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Item #12
July 2, 1996

STATE OF ILLINOIS
BOARD OF HIGHER EDUCATION

EMPLOYEE BENEFITS FOR ILLINOIS PUBLIC HIGHER EDUCATION
FACULTY AND STAFF

Increasing employee compensation has been identified as one of the highest institutional
priorities by most Illinois public universities, community colleges, and higher education agencies, and
remains 2 key component of the Priorities, Quality, and Productivity initiative. Employees of public
higher education receive compensation for their services in two forms: salaries and employee benefits.
This report focuses on the group benefits that are available to public higher education employees.

Public higher education employees receive a number of benefits as a part of their compensation.
Employees of the Illinois Student Assistance Commission participate in the State Employees
Retirement System and the federal Social Security program. All other public higher education
empioyees are required to participate in State Universities Retirement System and are eligible for
retirement annuities and other benefits described below. Participants in the State Universities
Retirement System do not participate in Social Security. Employees of public universities and higher
education agencies are state employees and share the same benefits as other state employees, including
eligibility for group insurance benefits provided through the Department of Central Management
Services (CMS). Community colleges are statutorily defined as units of local government, and their
employees do not participate in the state funded group insurance program through CMS, but most
offer similar benefits at the local level.

In addition to state benefits, most public higher education institutions also provide sick leave
and vacation benefits, as well as tuition waivers for employees and their dependents. This report
provides a perspective on the range of benefits and the differences in the administration of
institutional benefits, such as sick leave and vacation payouts, for the employees of public universities,
community colleges and higher education agencies.

Retirement, Disability, and Death Benefits

The State Universities Retirement System (SURS), administers retirement annuities and other
benefits, including death, disability, and survivors benefits, for employees of state universities,

community colleges, and higher education agencies. Currently, participation in the SURS system is
a condition of employment.

Retirement. Members are eligible for retirement at any after 35 years of service regardless of

N age, after at least eight years of service at age 55, or after five years of service at age 62. Members
~ ') with at least eight years of service and age S5 are eligible for early retirement provisions, but at a
R reduced payout level. Members between the ages of 55 and 60, with at least eight years, but less than
‘ 35 years of service, are eligible for early retirement provisions without reduced benefits, provided both
the member and employer make a one-time lump some payment to SURS based on the member’s

. highest full-time salary rate.
' .’l The retirement annuity is based on the largest amount generated under one of the following
formulas:
i . . General Formula: a percentage of average earnings that increases with each ten years of
\)\ service, ranging from 1.67 percent for each of the first ten years, up to a maximum of
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2.3 percent for each year of service after 30 years (average earnings based on the average
of the highest earnings for any four consecutive academic years, or the 48 months prior
to retirement, which ever is larger); -

. Money Purchase: 2.4 times the accumulated member contributions, plus interest, divided
by an annuity conversion factor; or

. Minimum Annuity: a fixed dollar amount times the number of years of service, based on
a range of average annual earnings, with a low of $8.00 times the number of years of
service for average earnings of $3,500 and under, up to $15.00 times the number of years
of service for average earnings of $9,500 and over.

Legislation enacted by the General Assembly during the Spring 1996 session provides for a
minimum monthly annuity. Uunder provisions of House Bill 2616, the minimum monthly annuity
would be equal to $25 for each year of service credit, up to a maximum of 30 years of service. The
Governor had not acted on this bill as of the time this item was being prepared.

For first-time participants after September 14, 1977, the maximum annuity is 75.0 percent of
average earnings, and for members who participated before September 14, 1977, the maximum is
80.0 percent of average earnings. Retirement benefits increase annually by 3.0 percent.

Members contribute 8.0 percent of their gross earnings into the system to fund the cost of
retirement, death, and disability benefits. Currently, the normal cost of these benefits from state
contributions, as calculated by SURS, is equal to 9.2 percent of earnings. State funding of retirement
is based on a formula set forth in Public Act 88-0593 designed to fund the system’s ratio of assets to
liabilities at 90.0 percent by fiscal year 2046. During fiscal year 1996, the state contributed
$123.9 million for employer contributions to SURS. The fiscal year 1997 certified amount enacted
by the General Assembly is $159.5 million.

