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Abstract
This paper is focused on welfare and benefits, specifically retirement/pension benefits of employees of the University of the Philippine which is the state University. The University is subsidized by the government but at the same time enjoys fiscal autonomy. As such it has to a certain extent independence in terms of raising funds, allocating and disbursing funds for identified programs and projects.

As government employees, the constituents of the University namely : the faculty, research ,extension and professional staff and administrative employees  enjoy benefits and privileges such as health, educational life  insurance, social security protection, disability, sickness, death survivorship benefits and retirement benefits. Employees of the University become automatically members of the government retirement plan. The following are the retirement modes which an employee can choose and the corresponding benefits and pension scheme: 

REPUBLIC ACT 660

· Below age 60, Monthly pension
· Age 60 to below 63, 3 years lump sum, 2 years balance payable on the 63rd birthday, monthly annuity after the guaranteed 5-year period

· Age 63 and above, 5 years lump sum, monthly annuity after the guaranteed 5-year period

PRESIDENTIAL DECREE 1146

· Monthly annuity

· Lump sum of 60 months x Basic Monthly Pension (BMP) and BMP after 5 years

REPUBLIC ACT 8291

· Option 1: Lump sum of 60 months x BMP and BMP after 5 years

· Option 2: Cash Benefit of 18 months x BMP, and BMP to start on date of retirement 

In order to sustain the continued grant of these benefits and privileges the university is expected to be financially viable, meeting its needs and accomplishing its goals without having to continually ask for government subsidies for additional benefits; in order to guarantee intellectual freedom and be a “center of excellence without fear and pressure”.

Keywords: Retirement, Portability, Basic Monthly Pension

This paper is focused on welfare and benefits, specifically retirement/ pension benefits of employees of the University of the Philippine which is the state University. The University is subsidized by the government but at the same time enjoys fiscal autonomy. As such it has to a certain extent independence in terms of raising funds, allocating and disbursing funds for identified programs and projects.

As government employees, the constituents of the University namely: the faculty, research ,extension and professional staff and administrative employees  enjoy benefits and privileges such as health, educational ,life  insurance, social security protection, disability, sickness, death survivorship benefits and retirement benefits. In addition, the University has established benefits and other welfare programs for its constituents who number about  more than four thousand (4000). This number covers only the flagship campus of the University which is situated in UP Diliman, Quezon City. The other campuses throughout the country enjoy almost the same government and University benefits and privileges showing the extent of  government subsidy.

Employees of the University become automatically members of the government retirement plan. The following are the retirement modes which an employee can choose and the corresponding benefits and pension scheme. There are four retirement schemes available  to government employees. Those who were hired on or before May 31,1977 can avail of Retirement Benefits under Republic Act 660, Republic Act 1146 or Republic Act 8291. Those who entered government service after May 31, 1977 can avail of retirement benefits under Presidential Decree 1146 or Republic Act 8291. 

Republic Act 660

This Act covers those who entered the government service before May 31, 1977. The conditions for entitlement are:

1. the retirees’ last three years of service must be continuous, except in cases of death, disability, and abolition of position due to reorganization.

2. appointment status must be permanent

3. he/she must meet the age and service requirements under the “magic  87”  
            Age       52   53   54   55   56   57   58   59   60   61   62   63   64   65

        Service      35   34   33   32   31   30   28   26   24   22   20   18   16   15    

The benefit is any one of the following:

· Automatic Pension –Retirees below sixty (60) years old shall be qualified to a monthly annuity guaranteed for five (5) years with the option to request for a one year lump sum every six months. If the retiree is still living after five years, he shall be entitled to a monthly pension for life.

· Initial three year lump sum- For those who are at least sixty years old but less than sixty-three years , the benefit is a three year lump sum.  The remaining two year lump sum will be paid on his 63rd birthday. If after five years he is still alive, he shall be entitled to a monthly pension for life.

