. Being you are comparing the fringe benefit rates for the MDOT to county road
commissions, I feel that the wages and salaries for the MDOT employees
need to also be compared to the wages and salaries for road commission
employees. If per chance the MDOT wages and salaries are higher than
those of road commission employees, it would have an impact on the
percentages for fringe benefits therefore the difference in wages needs to be
considered.

October 12,2012
Representative Rick Olson
Page three
PA 152 of 2011 is having a major impact on our employees and is creating
additional undue financial burden for employees that need to utilize the health
insurance. I believe that the State Legislators should have considered wages
and benefits when they considered this piece of legislation in 2011. I ,worked
in private industry for a civil engineering consultant for over twenty nine (29)
years before coming to the GCRC in 2007 and I believe that there is a
substantial difference between wages and benefits for the private industry as
compared to governmental agencies. Cutting the benefits for governmental
agencies has in essence given their employees a "pay cut" for those that
need to utilize the insurance.
4. Someone in Lansing and in Washington, DC needs to "Rein in" the costs for
the health insurance industry, oil industry, and other major industries, as they
continue to pass on substantial price increases to their consumers, which is
having a major impact on the entire United States and its citizens.

Please contact our office if you have any questions regarding this information.
Very truly yours,
Gladwin County Road Commission

Mark P. Sohlden
Managing Director
Enclosure
\\Gladwin2\Shared\Mark's Sewer Folder\Legislators\lO-12-12-Rep 0lson.doc

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Darren Pionk [dpionk@gogebic.org]
Sent:
Thursday, October 11,2012 1:16 PM
To:
Rep. Rick Olson
Cc:
jniemela@localroads.net
Attachments:MX-M363N-20121011~121234.pdf (113 KB) ; MX-M363N-20121011-121302.pdf (47KB)

Per your request, attached is my explanation letter for our fringe benefit rates. I also have attached the 2011
Form 455C as you requested.
If you have any questions, please contact me at your convenience.

Respectfully,
Darren Pionk, P.E.
EngineerIManager
Gogebic County Road Commission
From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Wednesday, October 10,2012 1:44 PM
To: Darren Pionk
Subject: FW: County Fringe Benefit Rates

From: Rep. Rick Olson
Sent: Thursday, September 27, 2012 3:02 PM
To: gcrc@qoqebic.org
Subject: County Fringe Benefit Rates

Dear Gogebic County Road Commission Manager Darren Pionk,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.

The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 20 10 fringe benefit information for all contract maintenance counties. In addition to

RE: County Fringe Benefit Rates

https://ch 1prd04 1 1 .outlook.com/owa/district055@house.mi.gov/?ae...

the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 110.20% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 20.44% and Hospitalization Insurance percentage of
54.84% appear to be particularly high. Please explain. Also, please outline what actions you
have taken to rein that cost in for the future. The 2010 data was the latest I received from
MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson@house.mi.~v,from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 481 76
734-944-0794,734-646-5286 cell
olson48 176@comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792

Gogebic County
Board of County Road Commissioners
ART LYONS
Clnir~niul
Iro~~wood
ROY A. D'ANTONIO
Commissioi~er
Watersmeet
ROBERTJACKSON
Commissioner
Wakefield

200 NORTH MOORE STREEl'
Courtllouse hmex
Bessemer, Micliigai 4991 1
(906) 667-0233
(906) 667-0234
F m (9067 6634807
&mail: gr~@~ogebic.org

Rick Olson, State Representative
55" Legislative District
525 Judd Road
Saline, MI 48176

ROY MINKIN
Vice-Clnirm;ul
Mareilisco
DON BES
Commissioiler
Bessemer
DARREN PIONK
B~gineer/Mamger
Bessemer
October 11,2012

REk County Fringe Benefit Rates
Response to your inquiry

Dear Rep. Olson,
I received your email message and spreadsheet attachment regarding the County Fringe Benefit Rates. As indicated
in your letter, you are asking for an explanation why the percentage on the Road Commission's Leave and Longevity
as well as Hospitalization Insurance appear to be particularly high. My response is as follows:
Leave and Longevity
The Gogebic County Road Commission's leave and longevity benefit includes all vacation, sick leave, holiday pay,
longevity pay and jury duty.

9 The sick leave component can fluctuate depending on the sick leave usage by employee; however employees
obtain 8 hours per month with a maximum bank credit of 960 hours. Road Commission does not have any
short term or long term disability insurance to employees other than workers compensation.

P Vacation amounts to approximately 1/3 of the leave and longevity amount. It is on a graduated scale
starting with one week vacation after your IS'year of service and increases to 4 weeks of vacation after your
2othyear of service.

9 The Road Commission recognizes 8-?4 days of holidays in a yew.
Longevity pay and Jury Duty amount to approximately 3% of the amount.
Actions Taken by Management
The Gogebic County Road Commission has modified the sick leave payouts during bargaining unit negotiations in
2009.
9 Road Commission negotiated a reduced cash payout equivalent to 480 hours of unused bank credits and is on

a percentage basis based on years of service. This action has reduced the road commission's leave and
longevity benefit payouts approximately 9.5 % over a two year period. This trend will continue in the future
as employees retire.

HospifalizationInsurance
The Gogebic County Road Coinmission pays for employee health insurance until age 65. Therefore, the Road
Commission has more individuals collecting health insurance as more employees retire. This is the predominant
factor in our hospitalization insurance benefit rate.
Actions Talcen by Management
The Gogebic County Road Commission offers health insurance to employees on a "hard cap" basis. The Road
Commission has had the same hard caps amounts for employees for over six years without an increase in cap rates.
Therefore, any increase in health insurance premiums costs have been absorbed by employees at 100% through plan
changes or payroll deductions.

9 Road Commission negotiated language that will reduce exposure to Post-Employment Benefits in the future.
Effective January 1,2010, all new employees hired after this date shall receive no health insurance coverage
by the Employer upon retirement. Since implementation, the road commission has replaced 17.4% of the
non-administrative employees that fall under this guideline. Therefore, Post-Employment Benefits for health
insurance will be reduced in the future as employees are replaced with new hires.

>

The Road Commission will be implementing the requirements of PA 152 starting January 1,2013.
Preliminaly estimates indicate that a reduction of 15% in Hospitalization Insurance benefits will be
recognized next year.

Additional notes
In reviewing your spreadsheet that itemizes the cost breakdown for fi-inge benefits on a percentage and dollar value, I
offer my quick analysis pertaining to Gogebic County Road Commission:
I) When reviewing Gogebic County Road Commission's Leave and Longevity percentages and comparing that
with MDOT's, please add in all components of MDOT's benefits that are included in ours. If the
percentages are correct on the spreadsheet, I calculate MDOT's equivalent rate to be 21.16%, which is higher
than the Road Commission's at 20.44%.
2) Your spreadsheet is very well organized and provides good data for comparing road commissions and
MDOT, however looking at percentages alone does not teU the entire story. All the benefit percentages are

based on payroll. If payroll is reduced significantly and benefit costs remain the same or increase, the benefit
percentage based on payroll will increase. For example, over the past two years, Gogebic County Road
Commission's payroll was reduced by $176,613 and the leave and longevity benefits have: reduced by
$25,100. This is a total reduction in labor and benefit expenses of $201,713. However, over this same
time frame, leave and longevity benefit percentage increase by 2.04%.
Additionally, Hospitalization Insurance benefit costs have remained the same over the same two year period.
Factoring in the reduction in payroll, the benefit percentage increased by 10.41% but actual cost to the Road
Commission did not increase.
3) Health Insurance costs for Gogebic County are inflated because of our location. First, we are located at the
western end of the U.P. with minimal insurance providers. Second, the county borders Lake Superior and
Wisconsin. Opening opportunities up with Wisconsin Insurance providers may provide some additional
relief to our health insurance situation.

As explained, Gogebic County Road Commission has made several steps in confronting benefit costs over the
past few years. We have also reduced our workforce to severely low levels while still providing a reasonable
service level to the public. To combat the winter season, we have just enough employees (fulltime and seasonal)

i

to fill ow required snowplow routes and repair garage only. No reserve personnel to fill in for .sickemployees,
employees that may get injured, or would like to take a day off for personal reasons. Zero!

I anticipate the information I provided answers the questions you have regarding our fiinge benefit costs. If you
wish to discuss these iteins in more detail or have further questions regarding Gogebic County Road
Co11unission, please contact me at your convenience.
Respectfully,

Go5F~

Darren ro , P.E.
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COUNTY ROAD COMMISSION
G O G E B I C COUNTY R O A D COMMISSION
A. Total Payroll - CalendarIFiscal 2 0 1 (see instructions)

f

1,553,277.07

$

27,650.00

A.
A1 .

$

118,319.57

A*,

B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarlFiscal 20- (see instructions)

$

0.00

B.

C. Leave and Longevity for non-administrative employees for Calendar/Fiscal20_1_1(see
instructions)

$

241,058.60

C.

$

0.00

D.

A-1 insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.

A-2 Other non-leave labor costs in total payroll on Line A that are also included in Ule benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)

D. Leave and Longevity for administrative personnel that
20-

is included in Line B, for Calendar/Fiscal

(see instructions)

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY I,
2 0 L A N D ENDING DECEMBER 3 1 , 2 0 1 1
OR FISCAL YEAR BEGINNING
20 A N D ENDING

20

i
j
,1

1

1!
i

i

f!
t

-

1

i

= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
non-administrative leave and longevity
*' = Base for other benefits =total payroll less insurance opt-out payments, non-leave labor, non-administrative kave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 20 11
to September 30,20
or Fiscal Year of

LEAVE and LONGEVITY applicable to nonadministrative personnel

-

241,058.60

Cost + A (Al+A2+B+C) '

COMPENSATION INSURANCE

$

22.71 3.55

Cost + A - (Al+AZ+C+D) "

FEDERAL SOCIAL SECURITY

$

118,319.57

Cost+ A (Al+A2+C+D)"

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

$

0.00

Cost i A - (AI+AZ+C+D) *

SELF-INSURED OR OTHER RETIREMENT

$

295,260.63

Cost + A - (AI+N+C+D) "

HEALTH AND ACCIDENT INSURANCE

$

0.00

HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYMENTS)

$

657,239.69

LIFE INSURANCE

$

797.72

OTHER INSURANCE(IDENTIFY.):

$

OTHER BENEFITS (IDENTIFY): CDL PHYSICALS $
REFUNDS RECORDED AS REVENUE (Including

Medicare Part D subsidies)

,

20.67 %
1.95

-

%

25.32

Yo

Cost + A - (A1+A2+C+D) *

56.36 %
0.07 %

0.00

Cost iA - (Al+A2+C+D) "

%

2,357.00

Cost + A (Al+A2+C+D)*'

o..oo.

-

-Rev + A

0.20 %

- (AI*AZ+C+D)*

%

CODE 187 - TOTAL LEAVE AND BENEFIT RATE
PREPARED BY:
Patricia J Hagstrom

%

"

$

114.71 o/,
TITLE

Office Manager

..

10.15 %

Cost + A - (Al+M+C+D)

Cost iA - (Al+M+C*D)

%

DATE

Jan 13,2012-

i

I
i1

I

Gratiot County Woad Commission
P.O. Box 187 - 200 Commerce Drive, Ithaca, MI 48847-0187
Phone (989) 8753811 - Fax (989) 875-2831
E-mail: gratiot@gratiotroads.org

October 8,2012
Mr. Rick Olson
State Representative
55thLegislative District
525 Judd Road
Saline, MI 48176
RE: Road Commission Leave and Longevity Percentage Rates

Dear Representative Olson:
Iam writing in response to your request for an explanation for why the Leave and Longevity percentage
of 24.08% (in 2010) appears to be higher than that of many other counties.

The Gratiot County Road Commission received $4.1 million in MTF in 2012. Twelve years ago in the year
2000 we also received a total of $4.1 million in MTF. Twelve years later and we still get the same
amount of funding to fix an increasingly aging and deteriorating infrastructure.
The problem is that the stagnated revenue has never kept up with the cost of inflation. A good example
of this is the fuel that we use in our trucks to grade the roads, plow the snow, and try to keep the roads
in a reasonably safe condition. In the year 2000 fuel cost approximately $1.45 per gallon. Today it cost
over $4.00 per gallon. It doesn't sound all that terrible until you multiply it by the 110,000 gallons of fuel
we use annually maintaining and keeping the roads safe.
In Gratiot County we have 1,183 centerline road miles of county roads. If you divide the $4.1 million by
the 1,183 miles of road, we receive $3,466 per mile of road. To put that in perspective, one inch of
gravel material for one mile of road cost $5,000 per mile. To place a two inch asphalt overlay on one
mile of an existing paved road cost $100,000 per mile.
As overall funding levels continue to decline and the costs continue to increase, we have been adjusting
by being more efficient and making cuts in areas with the least amount of impact to motorists. Every
road agency has had to adapt, and we have become more and more efficient at what we do, but even
that isn't enough anymore. So our roads continue to deteriorate and we keep trying to presetve what
we can with what we have.
In the last six years we have reduced our workforce by 21%. We now have a total staff of 33 people. So
with 33 people we maintain 1,183 miles of county roads, 120 bridges, and 219 lane miles of MDOT's
roads in the county.
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October 8,2012
Mr. Rick Olson

To get back to your original question, the answer is that we have had a lot of people retire over the past
few years. As our employees have been retiring they receive payment for their accrued leave time, but
at the same time our total payroll has reduced since these people are not being replaced as we continue
to adapt and downsize.
The leave and longevity percentage fluctuates each year mostly due to the number of people we have
retiring. In the year you had questioned (2010) our leave and longevity rate was 24.0% but last year
(2011) our rate was 19.3% which is in line with the average. I have attached a copy of our 2011 MDOT
form 455c.
If you have any additional questions or need anything else please feel free to contact me at 989-8753811, or email at Mark@GratiotRoads.org

Sincerely,

Mark A. Craft, P.E.
Engineer-Manager
Gratiot County Road Commission
PC: Representative Opsommer
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COUNTY ROAD COMMISSION

A. Total Payroll - Calendar/Fiscal20_1! (see instructions)

$

1,654,596.80

A.