Optional Retirement Program. During the 1995 session of the General Assembly, legislation
authorizing employers within SURS to offer optional retirement programs was approved and signed
by the Governor. Since passage of this legislation, representatives of public universities, retirement
program vendors, SURS, the Governor’s Office, and the Board of Higher Education have worked to
draft legislation to clarify the procedures for offering such programs.

Legislation authorizing SURS to offer a modified benefit plan, identifying the procedures for
the review of optional retirement programs, and clarifying administrative requirements has been
developed and will most likely be addressed during the fall veto session which begins on November
7, 1996. Under provisions of the proposed legislation, SURS is authorized to sponsor a portable
retirement benefit program (PRBP) that allows employees terminating employment with more than
five years service in the system to receive to a refund of their contributions to the system plus interest,
and a dollar for doilar employer matching contribution. Employees electing to participate in the
PRBP would not be eligible for system financed pre and post retirement survivor and death benefits.

The proposed legislation also clarifies that SURS will be the plan sponsor for the optional
retirement program (ORP). Working with higher education institutions, SURS would establish
criteria for approving insurance, annuity, and mutual fund companies to manage ORP account assets.
Employer contributions for ORP accounts would be 7.6 percent of the participants salary; employees
would contribute 8.0 percent of their salary into the ORP account. Employees would elect irrevocably
to become a participant in either the current defined benefit plan, the PRBP, or an ORP. Estimates

of the additional first year cost to the state of offering these alternative benefits range from $7 million
to $13 million.

Disability and Death. In addition to retirement annuities, SURS provides members with
disability and death benefits. Members with at least two years of eligible service who become disabled
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are eligible to receive disability benefits after 60 days, or when sick leave payments are exhausted,
whichever is later. Benefits are equal to the greater of 50.0 percent of the employee’s salary on the

date of the disability, or 50.0 percent of the employee’s average earnings during the last 24 months
before the disability.

Death benefits are available to the families of active members with one and one half years of
covered service or inactive members with ten or more years of covered service. Benefits include the
equivalent of the member’s retirement contributions plus interest, a lump sum payment of $1,000 and
a monthly survivor’s annuity ranging from 50.0 percent of the member’s accrued normal retirement
benefit to 80,0 percent of average earnings up to $600 per tronth.

Group Insurance Benefits

Employees and retirees of state universities and higher education agenciés are covered by group
insurance benefits provided through the Department of Central Management Services (CMS).
Employees of community colleges are not eligible for these state funded benefits, but are eligible for
benefits determined by their local board of trustees. Group insurance benefits provided by CMS
include: health insurance, dental insurance, and life insurance. Employees can choose among
different plans for health and dental coverage, including the state’s Quality Care Plan or one of
several regional managed care and HMO plans. Estimated state general funds support of these
benefits for public higher education employees totals $112.9 million in fiscal year 1996.

CMS employee health insurance benefits were valued at $2,532 per employee for fiscal
year 1996. Employee contributions vary by salary range, with a minimum contribution of $120 per
year, or 5.0 percent of the total benefit cost, for employees earning-$22,700 or less per year, to a
maximum contribution of $270 per year, or 10.7 percent of the total benefit cost, for employees
earning $56,901 and above. Additional coverage is available for dependents with employee
contributions varying by salary, number of dependents covered, and insurance option. Employees are
covered for 12 moniks even though they may be employed only for nine months.

Employer and employee contributions for the group denial plan vary by the type of plan in
which the employee chooses to enroll. Employee contributions are not dependent on salary and
increase according to the number of dependents covered. For the Quality Care Dental Plan, employee
contributions range from $72 per year for individual members, to $150 for members with two or more
dependents. The state contributes $76 per year and $328 per year respectively. The value of the state
contribution for the Managed Care Dental Plan is $90 per year for individual members and $150 per

year for members with two or more dependents. No employee contributions are required for the
managed care plan.

