OPE Overview

( Other Payroll Expenses)
Definition:  Employment-related expenses for benefits which the university incurs in addition to an employee’s actual salary.

General Information

OPE includes the university’s share of an employee’s medical & dental insurance, retirement, Social Security, Medicare, Workman’s Comp, Unemployment, Lane County Transit tax and the State Accident Insurance Fund (SAIF).  For Classified employees, it includes the Employee Relations Board (ERB)

OPE consists of two basic components, Fixed and Variable
The Fixed amounts are:

· Insurance: Insurance coverage is applicable to any employee at an Appointment% of 50 or greater.  For Unclassified, the insurance amount remains the same between 50 to 100%.  (Note:  although the employee may “opt-out” of insurance coverage, the employer must still pay insurance for every eligible employee.)

For Classified, the insurance coverage is pro-rated between 50 to 99%. (See OPEU Contract, Article 24)

· Employee Relations Board:  The ERB charge is to any classified employee (permanent or temp).  It is the same amount per month, regardless of Appt%.

The Variable amount comprises the remainder of OPE.  These amounts vary because they are percentages of the employee’s income or based on hours worked per month.

· Retirement is taken for most full-time employees after 6 months of full-time work and is based on all taxable income (including opt-out return). (If you have any questions about an employee’s retirement eligibility, contact the retirement specialist in Payroll).

· Social Security, Medicare, Mass Transit are based on the employee’s taxable income.

· Unemployment is based on gross salary (opt-out not included)

· Workers Comp is based only on working hours (not vacation, sick pay, etc.)

Budgeting OPE

There are a few simple things to remember about budgeting OPE:

· Don't panic

· OPE is a moving target

· Budgeting OPE is not getting the numbers exact, it is creating a budget with enough flexibility to handle the inevitable expense fluctuations

An "OPE Rate" is simply the percentage of a person's benefits to their pay

· An OPE Rate does not drive benefits, i.e., just because a rate is higher, it does not mean the employee is "more expensive"

How should I budget OPE?

You may budget by University Average Rates or by Individual.  The amount can vary greatly.  You will need to decide what method gives you the “best fit” for your budget.  These rates and the various methods you can use to calculate OPE are on our website in an Excel file: “OPE Worksheets”.

University Average Rates:

These rates are calculated from the actual OPE charges in prior periods.  They are averaged over the entire university community.  These UO rates are used by ORM when they distribute salary dollars to units across campus.

OPE by Individual or by List:

These OPE worksheets calculate by individual--they “do the math” for you.  If reasonable for your area, you can run all your employees through the calculations by using the “list” sheets on the worksheet.  This method will create an OPE budget that comes closest to the actual expenditures.

Where do I begin?

Take a quick look at your area's demographics (compared to the University average rates):

· If your 9-month professor's average salary is less than Vera Vanilla’s, you will have a higher OPE rate. 

· If your classified staff person makes less than the worksheet’s Polly Plain you will have a higher OPE rate.

· If you have a lot of part-time 9-mo unclassified employees who are at Appt% 50 (i.e., eligible for full coverage), you will have higher than average OPE rates.

· If you have a lot of part-time 9-mo unclassified employees who are at Appt% 50 and they receive benefits over the summer, you will have very high OPE rates (see "Triple Deduct" below.)

Triple Deduct
All benefits-eligible 9-month unclassified employees who have a contract Spring Term and will have a contract Fall Term are eligible for insurance coverage over the summer months.  The employee may arrange for this coverage through Human Resources and does not necessarily have to contact the department person responsible for payroll.  The system assumes all 9-month employees will have 12 months of coverage, and your area is charged accordingly.

You need, therefore, to budget the OPE for all 9-month unclassified employees as if they were 12 month with payments occurring in 10 months (see worksheets).

Medical Opt-Out

You also need to budget medical costs for employees who “opt-out” of medical coverage.  As an employer, you must pay for medical coverage of all eligible employees, regardless of whether or not they sign up for coverage.  Keep in mind that the amount of their Opt-out will come to them as taxable income and is subject to variable OPE.

OPE Adjustments

Near the end of Spring term, when it is determined what 9 month employees did not request summer coverage, or OUS determines they have over-collected for medical, OPE will be refunded to the departments.  If not enough medical charges have been collected to pay what the University owes, an extra charge may hit your OPE budget.  These changes, however, are usually minor when spread over the entire University community and usually do not have a significant effect on your budgets. 

Monitor your OPE budget along with your salary budget.  Remember, if you over-spend your budgeted salary dollars, you will almost always overspend your OPE budget!  Tracking an OPE budget doesn't necessarily mean tracking expenditure by individual--just keep an eye on your Available Balance.

Remember, this is budgeting—i.e., a plan.  While the worksheets will bring you closer to actual OPE--there are many reasons why the worksheets figures will not be exact.  (see "OPE Pitfalls").