A-1 Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevrty on Line C (for example, labor applicable to
retro pay, jury duty or on-the-iob injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarlFiscal20~1(see instructions)

$

79,529.61

A1.

$

287.36

A2.
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257,560.91
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C. Leave and Longevity for non-administrative employees for CalendarlFiscal20~(see
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administralive leave and longevity
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County Fringe Benefit Rate questions

County Fringe Benefit Rate questions
Dorothy Pohl [pohld@ioniacountyroads.org]
Monday, October 08,2012 3:57 PM
Sent:
To:
Rep. Rick Olson
Attachments:letter olson re fb rate.pdf (176 KB)

Attached is our response to your questions regarding our fringe benefit rate for 2010 and 2011.
Dorothy Pohl
lonia County Road Commission
pohld@ioniacountyroads.org
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October 8,2012

RepresentativeRick Olson
525 Judd Road
Saline, MI 48176
RE:

Road Commission Fringe Benefits

Dear RepresentativeOlson:
We are very happy that you are taking an interest in trying to deal with the severe lack of funding for roads and
bridges in Michigan. We only hope you can convince others in the Legislaturet o deal with this issue soon and
possibly make some provisionsfor the future.
You had asked about the Road Commission's 2010 Fringe Benefit Rate and more specifically, the rate for our MERS
Defined Benefit Retirement Plan. When the Road Commission entered the MERS system back in 1991, they were
allowed to give employees credit for all of their prior service. Monies transferred from the old pension plan were
miserably inadequate to finance this prior service. Over the years, the road commission dutifully paid in its
"annual required contribution" (ARC) but saw very little progress on the funding status due to the old unfunded
liabilities. The Road Commission stepped up its annual contributions beginning in 2009 by policy. We are now
contributing at least 5% of payroll in addition to our ARC each year. Keep in mind that a portion of those old legacy
costs pertain to work we've done for MDOT over the years.
We have made some major changes in fringe benefits over the past few years. We no longer offer retirement
health care for new hires. We have shaved almost 113 off our health insurance costs by working cooperatively
with our county to provide health insurance for our employees and retirees through the county's self-funded Blue
Cross Administrative Service Plan (ASC). We are currently using a high deductible plan with a Health Savings
Account with annual premiums below the caps instituted by the legislature.
There has been no growth in our payroll over the past 6 years as we have not replaced any employees who have
left. So long as our total payroll does not grow, the increased cost of fringe benefits will be magnified by our
stagnant labor base. Our 2011 Form 455C is attached. Our actual cost rate is 117.77%. Feel free to contact me if
you have other questions or desire additional information.
Sincerely,

Dorothy G. Pohl
Managing Director/Clerk
Enclosure
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COUNTY ROAD COMMISSION
IONIA COUNTY ROAD COMMISSION
I

A. Total Payroll - Calendar/Fiscal20lJ (see instructions)

A-1 Insuranceopt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
Calendar/Fiscal2011 (see instructions}
C. Leave and Longevity for non-administrative employees for CalendarlFiscal20fi (see
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FW: County Fringe Benefit Rates

FW: County Fringe Benefit Rates
Rep. Rick Olson
Friday, October 19,2012 11:48AM
Sent:
To:
Rick Olson
Attachments:455c icrc 20ll.pdf(73 KB)

From: Bruce Bolen [mailto:bolenb@ioscoroads.org]
Sent: Wednesday, October 10,2012 12: 16 PM
To: Rep. Rick Olson
Subject: RE: County Fringe Benefit Rates

Representative Olson,
Thank you for the opportunity t o explain our higher than average fringe benefit rate on our MDOT contract.
Per our phone conversation, the losco County Road Commission had a defined benefit plan for all of its
employees. We wanted to change t o a defined contribution plan, but were required to be 80% funded by
MERS before we could make the change. We therefore made a lump sum payment to MERS to meet this
requirement and have since made the change to a defined contribution plan for all future employees. We
have continued t o make higher payments t o MERS t o further reduce our unfunded liability.
Attached is a copy of our 455c for 2011. If you need any additional information, please let me know. Thanks.
Bruce

Bruce Bolen, P.E.
Engineer Manager
losco County Road Commission
3939 W. M-55
Tawas City, MI 48763
(p) 989-362-4433
(f) 989-362-7727

From: Rep. Rick Olson [mailto:district055@house.mi.qov]
Sent: Thursday, September 27, 2012 3:05 PM
To: info@ioscoroads.orq
Subject: County Fringe Benefit Rates

Dear Iosco County Road Commission Manager Bruce Bolen,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the

FW: County Fringe Benefit Rates

https:llsn2prd04 1O.outlook.com/owa~roIson@house.mi.gov/?ae=It
...

November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations-for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 201 0 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 110.03% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Michigan
Municipal Employee Retirement System percentage of 42.87% appears to be particularly high.
Please explain. Also, please outline what actions you have taken to rein that cost in for the
future. The 2010 data was the latest I received from MDOT, so please also attach your 2011
Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson~house.mi.gov,from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792
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COUNTY ROAD COMMISSION

losco County Road Commission

I

A. Total Payroll - CalendarIFiscal 2011 (see instructions)
A-I Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.

A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)

B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarIFiscal 2011 (see instructions)
C. Leave and Longevity for non-administrative employees for CalendarlFiscal20lJ
instructions)

(see

D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarIFiscal

2 0 3 (see instructions)
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BEGINNING JANUARY 1 , 2 0 x AND ENDING DECEMBER 3 1 , 2 0 1 2
OR FISCAL YEAR BEGINNING
20 -AND
ENDING

20

-
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administrative leave and longevity
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FW: County Fringe Benefit Rates
Doug Tomasoski [doug@ironcountyroads.com]
Friday, October 12, 2012 10:34 AM
Rep. Rick Olson
Attachments:Rep Olson - MDOT 455.pdf (502 KB)
Sent:

To:

Rep. Olson, I see I didn't include the attachment in my previous e-mail. See enclosed.

Douglas C. Tomasoski, P.E.
SuperintendentIManager
Iron County Road Commission

From: Doug Tomasoski [mailto:doug@ironcountyroads.com]
Sent: Thursday, October 11, 2012 4:02 PM
To: 'rickolson@house.mi.gov'
Subject: RE: County Fringe Benefit Rates

Rep. Olson,

Attached please find the 2011 MDOT form 455c as requested and comments. Fringe of 136.84.

In years past (20, 30,40 years) it was always easier (and less expensive - at the time) for the road commission
to "give" benefits as opposed to wages. They were looked at as relatively inexpensive and in many cases cost
was not associated with them at all.

The RC has not had longevity for a number of years.
Past (and current, but to a lesser degree today) leave rates (time earned over time) were very generous and
heavily weighted as seniority increased. With very little turnover, many of our employees over the last ten +
years were at or near the top of the leave scale. Between January of 2001 and January of 2012 the ICRC went
from 29 full time employees to 14 full time employees. This was nearly exclusively done through attrition, and
a majority of them in the last few years. The up-side to these retirements, as looked at in relation to leave
costs, is that there should be a decrease in this portion of the fringe as there is less employees with large
banks of leave time. Sick time has also been modified in recent contract.
Some of this can already be seen as the 2011 percentage is down t o 23.54%, and this includes payouts for
many retirements in 2011.

Health Insurance: 52.33%

1 of4

FW: County Fringe Benefit Rates
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In the 1980's the Road Commission board recognized a major change of thought was needed. It was at that
point that post-retirement health insurance (fully paid by RC) was negotiated out of the union contract for any
future hires. We will be seeing the last of those employees leaving the employment of the RC in the near
future, and will slowly begin t o see the financial benefit of this change. For many years the RC has had more
retired employees with health benefits than active employees, so as the percentage is based on payroll vs.
cost of benefit, a smaller and smaller number of active employees (wages) is being used t o calculate the
number (see reduction of staff as noted in Feave/Longevity item). As time progresses forward and retiree
costs are removed (I don't mean to sound cold or uncaring, but, the passing away of retirees), the health
portion of the fringe should be reduced as it will be increasingly related to more active vs. retirees.
Over the last 10+ years a co-share on health premiums (for active employees) has been in place. In addition,
the coverage has been changedlmodified many times over the years. In fact the current plan, adopted in the
last few years, was less expensive and puts more focus( encourages) on preventative care than in the past.

Pension: 45.34 %
Beginning with this year, new hires have a "lesser" pension plan, using a MERS factor used in lron County
going back prior to 1995. Therefore as time moves forward, a higher percentage of the active employees will
be accounted for on this "lower" plan, reducing the annual cost per employee/payroll.
The pension percentage is down a very small bit from 2010 to 2011, although this may hold steady or even
increase in the future as the Board has elected to begin to make additional payment(s) t o work at eliminating
any unfunded liability; this at the recommendation of the auditor.

General:
Wages have been frozen through 2014, which may actually cause an increase in portions of the fringe: as the
percentage is based on cost/payroll, as health and pension costs go up with level payroll, the percentage of
those items will increase.

The Board has used seasonal/part-time employees (no benefits offered) over a number of years to try and
keep the same level of service to the public and still be financially responsible. This has been done using
seasonal operators in the winter and students as laborers in the summer.

If you have any additional questions, please feel free to contact our office. Hopefully this is enough
information to keep us off the "Failed to respond" list. If I come upon additional information I will pass it on to
you ASAP.

Thank you for your efforts in serving the people of Michigan.

Douglas C. Tomasoski, P.E.
Superintendent/Manager
lron County Road Commission

FW: County Fringe Benefit Rates
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From: Rep. Rick Olson [mailto:district055@house.mi.aov]
Sent: Thursday, September 27, 2012 12:48 PM
To: doua@ironcountyroads.com
Subject: County Fringe Benefit Rates

Dear Iron County Road Commission Manager Douglas C. Tomasoski,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 20 10 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 147.18% of
non-administrative payroll in 201 0, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 32.00%, Michigan Municipal Employee Retirement
System percentage of 45.34% ,and Hospitalization Insurance percentage of 52.33% appear to
be particularly high. Please explain. Also, please outline what actions you have taken to rein
that cost in for the future. The 2010 data was the latest I received from MDOT, so please also
attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my oflice e-mail address of
rickolson@house.mi.gov, from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
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Information required by Act 17 of 1925. Failure to supply information will result in non-payment for se~vices.
SEE INSTRUCTIONS ON REVERSE. Computations submitied on this form are subject ta audit.

COUNTY ROAD COMMISSION
A. Total Payroll - CalendarIFiscal 2 0 1 (see instructions)

982,844.81

A.

22,934.1 6

Al.

0.00

A2.

183,128.52

5.

I

A-? Insurance opt-out payments made to employees included in total payroll on Line A, and in the
$
b n e f i t costs below.
i
A-2 Other non-leave laboi costs in total payroll on Line A that are also included in the benefit costs !
Seiow, but are not included in the leave and longevity on Line C (for example, labor api>licable to
j$
retro pay, jury duty or on-thejob injury)
@. Payroll Cost applicable to administrative personnel, including leave and longevjty, for
S
CalendariFiscal 2011 (see instructions)

I

C. Leave and Longevity for non-administrative employees for CalendarlFiscal20~1(see
instructions)

C.

147,994.82
'

D. Leave and Longevity for administrative personnel that is included in Line 5, for CalendarlFiscal
2011 (see instructions)
RATE TO BE USED DURING THE CONTRACT PERIOD
BEGtNNlNG JANUARY 1,20AND ENDING DECEMBER 31,20OR FISCAL YEAR BEGINNING
20
AND ENDING

$

-

24,491.72

D.

20 -

= Base for leave = tota; payroll less insurance opt-out payments, non-leavelabor, administrative payroll (includinglezve and longevity) and
non-administrative leave and longevity
= Sase for other benefits = total payroll less insuranceopt-out payments. non-leave labor. non-administrativeleave and longevity. and
administrattve leave and longevity
All wsts used in computing rates are taken h r n Activity 51 3 of the Board for the calendar year 20 1
1
or Fiscal Year o:
to September 30, 20

-

LEAVE and LONGEVITY applicable to nonadministrative Dersonnel

COMPENSATION INSURANCE
FEDERAL SOCIAL SECURITY

$

MtCHlGkhl MUNICIPAL EMPL. RETIREMENT

- SYSTEM

Cost + A - (Al+AZ+C+D) - 1

350,858.27

i
iCost + A - (Al+AZ+C+D) -)

Cost c A - (A1+A2+C+D)

S

I

1

Yn

"1

S

421,721.46

lCOSl+ A - (AI+A2+C+D) ^ /

LIFE INSURANCE

$

24,028.64

Cost

O N E R INSURANCE (IDENTIFY.):

$

OTHER BENEFITS (IDENTIPI): UNEMPLOYMEg
REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

10,524.26

-

%

A - (Al+AZ+C+D) *

3.05 %

Cost + A - (Al+A2+C+D) "

D/o

Cost

-

A - (AI+N+C+D)

*,

1.34 %

-

-Rev + A (AI+M+C+D)-

$

%

-

136.84 %

CODE 187 TOTAL LEAVE AND BENEFIT RATE
PREPARED BY:/&&W&~%I.

Darlene M. Anderson

&WdL&&d

%

44.56 %

I
I
]cost s A - (AI+A2+C+D)

HEALTH AND ACCIDENT INSURWJCE

HOSPITALIZATION INSURANCE (INCLUDING OPTOUT PAYtdEhTS)

9.3A

I

I

SELF-INSURED OR OTHER RETIREMENT

I

73,575.1 3

TITLE

Office ManagedClerk

DATE

Feb 28,2012

MAILED: 2'%-I&

..