Term life insurance also is provided for employees of state universities and higher education
agencies. The state’s contribution is $.43 per month per $1,000 of coverage with the coverage being:
the total amount of the basic contract salary. Optional coverage, up to four times the employee’s
salary, for employees and separate coverage for dependents, is available at an additional charge to the
employee. In fiscal year 1996, the state contributed approximately $4.8 million for term life insurance
costs for employees of state universities and higher education agencies. :

Although employees of community colleges do not participate in state funded group insurance
benefits offered through CMS, many community colleges provide similar health, dental, and life
insurance benefits for their employees and retirees. Community colleges are eligible to participate
in the Local Government Health Plan administered by CMS. Under this program, districts are
eligible to purchase the same group insurance benefits afforded state employees. The insurance may
be purchased for current employees and retirees, and requires both an employer and employee/retiree
contribution. Table 1 shows the range of health, dental, and life insurance benefits available at
community college districts in Illinois. Of the 38 community colleges that reported, 37, or 97 percent
offi:r some type of employee health insurance benefit program. Twenty-seven community colleges
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offer health insurance for the families of employees. Only 22 community colleges, or 58 percent, offer

dental insurance benefits for their employees. However, all 38 community colleges reporting provide
group life insurance benefits.

A state grant provides funding to offset local districts costs for providing health insurance for
retired community college facuity and staff. During fiscal year 1996, state funding of $2.6 million
provided $691 per community college retiree for health insurance premiums.

Sick Leave Benefits

By state statute, all state employees, after leaving state service, are paid for one-half of any
unused sick days earned after January 1, 1984. Unpaid accumulated sick leave is credited towards
retirement service. Sick leave payout benefits, as well as vacation payout benefits are, in a sense, a
form of deferred compensation. These benefits, while accumulated throughout the employee’s career,
are only paid to the employee and taxed upon leaving state service. Appendix A summarizes sick
leave benefits for public universities and higher education agencies, including the number of
cumulative sick days earned per month, the maximum accumulation of sick days, the method of
payment for accumulated sick days, (e.g. first earned/first used or last earned/first used), and any

additional non-cumulative sick days earned per year. These data were collected as part of a survey
of all public universities.

Sick leave benefits are uniform for civil service employees. All civil service employees earn one
sick day per month with no maximum accumulation. However, some variation exists in the sick leave
benefits accorded to administrative, professional, and academic staff at public universities and higher
education agencies. Cumulative sick days, or days the employee can accrue from year to year, vary
from a low of 7.2 days per year to a high of 21 days ger year. Eleven of the twelve public universities
provide additional non-cumulative sick days, days which cannot be accrued, ranging from 10 to 43 days
per year. Two universities, Chicago State University and Eastern Illinois University, provide facuity
an additional 20 non-cumulative sick days for the first three years of employment only. Eight
universities cap the maximum number of sick days that can be accrued, while the remaining four

universities and none of the higher education agencies have any caps on the maximum number of sick
days accumulated.

Accounting methods for charging employees for sick time used also vary. Both campuses of
Southern Illinois University and the three campuses of the University of Illinois account for the use
of sick time on a last earned, first used (LEFU) basis for faculty and professional staff. In other
words, sick time earned during the most recent period is charged first. This method effectively
reduces the sick leave payout liability for the institution, for employees that began before
January 1, 1984, by first using sick time the employee is eligible to be compensated for, as opposed
to using sick time earned before January 1, 1984. All other universities and higher education agencies
use a first earned, first used method (FEFU), which uses the oldest sick time the employee has
accumulated first. In the case of employees who began service before January 1, 1984, sick days
earned before that date would be used first, leaving compensated sick time earned since
January 1, 1984 to continue to accrue.