· Five year lump sum- This is available to those who are at least  sixty three years old  or over on the date of retirement. If still alive  after the five year guaranteed period, the retiree shalll be entitled to a monthly pension for life.    

Presidential Decree 1146

Under this decree, the conditions are the following:

· The retiree must have rendered at least fifteen (15) years of service, regardless of age.

· If the retiree is below sixty years old, he may avail of retirement upon attaining his 60th birthday.

The benefits are:

Cash Payment

For those who are at least sixty years of age and has rendered at least three years but less than fifteen (15)  years of service, the cash payment shall be equal to one hundred percent (100%) of the Average Monthly Compensation (AMC) for every year of service.

The cash payment is computed as follows:

CP = Total Monthly Contributions paid x  AMC

Basic Monthly Pension

For those who are at least  sixty years of age and have rendered  fifteen (15)  years of service , the basic monthly pension is guaranteed for five years. After the five year guaranteed period, he will receive a basic monthly pension for life. 
Republic Act 1616

Under this law, the employee must have rendered at least twenty (20) years of service , regardless of age and employment status. His services must be continuous  for the last three (3) years before retirement. He should have no revious record of retirement under RA 1616 or RA 660.

The benefits are:

· Refund of retirement premiums consisting of personal contributions of the employee including interest and  government without interest.

· Gratuity to be paid by the employer  on the basis of the total creditable service converted into gratuity months multiplied by the highest  salary received.

· Cash Payment- The cash payment for those who  have rendered   at least three years but less than fifteen years of service , at least sixty years of age , shall be equal to one hundred percent  (100%)  of the Average Monthly Compensation for every year of service.

Cash Payment (CP)  =  Total monthly  contributions paid  x AMC               

Republic Act 8291 

The benefits under this Act can be availed of by an eligible member in the event of the following conditions occuring on or after June 24, 1997:

· Retirement

· Separation

· Unemployment

· Disability

· Survivorship

· Death

The new and enhanced benefits under this law are:

· Unemployment  benefit is payable to eligible members who will be involuntarily separated  from the service due to reorganization, merger or privatization.

· Separation benefit- A cash payment of 18 times the BMP at the time of separation and a life pension starting at age sixty will be given to those who separate from the  service with at least fifteen years service and are below sixty years of age. Under PD No. 1146, the separated member has to wait until he reaches age sixty to be entitled to separation benefits.

· Increase in the Average Monthly Compensation limit -  The AMC limit was increased from P3000 to P10,000.

· Increase in the Revalued Average Monthly Compensation 

· Full enjoyment of the five-year lump sum benefit- The retireee                    shall  receive the full sixty months of basic monthly pay, an increase of almost eight months.

The following conditions should be satisfied under this Act:

· The employee has rendered at least fifteen (15) years of service

· At the time of retirement, he should be at least sixty years old

· The employee is not receiving a monthly pension benefit from permanent  total disability.

The benefits are as follows:

Option 1:  The five-year lump sum  (60  x Basic   Monthly Pension) plus    the basic monthly pension for life starting at the end of the 5-year period ; or

Option 2 :   The cash payment (18 x Basic Monthly Pension) plus the pension for life starting immediately upon retirement

For the computation of the Basic Monthly Pension , please refer to Annex “A.”

Portability of Benefits
Under the Portability Law ( Republic Act  No. 7699 ) those who cannot qualify for benefits by reason of insufficient length of service in the government and contributed to the Social Security System (SSS) may become eligible for proportional pension benefits from the Government Insurance System  and the Social Security System  by summing up the lengths of their government service  and SSS  contribution payment period to determine eligibility to pension benefits.
A member can only avail of one of the retirement scheme. The pensioner is required to report personally to the Government Service Insurance System Office (GSIS) once a year as a condition for continued remittance of his monthly pension  to ensure that  recipient gets pension.
The pension and other retirement proceeds shall at all times be subject to deduction for any outstanding indebtedness the pensioner  may have incurred with the  GSIS .