County Fringe Benefit Rates

County Fringe Benefit Rates
Ronald Wohlford [rwo hlford@jcrc-roads.org]
Sent:

Monday, October 01, 2012 7:45 AM
To:
Rep. Rick Olson
Cc:
Kenneth Straub [kensajcrc-roads.org1
Attachments:2012 Jackson Form 455C.pdf (44 KB)

Dear Representative Olson,
In 2010, the Jackson County Road Commission (JCRC) had a self-funded health insurance plan as part of the
Jackson County health care plan. With several major claims during 2009 and 2010, the JCRC made the
decision to move away from the plan managed by the County into a fully funded, high deductible health care
plan reducing annual costs significantly. I am attaching the current (2012) Form 455C with a fringe benefit
rate of 86.13%) slightly below that of MDOT. While the JCRC fringe benefit rate has decreased significantly, we
continually strive to be as efficient as possible, and are currently in the process of moving the remainder of
our high risk post age 65 retirees out of the self-funded health care plan into a managed plan. This will greatly
decrease our exposure to risk, with the opportunity for additional cost savings as well.
If I can be of further assistance, or answer any other questions, please don't hesitate to contact me.
Sincerely,

Ronald L. Wohlford, C.P.A.
Jackson County Road Commission
Director of Finance

Michigan Department
of Transportation
455C (0411I)

REPORT OF EMPLOYEE BENEFIT COST

DISTRIBUTION

FOR THE CALENDAR YEAR ENDING DECEMBER 31, 2 0 1
OR FOR COUNTY FISCAL YEAR ENDING 20-

a
Maintenance ~ivision
0 Contract Services Division

Informationrequired by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE INSTRUCTIONS ON REVERSE. Computations submitted on this form are subject to audit.
COUNTY ROAD COMMISSION

Jadtson County Road Commission
1

-

I$

A. Total Payroll Calendar/Fiscal20lJ (see instructions)
A-1 Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CatendarlFiscal20- (see instiuctions)

C. Leave and Longevity for non-administrative employees for CalendarlFiscal 20instructions)

(see

3,973,357.89

A.

$

37,713.88

Al.

$

10,250.00

A2.

$

329,639.39

6.

$

424,199.16

C.

23,202.62

D.

D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarlFiscal
$
20- (see instructions)
RATE TO BE USED DURING THE CONTRACT PERIOD
AND ENDING DECEMBER 31,20%
BEGINNING JANUARY 1,20=
OR FISCAL YEAR BEGINNING
20 A N D ENDING

20

-

= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
non-administrative leave and longevity
* = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, non-administrativeleave and longevity, and
administrativeleave and longevity

*

All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 20 or Fiscal Year of
to September 30.20
LEAVE and LOPIGEVIlY applicable to nonadministratii oersonnel

$

424.1 99.16

Cost + A - (Al+A2+8+C) '

COMPENSATION INSURANCE

$

68,761.02

Cost + A - (AI+A2+C+D)

FEDERAL SOCIAL SECURITY

S

293,684.32

Cost + A - (Al+AZ+C+D)

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

5

SELF-INSURED OR OTHER RETIREMENT

$

HEALTH AND ACCIDENT INSURANCE

$

HOSPITALIZATIONINSURANCE (INCLUDING OPTOUT PAYMENTS)

1

13.38 %

-

1.98

%

8.44

%

-

Cost t A (AI+AZ+C+D) "

228,703.05

%

Cost + A - (Al+AP+C+D) *

6.58

Cost i A - (A1+A2+C+D)

-

%
%

*I

)

1,869,22!j.43

$

12,207.79

Cost + A (Al+M+C+D) "

0.35 %

OTHER BENEFITS (IDENTIFY): Clothing, etC.

$

10,238.62

Cost I A - (AI+AZ+C+D) "

0.29

REFUNDS RECOROEDAS REVENUE (Including
Medicare Part D subsidies)

$

14,010.73

-Rev A -(A1+A2+C+Dy

/Cost + A (AI+M+C+D)

LIFE INSURANCE

OTHER INSURANCE (IDENTIFY.):

Unemp

-

%

-0.40 %

+

I

CODE 187 -TOTAL LEAVE AND BENEFIT RATE Corected 03113/12
PREPARED BY:

TITLE

Corrected by Ronald L. Wohlford

Director of Finance

I

86.13 y,
DATE

Mar 13,2012

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Gregg Patrick [gregg@keweenawroads.com]
Sent:Monday, October 01,2012 10:30 AM

To: Rep. Rick Olson

Representative Olson,
I forwarded your inquiry to my Finance Director and we both looked into the fringe benefit rate for the last few
years. The following information should answer your questions.

For quite a few years, up to and including 2010, we saw BCIBS premium increases between 10% to as high as
22%. In 2011, we changed our BCIBS plan from a traditional plan to the UP Blue Plan(aka Simply Blue), which
included higher deductibles and co-pays, as well as the requirement that employees receive medical treatment
in participating Michigan facilities. This change resulted in a 13.3% reduction in our BCIBS premiums for 2011.
Please note that for the calendar year 2011, although our "actual" leave and benefit rate would have been
112.4% (based on 2010 actual costs), we submitted a revised rate of 96.08% because of the change we knew
about due to the new BCIBS plan, as well as a refund we received on our worker's compensation policy. As a
result we actually charged MDOT the reduced rate of 96.08% during the entire year. I have attached copies of
both 0455C forms we submitted for 2011.
I have also attached a copy of form 0455C which we submitted for calendar year 2012, which is based on
actual costs from 2011, which came in at 96.5%.

Going forward, we have elected to use the 80120 option for our employee's health insurance premiums, which
should result in considerable savings in health insurance premiums and a further reduction in our fringe benefit
rate.
If you should have any questions or comments, please feel free to contact me.

Gregg M. Patrick, P.E.
Engineer h4anager
Keweenaw County Road Commission
(906) 337-1610
From: Rep. Rick Olson [mailto:distrid055@house.mi.gov]
Sent: Thursday, September 27, 2012 2:54 PM
To: Gregg Patrick
Subject: County Fringe Benefit Rates

Dear Keweenaw County Road Commission Manager Gregg M. Patrick,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional

RE: County Fringe Benefit Rates

information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 112.38% of
non-administrative payroll in 20 10, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Hospitalization
Insurance percentage of 55.46% appears to be particularly high. Please explain. Also, please
outline what actions you have taken to rein that cost in for the future. The 2010 data was the
latest I received from MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolsonOhouse.mi.~ov,from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48176
734-944-0794,734-646-5286 cell
olson48176@,comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373- 1792
rickolsonOhouse.mi.gov
http://repolson.com

Michigan Department
of Transportalion

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST

0 Maintenance Division

FOR THE CALENDAR YEAR ENDING DECEMBER 31,2010
OR FOR COUNTY FISCAL YEAR ENDING 20lJ

0455C (09106)

Contract Services Division

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE lNS7RUCTIONS ON REVERSE. Computationssubmitted on this form are subject to audit.

COUNTY ROAD COMMISSION
Keweenaw County

A Total Payroll - CalendarlFiscal 2 0 s (see instructions)

$

880,612.96

$

32,500.00

Al.

$

0.00

A2.

B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarlFiscaI 2 0 3 (see instructions)

$

2 93,425.09

El.

C. Leave and Longevity for non-administrative employees for CalendarlFiscaI 2010 (see
instructions)

5

106,393.38

C.

$

26,551.45

D.

A-1 Insurance opt-out payments made to employees included In total payroll on Line A, and in the
benefit costs below.

A-2 Other non-leave labor costs in total payroll on Line A that are also included i n the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay,

A.

jury duty o r on-the-job injury)

D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarlFisml

2010 (see instructions)

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 . 2 0 L A N D ENDING DECEMBER 3 1 , 2 0 c
OR FISCAL YEAR BEGINNING
20AND ENDING

20-

= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
nonadministrative leave and longeviiy.
"= Base for other benefits = total payroll less insurance opt-out paymenh. non-leave labor, nun-administrative leave and longevity. and
adminislrativeleave and longevity.
All costs used in computing rates are taken from Activity 51 3 olthe Board for the calendar year 20or Fiscal Year of
to September 30.20
*

-

LEAVE and LONGEVITY applicable to nonadministralivepersonnel

$

106,393.38

Cost + A (Al+AZ+B+C)

COMPENSATION INSURANCE

$

19,787.00

Cost + A (Al+M+C+D)

FEDERAL SOCIAL SECURITY

%

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

$

19.40

%

-

2.77

%

67,415.47

Cost + A - (AI+M+C+D) "

9.43

%

141,849.89

Cost+ A - (Al+A2+C+D)-

19.83

%

-

INS. CO. (Retiremenl)
-

- 0ed.i-Ph

5

9,728.72

Cod i- A - (Al+M+C+D) "

1.36

X

D
-c1,5-

s

1,948.85

Cost + A - (A1+AZ+C+D) "

0.27

%

HOSPITALIZATIONINSURANCE (INCLUDING OPTOUT PAYMENTS)

$

396,627.14

55.46

%

Cost

+

-

A (A,+m+C+D)

LIFE INSURANCE

OTHER BENEFITS (IDENTIFY): Cancer

1

6,422.90

ICod + A - (Al+AZ+C+D)

..I

-

0.90

CODE 187 -TOTAL LEAVE AND BENEFIT RATE
I

PREPARED BY

TITLE
I

Bf;e.-RN/IA/G~

DATE
i

,Zr/j

-

%

Rick Olson
From:
Sent:
To:
Subject:
Attachments:

Jay Syrewicze uay@lcrc-roads.com]
Wednesday, October 10,2012 2:30 PM
Jay Syrewicze; olson48176@comcast.net; rickolson@house.mi.gov
FW: County Fringe Benefit Rates
Form 0455C.pdf; Copy of FY~201O~Fringe~Benefits~by~County.xlsx;
spread sheet of benfits
and miles 2012.xlsx; 455C 201 I.pdf

Representative Rick Olson.

1. Our percentage rate for our benefits is high partly because our wage is lower than say MDOT, If our hourly rate was

as high as MDOT, we estimated our benefit rate would decrease about 15% to 20% bringing us right into average.
2. Our Hospitalization rate is higher because under union contract they chose to keep Insurance for our retirees until
65 instead of a pay increase. This reflect sometimes in a negative way. In reality it's the same money but a different
pocket! In addition we have reduced our payroll through attrition, with fewer people it creates higher ratio to our
health cost, if we had the same number of workers as in the ratio would be lower.
3. Our Hospitalization cost rate, we are now paying $60.00 a month, and with union contract negotiations coming up

this spring we hope to find some other ways to lower that cost.
4.

In the last five years our payroll is down 11% while health care cost are up 24%. Help!

5.

1 have also worked up a spread sheet using the total wages, salaries and benefits from each county and then

divided that by the total number of miles that each county maintains. This gives us a average wage, salary, benefit
cost for each lane mile that is maintained. If you look at this issue from a different angle you get a different view. I
think this issue cannot be viewed by either spread individually but collectively! Please take this into account when
trying to find a solution. Note, I was not able t o calculate MDOT cost per mile due to lack of information! I hope this
helps.

Respectfully Jay Syrewicze
Lake County Road Commission

From: Rep. Rick Olson [mailto:district055@house.mi.aov]
Sent: Monday, October 08, 2012 3:32 PM
To: roads@lcrc-roads.com
Subject: FW: County Fringe Benefit Rates

Dear Lake County Road Commission Superintendent Jay Syrewicze,
This is just a friendly reminder, to please provide the information requested by this Friday October 1 2 ' ~
Thank You,
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
517-373-1792
rickolson@house.mi.gov
http://repolson.com

From: Rep. Rick Olson
Sent: Thursday, September 27, 2012 2:25 PM
To: roads@lcrc-roads.com
Subject: County Fringe Benefit Rates

Dear Lake County Road Commission Superintendent Jay Syrewicze,
This request for information is being generated to build the case for additional funding for road and bridges,
something I am still hoping we can get accomplished in the lame duck session after the November 6 elections.
Part of the case we need to build is that taxpayers are currently getting value for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work performed
on MDOT's behalf appear out of line in some cases. I know that there often are good explanations for numbers
or percentages that appear out of line, so I am seeking that additional information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform maintenance
work on MSDOT 's road system are required to submit direct labor and fringe benefit information MDOT form
455C. A copy of Form 455C is attached. Attached is a worksheet combining FY 2010 fringe benefit
information for all contract maintenance counties. In addition to the information for the 66 counties, similar
MDOT information was provided for comparison purposes.
Based on that information, your county had total fringe benefit costs of 120.91% of non-administrative payroll
in 2010, much higher than the median 100% of the 65 counties, and above MDOT's FY 2010 total of 86.22%.