Appendix B shows the sick leave benefits offered to employees of Illinois community colleges.
Sick leave and vacation leave policies were collected by the staff of the Illinois Community Coliege
Board in response to a request from Board of Higher Education staff. At total of 29 community
colleges responded to the request. Sick leave benefits vary widely among the community colleges
reporting. While all community colleges offer sick time as a benefit, only four of the community
colleges reporting, Belleville Area College, Danville Area Community College, John A. Logan College,
and State Community College, compensate their employees for unused sick time upon leaving
employment. Through June 30, 1996, State Community College is a state supported entity, and
therefore required by statute to provide sick leave payouts for their employees. After June 30, 1996
benefits will be determined by a local board of trustees. John A. Logan College and Danville Area
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Community College compensate only those employees that retire from employment for waused sick
time, up to a maximum of 45 days for Belleville Area College and $10 per day, up to $200 total, for
Danville Area Community College. All other community colleges reporting do not compensate
employees for unused sick time, however the unused amount is certified to SURS. for retirement
service credit. The number of cumulative days earned by community college employees ranges from

.83 days per month to 1.67 days per month. No community college reports non-cumuiative sick days
as a benefit for employees.

Because employees of public universities and higher education agencies are paid for one half
of unused sick leave earned after January 1, 1984, all public universities and higher education agencies
have an accumulated liability for unused sick days employees have earned, but for which they have
not received compensation. These liabilities represent the total dollar amount of accumulated sick
leave public universities and higher education agencies will have to pay to employees upon
termination of employment.

Table 2 shows the estimated accumulated sick leave liability as of June 30, 1996, from
appropriated and nov-appropriated funds, for public universities and higher education agencies. For
fiscal year 1996, the estimated accumulated sick leave liability from state appropriated funds totals
$169.2 million. Another $29.7 million of accumulated sick leave liability is estimated for non-
appropriated funds. This represents a 6.4 percent increase over the total fiscal year 1995 state
appropriated funds liability and a 4.8 percent increase over the total fiscal year 1995 non-appropriated
funds liability. This total represents approximately 11 percent of the total fiscal year 1996 personal
service base for public universities and higher education agencies.

Table 3 shows expenditures for accumulated sick leave for fiscal year 1995 and fiscal year 1996
from appropriated and non-appropriated funds. During fiscal year 1996, public universities and higher
education agencies paid $12.6 million for accumulated sick leave benefits to employees leaving state
service from both appropriated and non-appropriated sources.

The accumuiated sick leave liability for the four Illinois community colleges, as of June 30, 1995,
totals $2.2 million, with Belleville Area College accounting for approximately $1.9 million and State
Community College $332,000. Daia was not available for John A. Logan College and Danville Area
Community College reported no accumulated sick leave liability.

Vacation Benefits

Appendix A summarizes data on vacation leave benefits for public universities and higher
education agencies including cumulative vacation days earned per year and the maximum accumulation
for vacation days. Like sick leave benefits, vacation benefits are uniform for civil service employzes.
Vacation is earned according to the number of years of service, with a minimum of twelve days per
year for civil service employees eligible to earn overtime (non-exempt) with less than three years of
service, to 28 days per year for civil service employees not eligible to receive overtime (exempt) with
ten or more years of service. The maximum accumulation of vacation days for all civil service
employees is the number of days earned in two years.

Vacation benefits are not uniform for administrative, professional and academic staff at public
universities and higher education agencies. Most administrative and professional personnel earn two
days of vacation per month with the maximum accumulation being the number of vacation days earned
over two years. Illinois State University and Northern Illinois University permit a maximum
accumulation of 56 days of vacation time for administrative personnel, consistent with the maximum
accumulation for exempt civil service employees. The Illinois Mathematics and Science Academy does
not permit any accumulation of vacation time from one year to the next for non-civil service staff.

Tenured and tenure track faculty generally earn the same vacation benefits as administrative and
professional staff. Faculty at Southern Illinois University at Carbondale and Southern Illinois

.5.




University at Edwardsville earn vacation at the same rate as exempt civil service personuel, while the
faculty at Northeastern lilinois University, Northern Illinois University, Western Illinois University
and the Illinois Mathematics and Science Academy have no vacation benefits.