Other Privileges of Retirees            

Retirees and pensioners from the the government  can avail of the PhilHealth Insurance Program to ensure easy access to health care activities . Old age retirees and pensioners of the Government Insurance System  who have reached the compulsory age of retirement before June 24, 1977 and retirees under Presidential Decree 408  can  avail of the services of the  Health  Program. 

The Insurance pays the following subject to certain conditions.

· Room and board in Phil-Health accredited hospitals:

Not exceeding 45 days annually for each  member and another 45 days to be shared by dependents

Number of days is not cumulative, i.e. unused benefit for the given year is not carried over to the succeeding year.

· Drugs and Medicines

These are paid per single period of confinement for the same illness, injury or condition not separated from each other by more than 90 days for identified items. ( Please refer  to Annex “B”). 

The other privileges of retired employees  include library privileges,  receipt of university newsletters; and exemption from tuition and miscellaneous fees if they still wish to attend courses, seminars and other development activities. Dependents also enjoy study privileges thus enabling them to finish courses in the University provided they qualify in the admissions requirements set by the University.

Historically, retirement benefits are  part of employment packages to attract and retain employees and as reward for long and loyal service. This is true for the public and the private sector. Lifetime income has been the norm  and the prospect of getting pension upon retirement  has been an incentive . Retirement schemes established by the government  are paid from general  revenues and shared by employees through salary deductions.    The system is  not without  fiscal problems  because funds are merged into  government funds  . While  there may be investments,  these are not without  losses, thus affecting availability of funds for retirees as what had happened to some retirees  who had to wait for their benefits for sometime.

Reform policies directed towards efficient management of  retirement  funds and expenditures  are in order. In some countries  government retirement schemes adopt the following strategies:

· Longer service requirement  i.e. from age 65 to 68
· Designing systems that allow greater pension portability - this  means integrating government pension systems with national security systems. This allows mobility benefitting both the individual and  organizations. 
· Increasing employee contributions
· Shift from wage to price indexation so that increase in pension  goes with price increase instead of  salary increment.

In order to sustain the continued grant of these benefits and privileges the university  is expected to be financially viable , meeting its needs and accomplishing  its goals without having to continually ask for government subsidies for additional benefits; in order to guarantee intellectual freedom and  be a “center of excellence without  fear and pressure”.

Annex  “A “

Retirement under RA 8291

The retiree must have rendered at least 15 years of service and must be at least 60 years of age upon retirement. 

1. He/she must not be a permanent total disability pensioner.

There are 2 options to choose from:

1. Lump-sum and Old Age Pension (Option1) Lump -sum equivalent to 60 months of the Basic Monthly Pension (BMP) payable at the time of retirement, and an old age pension benefit payable monthly for life, if the retiree is still living after the 5 year guaranteed period.

2. Cash payment and Basic Monthly Pension (Option2)Cash payment is equivalent to 18 times the Basic Monthly Pension (BMP) payable upon retirement and monthly pension for life payable from date  of retirement. 

The BMP is computed as follows: 

(a) If length of service is less than 15 years: BMP = .375 x RAMC 

(b) If length of service is 15 years and more: BMP = .025 x RAMC X Length of service
In either case, the BMP shall not exceed 90% of the Average Monthly Compensation (AMC). 

The Revalued Average Monthly Compensation (RAMC) is computed as follows : 
RAMC= AMC+P700

The Average Monthly Compensation (AMC) is computed as follows : 
a) If length of service is less than 36 months : 

	AMC = 
	Total compensation received preceding unemployment/_disability / death_
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	Actual number of months member received such compensation 


OR
b) If length of service is 36 months or more : 

	AMC = 
	Total compensation received during the last 36 months of service preceding 
separation/ retirement/ disability /death
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	36


Effective January 1, 2001, Maximum AMC is P 14,000.00
Effective January 1, 2002, Maximum AMC is P 16,000.00

Amount of AMC is subject to Board Approval. 
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