Please provide me with an explanation for why the percentage is so high. Your Hospitalization
percentage of 58.34% appears to be particularly high. Please explain. Also, please outline what actions
you have taken to rein that cost in for the future. The 2010 data was the latest I received from MDOT, so
please also attach your 201 1 Form 455C to your response.
I would appreciate a response no later than October 12, to allow me time to compile the answers into a
report I can deliver to the remainder of the legislators early in November. I would not want to have to report
"Failed to respond" for your county, as this will not help convince other legislators that taxpayers are getting
value for their money. Responses may be sent to my office e-mail address of rickolson@house.mi.~ov,from
which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't have to go
through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48176
734-944-0794,734-646-5286 cell
olson48 176@comcast.net
Office:
989 Anderson House Office Bldg.
517-373-1792

County
M DOT
Wayne
Macomb
Kent
Genesee
Washtenaw
Muskegon
Ottawa
Keweenaw
Oakland
Ontonagon
St. Clair
Monroe
Berrien
Bay
Dickinson
Alger
Luce
Jackson
Gogebic
Schoolcraft
Grand Traverse
Lapeer
Emmet
Clinton
Leelanau
Shiawassee
Huron
Calhoun
Benzie
Alpena
Antrim
Marquette
Midland
Charlevoix
Chippewa
losco
Mackinac
Gladwin
Roscommom
Mason
Hillsdale
Ostego
Alcona
Crawford
Oceana

Total salary, wages, benefits,
$282,412,109
$28,263,084
14,519,119
$12,347,949
$9,023,093
$7,684,243
$3,595,355
$6,340,975
$880,613
$12,589,345
$2,305,108
$4,877,161
$4,577,104
$3,318,115
$3,164,738
$1,522,174
$1,372,969
$1,006,202
$4,089,818
$1,612,842
$1,351,447
$2,155,160
$2,718,480
$1,750,414
$2,536,107
$1,316,296
$2,200,895
$3,186,073
$2,859,232
$1,258,567
$1,271,671
$1,655,592
$2,649,458
$1,679,908
$1,304,779
$2,697,852
$1,490,317
$1,009,861
$1,481,430
$1,702,213
$1,547,230
$1,923,268
$1,409,259
$1,216,315
$1,238,619
$1,783,820

+

Total miles of road = Cost per Mile
?
#VALUE!
3,421
$8,261.64
2,411
$6,022.03
3,108
$3,972.96
2,418
$3,731.63
2,231
$3,444.30
1,092
$3,292.45
2,186
$2,900.72
305
$2,887.26
4,791
$2,627.71
928
$2,483.95
2,059
$2,368.70
1,933
$2,367.88
1,493
$2,222.45
1,471
$2,151.42
769
$1,979.42
714
$1,922.93
527
$1,909.30
2,144
$1,907.56
857
$1,881.96
723
$1,869.22
1,246
$1,729.66
1,601
$1,697.99
1,049
$1,668.65
1,534
$1,653.26
806
$1,633.12
$1,626.68
1,353
$1,622.24
1,964
1,774
$1,611.74
781
$1,611.48
820
$1,550.82
1,072
$1,544.40
1,716
$1,543.97
1,096
$1,532.76
857
$1,522.50
1,811
$1,489.70
1,029
$1,448.32
710
$1,422.34
1,050
$1,410.89
1,226
$1,388.43
1,115
$1,387.65
1,387
$1,386.64
1,022
$1,378.92
886
$1,372.82
912
$1,358.13
1,352
$1,319.39

Tuscola
lonia
Iron
Branch
Ogemaw
Wexford
Newaygo
Cheboyan
Gratiot
Delta
Menominee
Manistee
Lake
Montcalm
Clare
Mecosta
Presquelsle
Sanilac
Missaukee
Arenac

Michigan Department
of Transportation
455C (0-1/11)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST

0 Maintenance Division
0 Contrad Services Division

FOR THE CALENDAR YEAR ENDING DECEMBER 3 1 . 2 0 2
O R FOR COUNTY FISCAL YEAR ENDING 20-

Information required by A d 17 of 1925. Failure to supply information wilt result in non-payment for ~(?n/i~eS.
SEE INSTRUCTIONS ON REVERSE. Computations submitted on this form are subject to aud~f.

COUNTY ROAD COlllMlSSlON

LAKE
A. Total Payroll - CalendarfFiscal20Jj

I

(see instructions)

A-1 Insurance opt-out payments made to employees included in total payroll on Line A, and in the

benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-thelob injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
Calendar/Fiscal20JJ (see instructions)
C. Leave and Longevity for non-administrative employees for CalendarfFiscal 2 0 1 (see
instructions)
D.Leave and Longevity for administrative personnel that is included in Line B, for CalendarIFiscal
2 0 2 (see instructions)
RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 , 2 0 LAND ENDING DECEMBER 31,20=
OR FISCAL YEAR BEGINNING
20 A N D ENDING

S

1,311,187.95

A.

$

87,984.57

Al.

$

3.883.68

A2.

$

154,779.58

B.

C.

161,535.33
19,872.67

$

20

D.

-

= Base for leave = total paymll less insurance opt-out payments, non-leave labor, administrative paymll (including leave and longevity) and
non-administrativeleave and longevity
* = Base for other benefits = total payroll less insurance opt-out payments. non-leave labor, non-administrativeleave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year20 jlor Fiscal Year of
to September 30.20
LEAVE and LONGEVITY applicable to now
Cost + A - (AI+A2+B+C) '
17.89 %
S
161,535.33
administrative personnel

S

27,025.93

Cost t. A - (AI+AP+C+D) "

IS

103,845.92

1Cost .t A - (AI+M+C+D)

$

367,235.00

Cost c

COMPENSATION INSURANCE
FEDERAL SOCIAL SECURITY

j

MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM
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$

OTHER INSURANCE (IDENTIFY.):

Cost t A - (AI+M+C+D) "
I
I
/cost + A - (Al+A2+C+D) "1

%

Cost +

,

%

-

A (AI+A2+C+D)^'

Cost t A - (AI+A2+C+D)

62.63

0.18 %

"
.

Cost + A - (AI+A2+C+D)*

S
I

$

28,883.68

REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

-Rev +. A - (Al+A2+C+D)-

%
I

Cost + A (AI+A2+C+D)*

2.78

131.48
TITLE
Clerk

%

%

CODE 187 -TOTAL LEAVE AND BENEFIT RATE
PREPARED BY:
David B Braqinton

o/.

I

I

OTHER BENEFITS(IDENTIFY): Retro Pay, Jury 5

10.01 %
35.38 %
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Leelanau County Road Commission
10550 E. Eckerle Road
Suttons Bay, Michigan 49682
Phone (23 1) 271-3993
FAX (231) 271-5612

COMMISSIONERS
Glen Noonan
Lee A. Bowen
John Popa

E-mail address: Icrc@leelanauroads.org

Manager - Herb Cradduck
Engineer - James Johnson
Finance Manager - Joel Nedow

October 3,2012
Rick Olson, State Representative
55thLegislative District
S-989 Anderson House Office Bldg
Lansing, MI 48933
Dear Representative Olson,
On behalf of the Leelanau County Road Commission, I am responding to your e-mail dated September
27,2012 asking why our 2010 fringe benefit rate percentage is high. The reasons are as follows:
Low hourly rate of our workforce:
During 20 10, the hourly rate for non-supervisory road workers was $16.46/hour, which is comparatively
lower than many northern Michigan area road commissions and significantly below the hourly rates paid
by MDOT to their workers.
Pension:
In 2008 our Board decided to implement a multi-year plan to reduce our unfunded pension plan liability,
which was below 50% at that time. Instead of deferring this liability to a time when funding may be in
doubt, our Board decided to be fiscally responsible and address this issue now when road funding is
available. Each year, additional voluntary contributions have been made to our pension carrier,
Municipal Employees Retirement System of Michigan (MERS) as funding becomes available.
During 20 10, Form 0455C reported $418,698.19 paid to MERS. Included in this amount is two
voluntary contributions totaling $225,000.00 which had a significant impact on our fiinge benefit rate.
Actual fringe benefit rate reported on 0455C for 2010:

100.24%

-Impact of $225,000.00 contribution - MERS (36.46% reported): (19.59%)
"Adjusted" fringe rate:

80.65%

When taken into account, our adjusted fiinge benefit rate would rank us in the bottom third on the listing
of Contract Counties and below MDOT's reported fringe benefit rate.

Reducing fringe benefit costs:

With revenues shrinking and operating expenses rising, our Board realizes its fiduciary responsibility to
provide the citizens of Leelanau County with a safe county road system. While it has not been easy, the
following practices have been implemented to control escalating costs:
Continue efforts to reduce our workforce through attrition and replacing them with seasonal
workers to meet snowplowing needs.
Health and dental insurance premium caps; enacted several years ago, employees have the option
of paying any premium costs over the monthly cap or request to switch to a cheaper affordable
plan.
No post-employment benefits offered (other than pension)
Should you have further questions, please do not hesitate to contact this office as we would be happy to
assist you.
Best regards,

Herb Cradduck - Manager

CC:

County Road Association of Michigan
Senator Darwin Boohr
Representative Ray Franz

Honorable RepresentativeOlson,
Luce County Road Commission would like to thank you for the opportunity to discuss and explain our
benefit cost, especially to support your cause and pursue additional road and bridge funding.
In the last fifteen years our road commission has made a lot of changes to our contract. The first was
probably our sick leave. The employees who were hired before 07/01/81 had the luxury when they
retired to get a buyout of 1,280 hours. Our last employee who was under this plan retired last year. With
the current contract the most an employee may retiree with is 480 hours. Currently we have nothing
close to that figure. Since 2005, we have paid out close to $50,000 per year just for that benefit. If you
look at the 455C for the years 2010 and 2011 you will notice that our percentage rate has dropped from
22.13 to 19.31 and this year should be lower than that.
The next item of business was our health insurance. In Sept of 1998, we instituted a no spouse on the
retirees health care benefit for those hired after Sept. 1,1998. The employee gets 4% per year for every
year they work and the spouse receives nothing. Currently we have five employees that come under this
plan.
Then in July of 2006, we took the retirees who are 65 and over off our health care and gave them $2,500
each or $5,000 per couple to purchase their own supplemental insurance. At that time it saved us over
$20,000 per couple per year.
In 2008, Management went to a $2,000/$4,000 deductible for BC/BS and then we went to a
$4,000/$8,000 in 2010. Finally in 2012, the union and retirees who are under 65 went to a higher
deductible plus a hard cap system for the union.
On our new contract, all new employees will be going to a reduced retirement with a 1.3 factor, no F55
and no E-2. Also to note, all new employees will have health insurance for only three years after
retirement.
Representative Olson, we feel that we are headed in the right direction on our benefits, but the union
benefited so much from past contracts, that it has taken the last 15 years to get back on track. We know
that our fringe rate is high, but it is a reflection on low labor cost compared to the benefit package. As a
way to keep our costs low, Luce County Road Commission has gone to a larger seasonal work force with
reduced benefit levels while permanent staffing has been reduced 50% the past 10 years.
Luce County Road Commission would like to thank you for the opportunity to help your cause of
pursuing additional road and bridge funding. If you have any other questions or would like to further
discuss these issues, please call our office.
Luce County Road Commission
Stan Ronquist Eng/Manager
(906) 293-5741

Re: County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Gary [lucectyrd@lighthouse.net]
Thursday, October 04, 2012 8:56 AM
Sent:
To:
Rep. Rick Olson
Attachments:Honorable Representative -1.docx (12 KB) ;SKMBT-C2201210040845l.pdf (460 KB)

Dear Representative Olson,
Here is the information that you requested. 1 hope this helps to understand that we are trying to help our
bottomline.
Gary Moulton
Finance Director
Luce County Road Commission

----- Original Message ----From: Rep. Rick Olson
To: lucectvrd@li~hthouse.net
Sent: Thursday, September 27, 2012 1.34 PM
Subject: County Fringe Benefit Rates

Dear Luce County Road Commission Manager Stanley Ronquist,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 160.80% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and
above MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Nom-admin) percentage of 22.13%, Michigan Municipal Employee Retirement
System percentage of 41.77%, and Hospitalization Insurance percentage of 78.73% appear to
be particularly high. Please explain. Also, please outline what actions you have taken to rein
that cost in for the future. The 2010 data was the latest I received from MDOT, so please also
attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to

Leave and Benefit Rates

Leave and Benefit Rates
Dirk Heckman [heckmand@sault.com]
Monday, October 01,2012 12:07 PM
Rep. Rick Olson
John Niernela ~niemela@localroads.net]
Attachments:0455C Revised Read Only 10-l.pdf (106 KB)
Sent:

To:
Cc:

Honorable Representative Olson,
We thank you for the opportunity t o discuss and explain Road Commission costs, especially t o
support your cause and pursue additional road and bridge funding.

Frinpe Rate
Fringe rate is the ratio of total benefits t o total payroll. The Mackinac County Road Commission
benefits t o employees are comparable t o benefit levels of other Road Commission employees and
MDOT employees. However the Mackinac County Road Commission hourly pay rates for
maintenance staff are approximately 10-15% less than MDOTJsmaintenance workers. Having a
lower overall payroll due t o lower wages increases the Fringe and Benefit Rate, so looking solely at
fringe rates is not a true representation of overall costs.
Also, the Mackinac County Road Commission and other UP Counties pay approximately 30-40%
higher health care premiums than the state wide average as a result of community ratings allowed
under P.A. 88 of 2003. As a result of higher premiums and lower wages, the fringe rate ratio is
higher than average.

Leave and Longevity
In the fiscal year 2010,15% of the Mackinac County Road Commission's maintenance staff retired
causing disproportionate leave payouts. See the attached FY 2011 form 455c, leave and longevity is
at 16.02% compared t o FY 2010's 21.61%.
As a way t o keep costs low, the Mackinac County Road Commission has gone t o a larger seasonal
work force with reduced benefit levels and has made retirement program changes from defined
benefit t o defined contribution. The Mackinac County Road Commission has also implemented a
reduced Health Insurance level t o new employees since 2005.
Again we thank you for the opportunity t o help your cause of pursuing additional road and bridge
funding. If you have any other questions or would like t o further discuss these issues, please call our
office.
Dirk Heckman, P.E.
EngineerIManager
Mackinac County Road Commission
(906)643-7333

Michigan Department
of Transportation
455c)1@
/(l
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COUNTY ROAD COMU.SSloN
A. Total Payroll - CalendarlFiscal20~(see instructions)
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County Fringe Benefit Rates

County Fringe Benefit Rates
VanSteelandt, Sue [SVan@RCMCWeb.org]
Wednesday, October 03,2012 2:10 PM
Rep. Rick Olson
Lavers, Pam (External Email) [lavers@macombgov.org]
Cc:
Attachments:FY 2011 Form 455C.pdf (71 KB)

Sent:
To:

Dear Representative Olson:
I have attached a copy of the Macomb County Department of Roads 2011 Report of
Employee Benefit Cost. I believe that the values reported on this form must be interpreted
with the following information in mind:
First, we have had over a 25% reduction in our work force through attrition. As a result,
salary expense has decreased by $1.5 million dollars from 4 years ago. This is the figure
that is used in the numerator of the equation to calculate the fringe benefit rate. As this
figure decreases, the fringe benefit rate increases simply as a function of the formula. If I
were to recalculate the FY 2011 rate using prior salary dollars, the fringe percentage would
DECREASE by over 15%.
Second, the leave and longevity line has been inflated for several years now due to the
increase in retirements. Upon retirement, employees are receiving their vacation time pay
out which increases both the leave time expense and percentage.
Third, the hospitalization line item includes a $3 million dollar contribution to our retirees
health care trust fund that we have with MERS. This is not a requirement by law, however,
the Macomb County Department of Roads has chosen to contribute to this fund over the
years. This contribution inflates the fringe rate by almost 26%. Many Road Commissions do
not contribute to a trust fund, and those that do are not contributing at $3.0 million dollars per
year.
All of these factors together are causing the fringe rate to calculate at an inflated
percentage. If I were to recalculate the fringe rate for FY 2011; removing the $3.0 million
contribution to the trust fund and inflating salaries to prior year averages, the fringe rate
would drop to approximately 97.76%
The Macomb County Department of Roads has taken action to reduce our fringe benefit
expenditures in many ways. Health care coverage has been changed for non-union
employees to comply with PA 152. Non-union employees have also lost longevity and
experienced an age increase for retirement eligibility. The remaining Department of Roads
employees are represented by two unions, and they have not yet settled their contract;
however, it is anticipated that these changes will be made for them as well. In addition,
changes will be made for future employees benefits in the way of health care, pension,
longevity and retirement benefits.
I hope this information is helpful to you. If I can be of further assistance, please feel free to
contact me.