Appendix B shows vacation benefits for Illinois community colleges. All of the community
colleges reporting indicate employees are compensated for unused vacation time upon leaving
employment. The number of vacation days earned per year varies by employee category and the
number of years of service. Of the community colleges reporting, only seven indicate faculty are
eligible for vacation benefits, while all other employee categories receive vacation benefits. Maximum
accumulation of vacation time varies by empioyee contract and college policy.

As with accumulated sick leave, public universities, community colleges and higher education
agencies also must account for accumulated vacation liabilities to be paid to employees upon leaving
service. Table 4 shows the dollar value of accumulated vacation liabilities for public universities and
higher education agencies, for fiscal year 1995 and fiscal year 1996, by appropriated and non-
appropriated funds. Public universities and higher education agencies have accumulated an estimated
vacation payout liai ‘lity of $117.3 million from all sources, with $80.1 million, or 68 percent, from
state appropriated { ands.

Table 5 shows fiscal year 1995 and fiscal year 1996 expenditures for accumulated vacation at
public universities and higher education agencies. In fiscal year 1996, public universities and higher
education agencies paid an estimated $8.6 million in unused vacation benefits, to employees leaving

state service, from both appropriated and non-appropriated funds, with 5.2 million, or 61 percent,
coming from state appropriated funds.

Table 6 shows the vacation liabilities and expenditures for fiscal year 1995 and fiscal year 1996
for the Iilinois community colieges that responded. As of June 30, 1995, Hlinois community colleges
had accumulated $7.5 million in vacation payout liabilities. In fiscal year 1996, this figure is estimated
to grow to $8.6 million. .

In addition to group insurance, sick leave and vacation benefits, public universities and
community colleges also offer tuition waivers as a benefit for their employees and employees’
dependents. Institutional tuition waiver programs are available at all twelve public universities for
faculty, administrators, and civil service support staff. Full or partial waivers are available at 36 of
the 38 responding community colleges. For public universities, fiscal year 1995 tuition waivers for
faculty, administrators, and civil service support staff were valued at $4.5 million.

State law further permits public universities to waive S0.0 percent of the cost of undergraduate
tuition for the dependents of staff who have been employed at the institution at least seven years.
Participants must be under the age of 25 and qualify for admission. Seven public universities also
waive the other half of tuition for staff dependents. Two institutions waive tuition for the dependents

of deceased staff. In fiscal year 1995, the value of these institutional tuition waivers was nearly
$1.4 million.

Conclusions

The examination of employee compensation by the Board of Higher Education has historically
focused on salaries. Because employee benefits, such as group insurance benefits administered
through the Department of Central Management Services, have been outside the purview of the Board
of Higher Education and higher ed: cation institutions, employee benefits have not been included in
reports on employee compensation.




The issue of employee benefits is, however, important for several reasons. Often, the total
compensation package, not just salaries, is one of the most important factors in attracting and
retaining quality faculty and staff. In addition, institutions are making resource allocatica decisions
that, in some cases, reallocate funds from salaries to benefit payouts.

While certain employee benefits are determined by statutory authorization, some governing
boards have made the decision to provide enhanced sick leave and vacation benefits. This decision
to provide enhanced benefits for employees has necessarily involved issues of priorities. The choice
to provide enhanced sick leave and vacation benefits should be made with the full consideration that
increasing payout benefits comes at the expense of resources that could otherwise be used for salary
increases, one of the highest priorities at most institutions.

Each governing board is requested to review their sick leave and vacation policies in light of
the analysis provided in this veport and the detailed data presented in Appendices A and B.

Institutional policies on the granting and accumulating sick and vacation leave shouid be examined
in terms of other institutional priorities.
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Community Coliege

Belleville Area College
Black Hawk College

City Colleges of Chicago

Danville Area Commuaity College
College of DuPage

Elgin Community College
William Rainey Harper College
Heartland Community College
Highland Community College
Illinois Central College

Illinois Eastern Community Colleges
Illinois Valley Community College
Joliet Junior College

Kankakee Community College
Kaskaskia College

Kishwaukee College

College of Lake County

Lake Land College

Lewis and Clark Community College
Lincoln Land Community College
John A. Logan College