County Fringe Benefit Rates

Robert P. Hoepfner, P.E., Director
Macomb County Department of Roads
586.463.0344
Sent via Sue VanSteelandt
Macomb County Department of Roads

> From: Rep. Rick Olson Jmailto:district055@house.mi.~ovl
> Sent: Thursday, September 27,2012 1.59 PM
> To: VanSteelandt, Sue
> Subject: County Fringe Benefit Rates
>
>
>

> Dear Macomb County Road Commission Director Robert P. Hoepfner,
>
> This request for information is being generated to build the case for
> additional funding for road and bridges, something I am still hoping
> we can get accomplished in the lame duck session after the November 6 elections.
> Part of the case we need to build is that taxpayers are currently
> getting value for money.

>
> It has been brought to my attention that the fringe benefit rates paid
> by MDOT to counties for work performed on MDOT's behalf appear out of
> line in some cases. 1 know that there often are good explanations for
> numbers or percentages that appear out of line, so I am seeking that
> additional information.
>
> The Michigan Department of Transportation(MD0T) requires counties
> under contract to perform maintenance work on MSDOT 's road system are
> required to submit direct labor and fringe benefit information MDOT
> form 455C. A copy of Form 455C is attached. Attached is a worksheet
> combining FY 2010 fringe benefit information for all contract
> maintenance counties. In addition to the information for the 66
> counties, similar MDOT information was provided for comparison purposes.
>
> Based on that information, your county had total fringe benefit costs
> of 135.94% of non-administrative payroll in 2010, much higher than the
> median 100% of the 65 counties, and above MDOT's FY 2010 total of 86.22%.
>
> Please provide me with an explanation for why the percentage is so high.
> Your Leave and Longevity (Non-admin) percentage of 24.03%, and
> Hospitalization Insurance percentage of 81.85% appear to be
> particularly high. Please explain. Also, please outline what actions

County Fringe Benefit Rates

https://ch 1prd04 1 1 .outlook.com/owa/district055@house.mi.gov/?ae...

> you have taken to rein that cost in for the future. The 2010 data was
> the latest I received from MDOT, so please also attach your 2011 Form 455C to your

response.
> I would appreciate a response no later than October 12, to allow me
> time to compile the answers into a report I can deliver to the
> remainder of the legislators early in November. I would not want to
> have to report "Failed to respond" for your county, as this will not
> help convince other legislators that taxpayers are getting value for
> their money. Responses may be sent to my office e-mail address of
> rickolson@house.mi.gov, from which this message is sent.
>
> If you have any questions, feel free to give me a call. My cell phone
> is probably the best so you don't have to go through any legislative aide.
>
> Rick Olson, State Representative
> 55th Legislative District
> 525 Judd Road, Saline, MI 48176
> 734-944-0794, 734-646-5286 cell

> olson48176@comcast.net
> Office:
> 989 Anderson House Office Bldg.
> 517-373-1792

REPORT OF EMPLOYEE BENEFIT COST
FOR COUNTY FISCAL YEAR ENDING SEPTEMBER 30,2011

M.D.O.T.

DISTRIBUTION:
Maintenance Div.
Financial Services Div.

Infamation required by Act 17 of 1925. Failure to supply will result in non-payment for services.
SEE INSTRUCTIONS ON REVERSE. Computations submitted on this form are subject to audit.
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A-1. Insuranceopt-out payments made to employees included in total payroll on Line A, and in
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are not included in the leave and longevity on Line C (for example, labor applicable to retro pay, jury duty or onthe-iob iniuw)

I

$

14,166.66 A-1.

I

I

5.347.45 A-2.

$

C. Vacation, Sick Leave, Holiday and Longevity as paid to all employees for Fiscal Year 2011

$

I

B.
2,785,844.40

'A - (B + C) - Total Payroll less both Administrative Payroll and Vacation, Sick Leave, etc.
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Fiscal Year of October 1,201 0 to September 30,201 1.
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RATE TO BE USED DURING THE CONTRACT PERIOD
FISCAL YEAR BEGINNING OCTOBER 1,2011 AND ENDING SEPTEMBER 30,2012

VACATION, SICK LEAVE, HOLIDAY. LONGEVITY
(as expensed to Activity 513)

A.

1

B. Administrative Payroll Cost as charged to activity AS15 for Fiscal Year 2011

D. Vacation, Sick Leave, Holiday and Longevity as paid to Activity A-515 employees for Fiscal Year 2011

14,081,688.20

1211412011

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Jerry Peterson [petersonjerry@charter.net]
Sent:Monday, October 01,2012 12:59 PM
Rep. Rick Olson

To:

FY 2010 455C form was not correct. The actual rate is 125% which is still higher than the median, however

the reason for this is due to the MERS unfunded group that left the road commission 12 years ago. We are
currently paying almost as much for 5 retirees as we pay for the entire working group. This problem has been
dealt with and the road commission is paying an additional $20,000 per month to try to catch up on unfunded
liabilities with MERS, so that is the huge spike in the 455C and the percent to MERS. This MERS issue will
completely disappear as those retirees pass away and the group dissolves. As far as the health care issues are
concerned, I do not believe we are out of line, we switched a few years ago to Teamsters Welfare fund and
dropped our health care costs by $80,000 per year, and our rates are very comparable and even under most
road commissions around us. We plan to attach the 20% match to our next contract in July of 2013 which will
help reduce those costs even more.
As soon as the 2011 455c form is completed I will gladly pass it along.

From: Rep. Rick Olson [mailto:distrid055@house.mi.gov]
Sent: Thursday, September 27, 2012 1:51 PM
To: petersonjerry@charter.net
Subject: County Fringe Benefit Rates

Dear Manistee County Road Commission Manager Gerald C. Peterson,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 141.40% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Michigan
Municipal Employee Retirement System percentage of 53.8%, and Hospitalization Insurance
percentage of 52.90% appear to be particularly high. Please explain. Also, please outline what
actions you have taken to rein that cost in for the future. The 2010 data was the latest I received

RE: County Fringe Benefit Rates

https://ch 1prd04 1 1 .outlook.corn/owa/district055@house.rni.gov/?ae...

from MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my ofice e-mail address of
rickolson~house.mi.~ov,
from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
-

0

Office:
989 Anderson House Office Bldg.
5 17-373-1792

Information from ESET Smart Security, version of virus signature database 7472

The message was checked by ESET Smart Security.

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Jerry Peterson [petersonjerry@charter.net]
Sent:Monday, October 01, 2012 1:01 PM
Rep. Rick Olson

To:

I did notice your insurance opt out payments on your spreadsheet is way off-184K should be more like 18K

From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Thursday, September 27, 2012 1:51 PM
To: petersonjerry@charter.net
Subject: County Fringe Benefit Rates

Dear Manistee County Road Commission Manager Gerald C. Peterson,
This request for information is being generated to build the case for additional fbnding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 141.40% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 20 10 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Michigan
Municipal Employee Retirement System percentage of 53.8%, and Hospitalization Insurance
percentage of 52.90% appear to be particularly high. Please explain. Also, please outline what
actions you have taken to rein that cost in for the future. The 2010 data was the latest I received
from MDOT, so please also attach your 2011 Form 455C to your response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my office e-mail address of
rickolson~house.mi.gov,from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.

RE: County Fringe Benefit Rates

Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792

Information from ESET Smart Security, version of virus signature database 7472
(20 120912)
The message was checked by ESET Smart Security.

Marquette CRC Response to Rep Rick Olson Info Request

https://ch 1 prd04 1 1 .outlook.com/owa~district055@house.mi.gov/?ae...

Marquette CRC Response to Rep Rick Olson Info Request
Mary Herman [mherman@marqroad.org]
Friday, October 12, 2012 3:35 PM
Rep. Rick Olson
Jim Iwanicki Uiwanicki@marqroad.org]; Russell Williams [russl415@hotmail.com]; Dave and Sue Hall
[dshall@pasty.net]; Darryll Sundberg [dsundl971@msn.com]; Joe Valente [valentejoe@charter.net]; Neil Anderson
[anderson.neil@charter.net]; jniemela@localroads.net
Attachments:Response to Rep Rick Olson-l.pdf (1 MB)
Sent:
To:
Cc:

Representative Olson,
Attached please find t h e response t o your Request f o r Information relative t o t h e Marquette County Road
Commission fringe benefit rate.
Should you have any questions regarding t h e information being provided, please feel free t o contact o u r
office.

M a r y Herman
Finance & O f i c e Manager
Marquette County Road Commission
1 6 10 N o r t h Second Street
Ishpeming, MI 49849

(906) 486-449 1 x 102

Ruesen WiIliams

David E.Hall

Darryll Sadberg

C h a i r p e w Negaunee

Yka Chair, Ewhg

Member, I a h e

Neil W. A n h n

Joseph Valente
Member,Mmpetta
1610 N. Second Street
Ishpeming, MI 49849
906-486-4491
FAX: 906-486-4493

Member, hh&

Jamea M. Iwan~cki,P.E.
EngineerMallager

TO:

Rick Olson, State Representative

FROM:

James Iwanicki,

DATE:

October 1 1, 20 12

RE:

FOIA/Request for ~nforrnatiddated September 27th,20 12

Representative Olson:
In response to your request mentioned above, the Marquette County Road
Commission offers the following:
Please provide me with an explanation for why the percentage is so high. Your
Leave and Longevity (Non-admin) percentage of 22.74% appears to be particularly
high. Please explain. Also, please outline what actions you have taken to rein that
cost in for the future. The 2010 data was the latest I received from MDOT, so please
also attach your 2011 Form 455C to your response.
Many factors contribute to the rate calculation - the cost of the benefits being provided
employees, which become the numerator in the equation, but also the payroll costs - the
denominator in the equation. As the cost of benefits increases, unless our payrolls increase
also, mathematically, the percentages will be higher. As such, and as supported by the
information in the following charts, because our payrolls have remained remarkably, and
intentionally flat over the last 10 years, and the number of employees has been reduced
through attrition, the significant increases in employee benefit costs have resulted in
increased k g e benefit percentage.
-

-

Marquette County Road Commission -Employee Counts

Seasonal-Winter

I

-

Marquette County Road Commission Gross Payroll

2004

2005

--

2006
- 2007

2308

2009

2MO

2071

Because of the increased costs of h g e benefits, the management and employees of the
Marquette County Road Commission have worked diligently to find ways to administer and
reduce our wsts whenever possible. A list of steps taken by MCRC to reduce health
insurance costs follows:

Health Insurance Cost Saving Measures
1. September 2007 - Hired Mazzali Agency to provide options for health care savings.

2. October-December 2007 - Retiree outsourcing to Individual BCBS Medicare Plus Blue
Product, which provided a less costly option for surviving spouses and provided a cost
reduction of $17,733.22.
3. April 2008 - Benefit change to CB 2 with UP Blue rider (per union contract) (Savings:
$212,340.96 for active employees)

4. August 2009 - Moved to an HRA arrangement with which provided for $114,604.57 in
cost reduction while preserving benefit levels.

5. November-January 2010 - outsourced retirees to United American for the group
Medicare Supplement, which provided a cost reduction of $56,005.50.
6. April 2010 - Set up a retiree suffix to accommodate self-pays (cheaper options)
7. April 2010 - Non-Union drug card changed to S10/$20/$30, cost reduction of $6,905.28

8. April 2010 - Increased BCBS plan deductible for all actives, reimbursed through HRA
with a cost reduction of $59,397.48, while increasing benefit level for Preventive
Services fiom $500 to $1,000.
Unfortunately, the PPACA Health Care Reforms require that we provide coverage for 19-26
year olds at 100% cost to the MCRC. Previously, our employees and/or retirees wishing to
retain Family Continuation coverage for this group of dependents were required to contribute

the full cost of the premium. This change increased health care costs for MCRC by
$160,000.
MCRC is, and has been, working diligently to manage its Pension Fund given the current
fimding crisis and the impact of the volatile stock market. While our MERS pension plan
remains under-funded, both the employer and employees recognize the importance of
increasing contributions in order to fimd for the future. Increased employee contributions
have been negotiated and implemented, and additional contributions by the Road
Commission have been made during FY 2010 and 201 11 in an effort to increased our finded
status and reduce our Unfinded Accrued Liability (UAL). In March of 201 1, we began
contributing an ADDITIONAL 10% of labor costs toward our UAL on a monthly basis.
Total additional contributions by MCRC since that time exceed $400,000.

In 2010 and 20 1 1, $132,002 and $91,128.50 respectively have been deposited into our RHFV
Txst toward our OPEB Liability, bringing our balance in this Trust Account in excess of
$740,000.