McHenry County College

Moraine Valley Community College
Morton College

Oakton Community College
Parkland College

Prairie State College

Rend Lake College

Richland Community College
Rock Valley College

Carl Sandburg College

Sauk Valiecy Community College
Shawnee Community College

South Suburban College of Cook County

Southeastern Illinois College
Spoon River College

State Community College
Triton College

Waubonsee Community College
John Wood Community Cotlege

N/R = No Report

Table 1
ILLINOIS COMMUNITY COLLEGES

SUMMARY OF EMPLOYEE BENEFITS OFFERED

FISCAL YEAR 1996
Employee Family
Health Health Dental Life Full or Partia!
Insurance Insurance Insurance Insurance Tuition Waivers
X X X X
X X X X X
X X X X
X X X X X
X X X X X
X X X X X
X X X "X X
X X X X X
X X X X X
X X X X X
X X X X
X X X
X X X X
X X X X
X X X X
N/R NR N/R N/R N/R
X X X
X X X
X X X X
X X X X
X X X X
X X X X
X X X
X X X
X X X X X
X X X X X
X X X X
X X X X
X X X X X
X X X X X
X X X - X
X X X X
X X
X X X X
X X X X
X X X X
N/R N/R NR N/R N/R
X X X X X
X X X X X
X X X X

Source: Illinois Community College Board Fiscal Year 1996 Salary Report
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Table 6

ILLINOIS COMMUNITY COLLEGES
ACCUMULATED VACATION LIABILITIES AND EXPENDITU RES

(dollars in thousands)

Fiscal Year 1995 Fiscal Year 1996
__{(Asof June 30, 1995) (As of June 30, 1996)
Liabilities Expenditures Liabilities _Expenditures
Belleville Area College § 4413 $ 453 $ 6029 S 286
Black ‘awk College 5160 55.0 4170 1240
City Colleges of Chicago N/A N/A N/A N/A
Danville Area Community College 1710 110 180.0 120
College of DuPage 1,053.0 330 1,088.0 220
Elgin Community College N/A N/A N/A N/A
William Rainey Harper College N/A N/A N/A N/A
Heartland Community College 2110 9.0 2310 380
Highland Community College 376 58 39.5 24
Lllinois Central College N/A N/A N/A N/A
Illinois Eastern Community Colleges N/A N/A N/A N/A
Illinois Valley Community College 1100 1o 101.0 7.0
Joliet Junior College N/A N/A 4073 N/A
Kankakee Community College 803 ~0- 843 48
Kaskaskia College 3520 63.0 416.0 13.0
Kishwaukee College 220 0.1 230 0.1
College of Lake County N/A N/A N/A N/A
Lake Land College 206.0 6.0 200.0 7.0
Lewis and Clark Community College N/A N/A N/A N/A
Lincoln Land Community College 396.0 200 517.0 8.0
John A. Logan College 260.7 6.0 265.9 19.0
McHenry County College ' 3570 89 397.0 72
Moraine Valley Community College 519.0 46.0 5350 470
Morton College 25.1 N/A 18.0 N/A
Oakton Community College 365.0 N/A 3840 N/A
Parkland College 500.0 530 5470 230
Prairie State College 1923 8.7 200.0 80
Rend Lake Coilege 210 14.5 29.0 59
Richland Community College 2880 339 3210 153
Rock Valley College 295.0 N/A 4570 N/A
Carl Sandburg College N/A N/A N/A N/A
Sauk Valiey Community College 169.2 222 1700 230
Shawnee Community College . -0~ ~0- ~0- -0~
South Suburban College of Cook County 376.6 15.0 3288 14.0
Southeastern Illinois College N/A N/A : N/A N/A
Spoon River College 78.7 150 83.1 16.9
State Community College 1830 -0~ 264.0 264.0
Triton College N/A N/A N/A N/A
Waubonsee Community Coliege N/A N/A N/A N/A
Jolin Wood Community College 298.0 182 2950 425
Total $ 75308 500.6 8,601.5 752.7
N/A = Not Available
Source: lilinois Community College Board
Q |3 Y
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