In the County of Marquette's Financial Audit for the year ended December 3 1,201 1, the
Road Commission was commended for being proactive in making contributions toward their
OPEB Liability, when there is no obligation to do so. (Please see "Note 1O", attached).
Because these items are all fringe benefits for our employees, they increase the benefit costs,
thereby increasing the percentages.
We are entering contract negotiations with our union employees, and our Board is fully
committed to continuing to address all benefit costs and work toward continued employee
awareness and participation in these areas.

Leave and Longevity Question:
Maqy of our employees have been employed at the MCRC for many years, and have maxed
out their vacation time eligibility (200 hrs per year). Additionally, the Collective Bargaining
Agreement provides for paid breaks and lunch periods, which are identified as "nonproductive hours" by MDOT and become leave time.

Additional Comments:
Form 455C's are being provided for FY's 2007 through 201 1for your reference and use.
Comparison of these reports and the costs identified show the effects of our efforts over the
Iast several years to both reduce our fringe benefit costs while addressing our unfimded
liabilities, A summary of these 455C Forms is attached, allowing for a quick comparison of
our fringe benefit costs and percentages. Comments are included regarding items of
significant comparison.
Unfortunately, the very nature of the contract between MDOT/CRAM for State Trunkline
klaintznance, as an "actualwst" wntract, does not provide for or allow other considerations
or negotiations.

MCRC was proactive in completing Governor Snyder's "Dashboard", even though Road
Commissions were not required to do so. Our Dashboard is posted on our website, and you
are encouraged to review its contents.

Shcyuld you have any questions or require additional information, please feel free to contact
our office.
CC: Board of County Road Commissioners for Marquette County
County Road Association of Michigan

County of Marquette, Michigan
Financial Statements
For the Year Ended
December 31, 201 1

NOTE 10 - OTHER POST EMPLOYMENT BENEFITS- ROAD COMMISSION
The Marquette County Road Commission provides postemployment health care insurance benefits to
certain retired union and administrative employees andior their spouse in accordance with the following
provisions:
The hospital and medical coverage benefits are provided in accordance with A ~ c l e36 (3) in the union
agreement, which states: For employees retiring at or after age fifty-five (55) with at least twenty (20) years
0 service, or after age sixty (60) with at least fifteen (15) years of service, who, because of age, are not
eligible for Medicare coverage, the employer will pay the premium from age sixty (60) necessary for such
hospital and medical coverage, inciuding the master medical rider, up to the cost for two (2) party coverage
(employee and spouse). For retired employees whose age permits them to be eligible for Medicare
coverage, the employer will pay the premium for hospital and medical care coverage only in the amount
wnich is necessary to augment Medicare coverage for the retired employee and their spouse; to the extent
permitted by the insurance carrier, employees may elect continuation of the Master Medical rider at their
owt-iexpense.
The Road Commission has no obligation to make contributions in advance of when insurance premiums
are due for payment (in other words, this may be financed on a pay-as-you-go basis). However, as shown
below, the Road Commission has made contributions to advance-fund these benefits, as determined by the
Bsard of Road Commissioners through annual budget resolutions.

The Road Commission's annual other post-employment benefits (OPEB) cost is calculated based on the
annual required contribution (ARC) of the employer, an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities
oyer a period not to exceed 30 years. These valuations computed contribution and actual funding for the
fiscal years ended September 30 are summarized as follows:
Annual required contributionlAnnual OPEB cost
Amounts contributed:
Payments of current premiums
Advance Funding
Increase (Decrease) in net OPEB obligation
Adjustment for Interest and Amortization

$28,195
30,354

OPEB obligation - Beginning of year
OPEB obligation - End of year
Tbe annual OPEB costs, the percentage contributed to the plan, and the net OPEB obligation for the fiscal
year ended September 30,201 1, were as follows:
Annual OBEB costs
Percentage contributed
Net OPEB obligation

-

-

NOTE 10 - OTHER POST EMPLOYMENT BENEFITS ROAD COMMISSION CONTINUED
Actuariat valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about Mure employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made
about the future.
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.
In the December 31,2009, actuarial valuation, the entry age actuarial cost method was used. The actuarial
assumptions included an 8.0 percent investment rate of return (net of administrative expenses), which is a
blended rate of the expected long-term investment returns on plan assets and on the employer's own
investments calculated based on the funded level of the plan at the valuation date, and an annual increase
in salary between 4.8 percent and 12.9 percent. The assumptions also include expected increases in
healthcare costs between 4.5 percent and 9.0 percent. All rates included a 4.5 percent inflation
assumption. The actuarial value of assets was determined using techniques that spread the effects of
short-term volatility in the market value of investments over a five-year period.

-

NOTE 11 DEFERRED COMPENSATION PLAN
The County of Maquette and its Component Unit's offers its employees deferred compensation plans in
accordance with the Internal Revenue Code, Section 457. The plans are available to all county employees
and permit them to defer a portion of their current earnings until the employee's termination, retirement,
death or unforeseeable future.
Due to changes in ihe Internal Revenue Code, the Plan's assets are considered to be property of the Plan's
participants and no longer subject to the County's general creditors. Therefore, in accordance with the
provisions of GASB Statement No. 32, the Plan balances and activities are not reflected in these financial
statements.
The Plan's participants have the right to designate how the funds will be invested. Accordingly, the County
has no liability for losses under the Plan. The Plan's assets are held in trust for the exclusive benefit of the
Plan's participants and their beneficiaries,
The County's plans are administered by International City Management Association (ICMA), Nationwide,
and F. T. Jones. The plan administers, agree to hold harmless and indemnify the Board, its appointed and
elected officers and participating employees from any loss resulting from their failure to perform their duties
and services pursuant to the programs.
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Re: County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Gary Dittmer [info@masoncountyroads.com]
Monday, October 01,2012 11:47 AM
To:
Rep. Rick Olson
Cc:
Monica Ware [mware@localroads.net]
Attachments:2012~10~01111j3~18.pdf
(178 KB)
Sent:

Dear Rep. Olson:
Pursuant to your request attached is a breakdown of our REPORT OF EMPLOYEE BENEFIT COST for the
2010 amount. You will note two items have made this different than for the 2011 report, that being we had a
onetime "Elimination of accrued sick leave, and a contract signing incentive", both were in the section of
LEAVE AND LONGEVITY. As can be seen on the 2011 report our TOTAL LEAVE AND BENEFIT RATE was
reduced to 93.59%. If you have additional questions do not hesitate to contact me.
GARY L DITTMER, PE
ManagerIDirector
MASON COUNTY ROAD COMMISSION
PH. NO. 231.757.2882
FAX NO 231.757.2662
email: garydittmer@masoncountyroads.com

From: R ~ DRick
. Olson

Sent: Thursday, September 27, 2012 3:10 PM
To: info@masoncountyroads.com
Subject: County Fringe Benefit Rates

Dear Mason County Road Commission Managing Director Gary L. Dittmer,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 45% is attached. Attached is a worksheet
combining FY 2010 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 109.63% of
non-administrative payroll in 2010, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 28.11% appears to be particularly high. Please explain.
Also, please outline what actions you have taken to rein that cost in for the future. The 2010

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates

sgrifFin@oceanacrc.org
Friday, September 28, 2012 8:12 AM
Rep. Rick Olson
Attachments:SKMBT~C22012092808100.pdf
(279 KB)

Sent:

To:

Good FRIDAY Morning!
I've attached the information you requested; Ihope this explains our 24.03OIo Leave & Longevity
adequately. I f you need further information, please don't hesitate to call/email me.
Have a wonderful FRIDAY.
Sandy Griffin
Oceana County Road Commission

- - - - - - - - Original Message -------Subject: County Fringe Benefit Rates
From: "Rep. Rick Olson" ~ d i s t r i c t 0 5 5 @ h o u s e . m i . w ~
Date: Thu, September 27, 2012 5:12 pm
To: "sqriffin@oceanacrc.orq" <sqriffin@oceanacrc.org>

Dear Oceana County Road Commission Manager Sandra K. Griffin,
This request for information is being generated to build the case for additional funding for
road and bridges, something I am still hoping we can get accomplished in the lame duck
session after the November 6 elections. Part of the case we need to build is that taxpayers are
currently getting value for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties
for work performed on MDOT's behalf appear out of line in some cases. I know that there
often are good explanations for numbers or percentages that appear out of line, so I am
seeking that additional information.
The Michigan Department of Transportation(MD0T) requires counties under contract to
perform maintenance work on MSDOT 's road system are required to submit direct labor
and fringe benefit information MDOT form 455C. A copy of Form 455C is attached.
Attached is a worksheet combining FY 2010 fringe benefit information for all contract
maintenance counties. In addition to the information for the 66 counties, similar MDOT
information was provided for comparison purposes.
Based on that information, your county had total fringe benefit costs of 88.05% of
non-administrative payroll in 2010, compared to the median 100% of the 65 counties, and
MDOT's FY 2010 total of 86.22%.
However, please provide me with an explanation for why the Leave and Longevity
(Non-admin) percentage of 24.03% appears to be higher than that of many other
counties.

I would appreciate a response no later than October 12, to allow me time to compile the
answers into a report I can deliver to the remainder of the legislators early in November. I
would not want to have to report "Failed to respond" for your county, as this will not help
convince other legislators that taxpayers are getting value for their money. Responses may be
sent to my office e-mail address of rickolsonO,house.mi.gov, from which this message is

RE: County Fringe Benefit Rates

https://ch 1 prd04 1 1.outlook.com/owa/districtO55@house.mi.gov/?ae...

I sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so
you don't have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@comcast.net
Office:
989 Anderson House Office Bldg.
5 1 7-373-1792
rickolson@,house.mi.gov
http://repolson.com

BCEANA COUNTY ROAD COMMISSION
P.O. Box 112
Hart, Michigan 49420

Office (231) 873-4226
FAX (231) 873-7123

Shop (231) 873-3717

www.oceanacrc.org (websit-e)

sgriffin@,oceanacrc.ore. (email address)
Russell Eilers, Chairman
William Myers, Vice-Chairman
Jeremy Horton, Member
Cathy Forbes, Member
John Hendrixon, Member

Sandra K. Griffin, Clerk-Manager

Leave & Longevity applicable to non-administrative personnel = $308,848.77

Vacation
Sick h a v e
Sick Leave Buyout
Holiday
Personal Leave
Sick Leave (Comp)

$104,471.41**
$ 62,504.06
$ 32,891.46
$
719.60

TOTAL

$335,102.07

Minus leave for Staff

$-26,253.30 (see below)

TOTAL

$308,848.77

$ 96,986.26
$ 37,529.28

**

In April, 2008 the Oceana County Board of Road Commissioners made a Motion to pay the
employees for their unused sick-leave over a 3-vear period (which ended in 2010). Employees were
then given 6 days personal leave days and 6 days sick-leave days at the beginning of each year - if these
12 days are not used before the end of the fiscal year, the remaining hours are put into their deferred
compensation accounts.
,

Manager's Leave
Clerk's Leave
Payroll Clerk's Leave

$ 8,669.56

$14,081.56
$ 3,502.18

TOTAL

$26,253.30

Our rate for 201 1 is 75.1 1% - leave & longevity is $195,732.05 -percentage is 15.1 1%

Re: County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Kelly McGinn [mcginnk@ocrc-mi.org]
Monday, October 15,2012 12:22 PM
Rep. Rick Olson
Tom Deans [deanst@ocrc-mi.org]
Attachments:455C FOIA September 2 0 1 2 . ~ 1(21
~ KB) ;45% 2Oll.pdf (74 KB)
Sent:
To:
Cc:

Good Morning,
I am responding to the FOIA request listed below.
I have attached a spreadsheet that will answer the questions you requested.
I have also attached form 455C for 2011.
If you have any additional questions, please feel free to call me at 989-732-5202.
Thank You
Kelly McGinn
Finance Director
Otsego County Road Commission
PO Box 537
669 W. McCoy
Gaylord, MI 49734
989-732-5202
989-732-6775
mcginnk@ocrc-mi.org

----- Original Message ----From: tom deans
To: Kellv McGinn
Sent: Thursday, September 27,2012 3:44 PM
Subject: Fw: County Fringe Benefit Rates

From: Re?. Rick Olson
Sent: Thursday, September 27,2012 2:30 PM
To: Tom Deans
Subject: County Fringe Benefit Rates

I

Dear Otsego County Road Commission Manager Tom Deans,
This request for information is being generated to build the case for additional funding for road
and bridges, something I am still hoping we can get accomplished in the lame duck session after
the November 6 elections. Part of the case we need to build is that taxpayers are currently getting
value for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for
work performed on MDOT's behalf appear out of line in some cases. I know that there often are
good explanations for numbers or percentages that appear out of line, so I am seeking that

Re: County Fringe Benefit Rates

I
I

additional information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe
benefit information MDOT form 455C. A copy of Form 455C is attached. Attached is a
worksheet combining FY 2010 fringe benefit information for all contract maintenance counties.
In addition to the information for the 66 counties, similar MDOT information was provided for
comparison purposes.
Based on that information, your county had total fringe benefit costs of 120.52% of
non-administrative payroll in 20 10, much higher than the median 100% of the 65 counties, and
above MDOT's FY 201 0 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your
Hospitalization Insurance percentage of 71.75% appears to be particularly high. Please
explain. Also, please outline what actions you have taken to rein that cost in for the future.
The 2010 data was the latest I received from MDOT, so please also attach your 2011 Form
455C to your response.
I would appreciate a response no later than October 12, to allow me time to compile the
answers into a report I can deliver to the remainder of the legislators early in November. I would
not want to have to report "Failed to respond" for your county, as this will not help convince
other legislators that taxpayers are getting value for their money. Responses may be sent to my
from which this message is sent.
office e-mail address of rickolson~house.mi.gov,

If you have any questions, feel free to give me a call. My cell phone is probably the best so you
don't have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48176acomcast.net
Office:
989 Anderson House Office Bldg.
517-373-1792

Fringe Benefit Cost on 455C

Leave and Longevity
Compensation Insurance
~ederalSocial Security
MERS
Hospitalization
Life Insurance
Other
Total

1

1

2007

2008

2009

2010

201 1

Estimated
2012

$208,220
$14,827
$134,813
$219,900
$828,620
$2,548

$233,786
$23,155
$122,323
$207,912
$886,260
$2,251

$191,417
$44,354
$1 13,743
$213,383
$1,041,784
$1,121

$189,552
$33,305
$112,352
$266,679
$791,719
$891

$151,623
$25,124
$104,941
$259,826
$855,691
$803

$145,058
$22,758
$106,884
$385,211
$828,595
$885

1

1

Changes Made to Health lnsurance
- Employees hired as of 2009 or later will not receive Health lnsurance in retirement.
- Employees hired before 2009 and 10 years of service or less will receive zero empoyer comtribution to Health lnsurance
- Employees hired before 2009 and less than 20 year of service will receive 5% times years of service to determine cost paid to lnsurance premium.
- Employees hired before 2009 and has 20 year or more service will receive 100% premium costs for health insurance paid.
- In June 2012, established CAPS (Maximum amount the Employer will pay - Employees pay anything above the CAPS)
- Estimated Hospitilization rate for 2012 took into consideration CAPS established from June through December 2012.
- In June 2012, Health lnsurance plan was changed to a lower cost plan.
- In June 2012 Health lnsurance plan was changed to a lower cost plan for those retirees that have Health Insurance.
- In June 2012 those that retire under the new contract and will receive health insurance will only receive up to $350 per month of service covered by the
employer after they are medicare eligible.
- In June 2012 active employees began to contribute to their health insurance (amount above the established CAPS).
Changes made to MERS Benefits:
- Through Union Negotiations in 2012 (Contract is in the process of being signed and adopted), the following changes will occur:
1. Those hired before the signing of the new 2012 Union Contract will receive the current coverage of B4 with F55125 waiver,
but will contribute 1% following the signing of the contract, then 1.25% effective 6/1/2013, and 1.50% effective 6/1/2014.
2. Those hired after the signing of the new 2012 Union Contract will participate in the MERS B-2 plan with age 60 as normal age of retirement. No Riders
The employer will calculate benefits based on straight time earnings only. They will also contribute the same percentage as those hired before the 2012 contract.
3. Since 2012 Union Contract is not signed yet, MERS contributions have not been deducted from the employees and not reflected in the 2012 rate. .
Other:
- No increase in hourly rate for employees for the life of the 2012 contract which ends December 31, 2015
- In 2009, we had 3 salaried employees retire. Two of these positions were replaced by hourly employees. The two hourly positions were not replaced.
- Commissioner retirement benefits have been eliminated and Health lnsurance Benefits reduced 50% or more.
- Over the past 10 years, we have not replaced full time drivers who have retired. This amounts to a reduction of approximately 6 drivers.
- Use of part-time employees has increased in order to reduce fringe benefit rates.

Michigan Department
of Transportation
4 5 5 ~(04111)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST
FOR THE CALENDAR YEAR ENDING D E C E M 8 E R 31, 2011
OR F O R COUNTY FISCAL Y E A R ENDING 20-

Maintenance Division

0 Contract Services Division

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE INSTRUCTlONS ON REVERSE, Computalions subminedon this form are subject to audit.

-

1,423,555

A. Total Payroll CalendarlFiscal 20i1(see instructions)

A.

A-I Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.

$

55 ,904

A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not included in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)

$

72

8. Payroll Cost applicable to administrative personnel, including leave and longevity, for
Calendar/Fiscal20-

(see instructions)

C. Leave and Longevity for non-administrative employees for CalendarlFiscal 20instructions)

(see

D. Leave and Longevity for administrative personnel that is included in Line B, for CalendarlFiscal
20

(see instructions)

Al.

A2.

$

203,775

B.

$

119,847

C.

$

24,145

D.

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY I , 2 0 4 N D ENDING DECEMBER 31.20OR FISCAL YEAR BEGINNING
20 A N D ENDING

20

-

* = Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and

non-administrativeleave and longevity
'^ = Base for other benefits = total payroll less insurance opt-oulpayments, non-leave labor, non-adrninislrative leave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activily 51 3 of the Board for the calendar year 20 or Fiscal Year of
to September 30,20
LEAVE and LONGEVITY applicable to nonadministrative personnel

S

145,058

Cost I A - (AI+A2+B+C) '

COMPENSATION INSURANCE

s

22,758

Cost + A - (AI+A2+C+D)

1$

106.884

Icost + A - (AI+A~+c+D)

385,211

Cost + A (AI+A2+C+D)"

FEDERAL SOCIAL SECURITY
MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

$

-

lCost + A - (Al+A2+C+D)

31.48

%
%

-1

HOSPITALIZATIONWURANCE (INCLUDING OPTOUTPAYMENTS) '.
LIFE INSURANCE

67.72

%

-

.07

%

cost I A (AI+A~+c+D) *

885

Cost + A (AI+A2+C+D)"

I

REFUNDS RECORDEDAS REVENUE (Including
Medicare Part D subsidies)

-

828,595
$

OTHER BENEFITS (IDENTIFY):

Cost -+ A - (Al+AZ+C+D) "

$

16,530

$

Oh

-

cost + A A
(I +A~+c+D)*

i.35

'

-Rev + A - (AI+AZ+C+D)*

$

A. McGi nn

Finance Di rector
I

Health Care = 989,125 (2011)
Estimated Health Care 2012 = 828:,595

. K
%

II

CODE 187 - TOTAL LEAVE AND BENEFIT RATE

** Actual

%

%

4

HEALTH AND ACCIDENT INSURANCE

Kel ly

8.74

"1

ICOS~
+ A - (A,+M+C+D)

BY:

%

f.

SELF-INSURED OR OTHER RETIREMENT

OTHER INSURANCE (IDENTIFY.):

13.90
1.86

125.1.1

I
I

DATE

1/13/12

%

request for explanation

request for explanation
Jerry Smigelski Ljsmigelski@i2k.com]
Monday, October 08,2012 10:54 AM
Sent:
To:
Rep. Rick Olson
Cc:
john niemela Uniemela@localroads.net]
Attachments:IMG.pdf (910 KB)

Rep. Olsen:
As you are aware fringe benefit rates are based upon the total benefit package divided by the total
payroll. Here at the Presque Isle County Road Commission we have reduced our staff by nearly 50%
since 1991, from 41 full time employee, t o 22 today. This doesn't mean that we were overstaffed in
1991, but through retirements we have reduced staff and also had t o reduce services we could
provide t o the traveling public and to our residents. While this reduction lowers payroll, benefit
costs have risen, thus raising our benefit rate.
Since the mid 1990's our Road Commission has taken numerous steps to keep benefit costs inline.
new hires after 7-1-1996 are not eligible for health insurance coverage upon retirement
since 1996 numerous changes in our health insurance plan has taken place including increases
in co-pays and deductibles
in 2005 retirees over the age of 65 were removed from our health insurance plan
several employee association contracts were signed with minimal increases in wages and
several with wages freezes (most recent 7-1-2011 t o 8-6-2012) to keep costs down
in our most recent employee contract, our crew has agreed to contribute towards MERS
retirement; 3% of gross wages this year, then 4% for the next year and 5% for the following
year. This is for all employees, management included.
with the passage of PA 152 our employees will now be paying a % of their health care cost
This year we are being forced to replace two full time employees who retired this past summer,
with two temporary seasonal truck drivers for winter maintenance because we are unable t o hire full
time employees. Since the reduction of the workforce beginning in 1991 our Road Commission has
been hiring part time snow plow drivers as needed and have been able t o keep up, but I fear with
the loss of additional full time employees we will not be able to continue providing the routine
service during the off winter months t o the traveling public and our residents as they expect.
One item I suggest you look at when comparing MDOT t o the Road Commissions is the "total cost
per mile" on State Trucklines. Within our TSC you will see that we are considerably lower than
MDOTs and I believe this is true throughout the State.
I wish to thank you for your efforts t o pursue additional road and bridge funding. When you do
secure this additional funding please have it flow through the Act 5 1 formula for distribution so
everyone (MDOT, Road Commissions, Cities and Villages) can benefit from it equally.
Sincerely
Jerry Smigelski

request for explanation

Supt/Manager
Presque Isle County Road Commission

Michigan Department
of Transportation
455c (04111)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST
FOR THE CALENDAR YEAR ENDING DECEMBER 31,2011
OR FOR COUNTY FISCAL YEAR ENDING 20-

€3

Maintenance Division
Contract Services Division

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE INSTRUCTIONS ON REVERSE. Computations submittedon this form are subject to audit.
COUNTY ROAD COMMISSION

Presque Isle Road Commission

I

-

A. Total Payroll CalendarlFiscal2 0 4 (see instructions)

$

.

1,106,561.98

A.

A-I Insurance opt-out payments made to employees included in total payroll on Line A, and in the
benefit costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also included in the benefit costs
below, but are not induded in the leave and longevity on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarlFiscal2011 (see instructions)

$

0.00

A1 .

$

77,646.23

A2.

$

124,075.64

6.

C.Leave and Longevity for non-administrative employees for Calendarffiscal20instructions)

$

132,115.03

C.

$

13,371.09

0.

(see

D. Leave and Longevity for administrative personnel that is included in Line 6,for CalendarIFiscal
20(see instructions)

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 , 2 0 xAND ENDING DECEMBER 3 1 , 2 0 1 2
OR FISCAL YEAR BEGINNING
20 A N D ENDING

20 -

= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrative payroll (including leave and longevity) and
non-administrativeleave and longevity
* = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, nokadministrative leave and longevity, and
I
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of Me Board for the calendar year 20
or Fiscal Year of
to September 30,20
LEAVE and LONGEVITY applicable to nonadministrative personnel

$

132,115.03

I

COMPENSATIONINSURANCE
-FEDERAL SOCIAL SECURITY
MICHIGAN MUNICIPAL EMPL. RETIREMENT
SYSTEM

HEALTH AND ACCIDENT INSURANCE

1.62 %

$

77,646.23

Cost + A -'(A~+A~+c+D)"

8.79 %

$

247,703.36

Cost + A - (Al+A2+C+D) "

REFUNDS RECORDED AS REVENUE (Including
Medicare Part D subsidies)

28.04

0.00

$
$

2,047.23

-

%

Cost+ A (Al+A2+C+D) *

-

54.21 '%

Cost + A - (Al+A2+C+D) "

%

Cost c A (Al+AZ+C+D)

Cost + A - (Al+M+C+D) "

0.23

%

110.02

%

I

CODE 187 -TOTAL LEAVE AND BENEFIT RATE
PREPARED BY:

%

I

478,903.81

MERS MTG

-

Cost+ A (Al+AZ+C+D) "*

HOSPITALIZATIONINSURANCE (INCLUDING OPTOUT PAYMENTS)

OTHER BENEFITS (IDENTIFY):

17.10 %
I

14,317.76

$

OTHER INSURANCE (IDENTIFY.):

Cost* A - (Al+A2+B+C) '

,

$

I

'

-

TITLE

DATE

\

Benefit rates

Benefit rates
Tim O'Rourke [Orourket@roscommoncrc.com]
SentTuesday, October 02,2012 8:39 AM
To:

Rep. Rick Olson

Good morning Representative Olson, my OfFice Manager will be forwarding the most recent information to
you today. Our current benefit rate is roughly 72%, Our historical benefit rate has run in the 75-85% range for
most of the previous years. My first year here was 2007, that year we were over 100%. The 2010 numbers
were high for both insurance and other insurance for the following reasons. That was our last year with the
BCBS products and FLEX accounts. The Blues product had a huge increase in cost. We transitioned into a
Priority Health high deductible plan combined with an H S A. This was the year we had to fund both FLEX
($30K) and H S A ($72K). In 2011 we experienced a huge savings in the cost of health insurance and we moved
the H S A payment into that same line item. The Priority Health insurance plan has already increased by 20%
or more in both years, so the saving from previous years is slowly eroding. All that being said I am amazed at
how high the benefit rates are in other contract counties especially compared to MDOT's own numbers. How
could anyone explain 212% benefit rates? Luckily we never had a defined benefit plan like most other CRC's.
We have had a fixed contribution for retirement of 8-9% for a very long time. Sincerely Tim O'Rourke
Happy to discuss this and other topics with you at any time. 989-366-0333 ext 13.

Michigan Department
of Transportation
455C (04111)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT C.OST

nMaintenance Division

FOR THE CALENDAR YEAR ENDING DECEMBER 31.20OR FOR COUNTY FISCAL YEAR ENDING 20-

0 contract services Division

Information required by Act 17 of 1925. Failure to supply information will result in non-payment for services.
SEE lNSTRUCTIONS ON REVERSE Computationssubmitted on this form are subject to audit.
COUNTY ROAD COMMISSION

A. Total Payroll - CalendarlFiscal20-

(see instructions)

$

\~cl?.-(s/.Ss
A.

A-1 Insurance opt-out payments made to employees induded in total payroll on Line A, and in the

benefe costs below.
A-2 Other non-leave labor costs in total payroll on Line A that are also induded in the benefit costs
below, but are not included in the leave and longev on Line C (for example, labor applicable to
retro pay, jury duty or on-the-job injury) R 5 )'4 ?-ko

$

B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
CalendarlFiscal20- (see instructions) 0 U- ko \ Q a+e
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= Base for leave = total payroll less insurance opt-out payments, non-leave labor, administrat'we payroll (including leave and longevity) and
non-administrative leave and longevity
* = Base for other benefits = total payroll less insurance opt-out payments, non-leave labor, non-administrative leave and longevity, and
administrative leave and longevity
All costs used in computing rates are taken from Activity 51 3 of the Board for the calendar year 20 or Fiscal Year of
to September 30.20
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FW: Fringe Benefit Response

FW: Fringe Benefit Response
Rick Olson [olson48176@comcast.net]
Wednesday, October 03, 2012 1:30 PM
Rep. Rick Olson
Attachments:0455288.pdf (786 KB)
Sent:
To:

From: Terri Taylor [maiIto:ttaylor@sanilacroads.com]
Sent: Tuesday, October 02, 2012 9:57 AM
To: olson48176@comcast.net
Cc: tfalls@sanilacroads.com
Subject: Fringe Benefit Response

Rep. Rick Olson,
Following is the response to your e-mail dated 9/27/2012 pertaining t o our fringe benefit costs.
Part (most of) the problem with this 102.52% labor rate in 2010 was due t o an error on the Form 0455C. We
had a "typo" and recorded $368,312.83 for Payroll Costs applicable t o administrative personnel (Line B)
instead of $268,312.83. When corrected, it brings our labor rate down t o 100.16%.
When corrected, the Leave and Longevity (Non-administrative) goes from 21.54% down t o 19.92%. The
Hospitalization lnsurance goes from 58.51% down t o 57.98%.
The actions we have taken t o control costs are:
1. We've moved our existing retirees over 65 from a Group Health lnsurance Plan t o an Individual Plan.
2. We've eliminated reimbursement of the "doughnut hole" for future retirees over 65. In other
words, they will only be reimbursed for premiums, and no out-of-pocket expenses.
3. We've moved our active employees from a PPO t o an HSA high deductible plan.
4. We have 18 less people than 10 years ago.
5. We do some contracting with other counties and private contractors for certain services such as
material testing, park maintenance, and roadside mowing.
Also attached is the 2011 Form 0445C per your request. If you have any further questions, please feel free to
contact us.
Rob Falls
Engineer Manager
Sanilac Co. Road Commission
810-648-2185
810-648-5810 fax

Terri Taylor
Finance Director
Sanilac Co. Road Commission
810-648-2185
810-648-5810 fax

Michigan Department
of Transportation
0455C (09M6)

DISTRIBUTION

REPORT OF EMPLOYEE BENEFIT COST

FOR THE CALENDAR YEAR ENDING DECEMBER 31 20Ll
OR FOR COUNTY FISCAL YEAR ENDING 2011

Maintenance Division

0 Conkad Services Division

Information required by Act 17 of 1925. Failureto supply i n f o m e o nwill result in non-payment for services.

SEE lhlSTRCIC77ONS ON REVERSE. Computations submitted on this form are subject to audit.
COUNTY ROAD COMMISSION
-- -

Sanilac
A Total Payroll - CalendarlFiscal20d (see instructions)

A-I Insurance optout payments made_ta_ernployees.includedin total payroll on Line 4 and in the
benefit costs below.

A-2 Other non-leave labor costs in total payroll on Line A that are also induded in the benefit costs
below, but are not induded in the leave and longevity on Line C (for example;labor applicable to
retro pay. jury duty or okthe-job injury)
B. Payroll Cost applicable to administrative personnel, including leave and longevity, for
Calendarfiscal 20- (see insttudions)

$

43,254.54

Al.

$

(

A2.

265,589.92

B.

$

316,881.70

C.

$

49,354.19

(see

C. Leave and Longevity for non-administrative employees for Calendar/Fiil20instructions)

D. Leave and Longevity for administrativepersonnel
included in tine B, for Calendarfiscal
- .- - -that--is--- -- .20
(see instructions) - --

RATE TO BE USED DURING THE CONTRACT PERIOD
BEGINNING JANUARY 1 . 2 0 2 AND ENDING DECEMBER 31,20=
OR FISCAL YEAR BEGINNING
Id
2
0 AND ENDING

77.50)

}

D.

a
20-

= Base for leave =total payroll less insuranceopt-out payments. non-leave labor, adrninkbative payrol (hduding leave and longevity) and
non-administrativeleave and longevity.
" = Base for otherbenefits= total payroll
insrwnce optout payments, mn-leave labor, mn-admmistrativeleave and longevity, and
administrative leave and longevity.
All costs used in computing ratesare taken from Activity 51 3 of the Board for the calendar year 2 0 a
to September 30.20
or Fiscal Year of

+
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1.00.13
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-

CODE 187 - TOTAL LEAVE AND BENEFIT RATE
PREPARED BY

59.97'

DATE

3/12/2012

%

RE: County Fringe Benefit Rates

RE: County Fringe Benefit Rates
Craig Kelso - SCRC [craigkscrc@centurytel.net]
Sent:Wednesday, October 10, 2012 11:42 AM
Rep. Rick Olson

To:

Representative Olson,
Thank you for your efforts to obtain additional funding for roads and bridges and to show the taxpayers they
are getting value for their money. We are encouraged by your email and hope our response to your questions
gives you additional insight to the fiscal challenges at our Road Commission.
During the past several years, as employees have retired or left employment, these positions have not been
filled with permanent employees. These positions have been left vacant or filled with temporary seasonal
workers that do not receive benefits. During the past four years, six full time positions were not replaced.
The result of this method of reducing expenses causes an increase in the fringe rate as there are less wages to
share the percentage of fringe costs. As the wages decrease, the denominator, and the benefit costs increase,
the numerator, the natural result is a higher percentage of fringe costs. Higher fringe benefit costs are
attributable to higher than state average costs for health insurance and OPEB obligations.
Additionally, in past years, the Union has negotiated for better health insurance benefits in lieu of increased
wages. Therefore the result would be the same as previously mentioned. In addition, there have no pay
increases during the past four years and retirees began paying a portion of their health insurance premium
three years ago.
With regards to Retirement, in 1999 we were 96% funded and very little legacy costs existed. Due to allowed
changes in our retirement plan and the market collapse in 2008, we were not able to keep pace with our
unfunded accrued liability. However, in the past three years, we have been making additional payments to
reduce our UAL and this has resulted in an increase of our fringe benefit rate.
Please contact me if you have additional questions and thank you again for your interest in improving roads
and bridges. We are more than willing to work with you on this endeavor.
Sincerely,
Craig J. Kelso

From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Thursday, September 27, 2012 2:28 PM
To: craigkscrc@centuryteI.net
Subject: County Fringe Benefit Rates

Dear Schoolcraft County Road Commission Manager Craig J. Kelso,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.

RE: County Fringe Benefit Rates

https://ch 1 prd04 1 1 .outlook.com/owa~district055@house.mi.gov/?ae...

It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 201 0 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 120.74% of
non-administrative payroll in 201 0, much higher than the median 100% of the 65 counties, and above
MDOT's FY 2010 total of 86.22%.
Please provide me with an explanation for why the percentage is so high. Your Leave and
Longevity (Non-admin) percentage of 21.89% appears to be particularly high. Please explain.
Also, please outline what actions you have taken to rein that cost in for the future. The 2010
data was the latest I received from MDOT, so please also attach your 2011 Form 455C to your
response.

I would appreciate a response no later than October 12, to allow me time to compile the answers
into a report I can deliver to the remainder of the legislators early in November. I would not want to
have to report "Failed to respond" for your county, as this will not help convince other legislators that
taxpayers are getting value for their money. Responses may be sent to my ofice e-mail address of
rickolson@,house.mi.gov, from which this message is sent.
If you have any questions, feel free to give me a call. My cell phone is probably the best so you don't
have to go through any legislative aide.
Rick Olson, State Representative
55th Legislative District
525 Judd Road, Saline, MI 48 176
734-944-0794,734-646-5286 cell
olson48 176@,comcast.net
Office:
989 Anderson House Office Bldg.
5 17-373-1792
rickolson@,house.mi.gov
httg://repolson.com

Rick Olson
From:
Sent:
To:
Subject:
Attachments:

Lonny Latunski [Ilatunski@shiawasseeroads.com]
Wednesday, October 10,2012 9:03 AM
olson48176@comcast.net; rickolson@house.mi.gov; Ed Noyola
Benefit rate
20121010084314.pdf

Representative Olson,
Attached you will find our response to you inquiry. The hard copy will be mailed to you.

If you need anything additional, please let me know.
Thank you,
--

Lonny L Latunski
Managing Director
Shiawassee County Road Commission
989 743-2228

SHIAWASSEE COUNTY ROAD COMMISSION
70 1 West Corunna Avenue, Corunna, Michigan 4881 7- 1229
Phone: (989) 743-2228 Fax: (989) 743-5008

.

October 10,20 12
LONNY L. LATUNSKI
Managing Director
BRENT P. FRIESS
Superintendent
MARILYN OWEN
Clerk

Commissioners:
MIKE CONSTINE
JOHN A. MICHALEC
STEPHEN A. ZEMCIK

Mr. Rick Olson
State Representative
55'h Legislative District
525 Judd Road
Saline, Michgan 48176
Re:

Benefit rate

Dear Representative Olson,
Thank you for your interest in the serious lack of funding for roads. One thing
that is true, for all of our constituents, is that roads know no political party, but
all roads have an impact on every resident within Michigan.
With our current MTF revenue at the same level received in 1999, the effects of
inflation have greatly eroded the buying power of the money that we receive.
The Shiawassee County Road Commission has made several changes that will
have a positive impact to our benefit program cost.
In 1996, the MERS B-4 (2.5 multiplier) was closed with new hires being placed
into a new division. This division is a B-2 with a 2.0 multiplier. Nearly 50% of
our current work force is now in the B-2 division. The result of this change has
increased our retirement cost on the old division. However, this cost will go
down in the future.
As of 1-01-99, all new hires will not receive retirement health care. We provide
no alternative funding in place of this change.
In April 201 1, all retirees were moved to the same health insurance plan as
active employees. This change has resulted in immediate cost savings to our
health insurance plan.
Our overall employment has decreased from 45 to our current level of 37. Our
work force has received no wage increase since 2008. These two factors result in
a higher benefit to labor percentage with the legacy costs spread on the payroll.

Enclosed you will find our 201 1 MDOT 45%. This shows a decrease in benefit
rate to 133.84%.
The Administrative cost for 201 1 was 5.7% of our budget.

Thank you again for your help in trying to resolve the funding issues facing all
roads in Michigan.

LO&$ L. Latunski
Managing Director

Cc:

Board of Road Commissioners

Michigan Department
of Transportation
455C (0411)
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Jan 16,2012

RE: CounQ, Fringe Benefit Rates

RE: County Fringe Benefit Rates
Jay Tuckey ~jtuckey@tuscolaroad.org]
Sent:Thursday, October 11, 2012 3:07 PM
To: Rep. Rick Olson

Honorable Rick Olson
District Representative
SUBJECT County Fringe Benefit Rates
Dear Representative Olson:

I have received your request for information in regards to generating a case for additional funding for roads and
bridges. More specifically, you requested an explanation as to why the Hospitalization lnsurance percentage
for the Tuscola County Road Commission appears to be higher than many other counties.
There are several factors that affect the percentage ratio when calculating the fringe benefits costs including
the following. Reduced staffing levels through attrition and doing more with less will increase that percentage
ratio. Also, employee wage freezes over time versus large annual increases in the cost for hospitalization
insurance will increase the percentage ratio. The Tuscola County Road Commission has recognized these
increased percentages and adopted a plan last January 1, 2012 to reduce these percentages.
The Tuscola County Road Commission adopted a new Hospitalization lnsurance Plan which included higher
deductibles and higher co-pays in order to reduce fringe benefit costs. With this change, the Tuscola County
Road Commission will experience more than a 20% reduction in hospitalization insurance costs for the year
2012.
If you should have any questions or need additional information, please contact me. Otherwise, good luck with
your efforts for additional funding for roads and bridges.
Sincerely,
Jay Tuckey, SuperintendentlManager
Tuscola County Road Commission

From: Rep. Rick Olson [mailto:district055@house.mi.gov]
Sent: Thursday, September 27, 2012 4:49 PM
To: jtuckey@tuscolaroad.org
Subject: County Fringe Benefit Rates

Dear Tuscola County. Road Commission Manager Jay Tuckey,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work

Re: County Fringe Benefit Rates

Re: County Fringe Benefit Rates
Alan Cooper [adcooper36@gmail.com]
Sent:Friday, September 28, 2012 11:58AM
To: Rep. Rick Olson

Dear Representative Olson,
I am responding t o your email, dated September 27,2012, requesting an explanation of the Other
Benefits percentage.
In 2010 we settled our union contract. In lieu of raises during the three (3) year agreement, a
$2,000.00 lump sum payment was negotiated. This lump sum payment versus raises was a
significant savings to the Wexford County Road Commission. This was paid t o 30 employees for a
total of $60,000.00.
If you require any further information please contact me at the number above.
Sincerely,
Alan D. Cooper

On Thu, Sep 27,2012 at 4:5 1 PM, Rep. Rick Olson <district055~house.mi.gov>wrote:
Dear Wexford County Road Commission Manager Alan D. Cooper,
This request for information is being generated to build the case for additional funding for road and
bridges, something I am still hoping we can get accomplished in the lame duck session after the
November 6 elections. Part of the case we need to build is that taxpayers are currently getting value
for money.
It has been brought to my attention that the fringe benefit rates paid by MDOT to counties for work
performed on MDOT's behalf appear out of line in some cases. I know that there often are good
explanations for numbers or percentages that appear out of line, so I am seeking that additional
information.
The Michigan Department of Transportation(MD0T) requires counties under contract to perform
maintenance work on MSDOT 's road system are required to submit direct labor and fringe benefit
information MDOT form 455C. A copy of Form 455C is attached. Attached is a worksheet
combining FY 201 0 fringe benefit information for all contract maintenance counties. In addition to
the information for the 66 counties, similar MDOT information was provided for comparison
purposes.
Based on that information, your county had total fringe benefit costs of 97.55% of
non-administrative payroll in 2010, compared to the median 100% of the 65 counties, and MDOT's
FY 20 10 total of 86.22%.
However, please provide me with an explanation for why the Other Benefits percentage of
4.87% appears to be higher than that of many other counties.

