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-� FllCULn:oSENATE 

East Tennessee State University 
Box 23534A • iohnson City, Tennessee 37614-0002 

AGENn\ 

FACULTY SENATE MEETING 

March 30, 1987 

Fonn Roan, Clllp Center, 3:30 p.m. 

I. CAIL TO ORDER 

II. APPROVAL OF PREVIOUS MEETING MINUI'ES 

III. SUBJECT: E'rSU TENURE POLICY7� 

N. AnJOURNMENI' 

'k!(Please bring your 30 page draft copy of proposed changes in tenure 
and pranotion (Logan document) to the meeting for infonna.tion and 
review purposes. 



·•--R . 
n 

FACULTY�'. ',SENATE 
Ii . : 
= . , 

. • 1/ 

East Tennessee State University 
Box 23534A • Johnson City, Tennessee 37614-0002 
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MrnU'IES OF THE MARaI 30, 1987 FACULTY SENATE MEID'ING 

ANNOUNCEMENI'S 

President Fisher reported that Acadanic Council would meet aga:in March 31 
to continue work on tenure policy revisions. (See Attacbnent 1 - Tenure 
Revisions Required by New Board Policy (Sept. 1986) and Correspa;iding 
Suggested Revisions to Q.n:rent EI'SU Policy) 

Fisher called attention to another hand-out (Attachment 2) - proposed 
changes drafted by the Faculty Senate Executive Ccmnittee. 

Two other hand-outs dealt with retiranent systems c<:IIJparison (TIAA-CREF 
and TCRS) and faculty pensions/Tax Reform Act (Attacbnent 3 and 4). 

Fisher ann01.mced that representatives fran Envirorunental Health, Health 
:Education and Industrial Technology departments are needed for the Safety 
Camri.ttee. Two representatives are needed for the RarC Advisory Ccmnittee. 

Several items fran the SBR meeting were mentioned: 

1) A department chairman fran State Tech in Knoxville appealed the 
decision made by the leadership of that institution denying him 
the possibility of teaching less than 15 quarter hours. The appeal 
was denied. (John Taylor later added that the department chail:man 
does receive a salary increase, if not a reduction in class load. 

2) There will be a 7% fee increase for • students in Fall 1987 and a 
possibility of a 4% salary increase. 

3) Dr. Beller spoke on the major enrollment problems for 1989. 

4) There are 40 candidates for the position of president of Tri-Cities 
Tech. A reccmnendation will be made in June. 

5) 'The president of Tennessee State was appointed despite disapproval 
of the choice franvarious groups (Faculty Senate, Student Govern­
ment and others). 

6) A chair of Excellence in Business and Technology was approved for EI'SU. 

John Taylor added that a tenured professor at Cleveland State who was 
released for curricular reasons was given only 60 day�' notice. There 
seems to be no policy (SBR) about how nuch notice shruld be given. 

There may be an incentive retiranent program, Dr. Fisher reported, but 
it will apply to general state anployees, not faculty. 
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At 3: 50 p. m. the meeting was officially begun 'When a quorum was met. 
Other announcements were meeting dates - April 20 (Nursing and Bus:iness 
will provide agenda) and Hay 4 ("annual meeting") . If necessary a meet-
ing will be called for April 13. Monthly meetings will be held in June, 
July and August. 

A 
W 

Anne LeCroy announced that the c.oncems and Grievances Ccmnittee will 
meet Ttrursday, April 2, at the request of Dr. Monroe Morgan. 

TENURE POUCY 

(After Margaret Hougland attended the last Acadenic Council meeting, she 
gave members of the Executive Carmittee a copy of 'What has been called 
the "Alfonso draft" of revisions for the student evaluation role in tenure. 
The Executive Carmittee met March 20 to review that document and made 
several revisions. A larger version of the "Alfonso draft" and the Execu­
tive Carmittee revision of parts of the draft dealing with student evalua­
tion are Attach:nents 1 and 2 to these minutes). 

lmgaret Hougland stated that Academic Council had many of the same 
problems 'Which Faculty Senate had had and decided to zero in on only 
the changes necessary for SBR demands. She also stated that the last 
Faculty Senate proposal was not satisfactory according to the Vice Presi­
dent and Academic Council. They felt that it did not satisfy SBR demands. 

Paul Monaco suggested that neither of the drafts seen to address the 
Medical School 's particular teaching assignments. These problems should 
be addressed-. 

Several changes in wording for the "Alfonso draft" were suggested. 
Items number 7, 8, and 9 on pages 6-7 correspond to the Executive 
Cccmittee items l, 2, and 3. (See Attachments 1 and 2). It was 
especially noted that the Faculty Senate wants item 1/:9 to appear 
as part of the peer evaluation process. 

Carole Cormolly asked about the provisions being made for exceptions 
such as the Library and thiversity School. Dave Logan said that he 
had sane proposed changes 'Which would be presented to Academic Council. 

It was decided that the Executive Coomittee's wording in the section 
dealing with peer assessment allowed for the Medical School 's team 
teaching situations: "C,onditions relating to the candidate 's respon­
sibilities should also be considered." 

A motion was made to present the Executive Coomittee proposal to the 
Academic Council. The draft would replace items 7, 8, 9 and the ''NOI'E'' 
of the Alfonso draft. The motion was carried with one abstention. 

Gordon Ludolf questioned 'Whether the wording of Section III,6,c of 
Attachment 1 was allowing for an appeal procedure for non-tenured 
faculty. 

Anne LeCroy noted errors in language cases in 'Which ''his" rather than 
''his/her" had been used, "chainnan" rather than "chair", and "verbally' 

• 
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rather than the correct "orally''. (See Attachment 1 for corrections) 

Dave Logan mentioned that in Section III, 9,b on page 4 (attachment 1) 
the tenn "qualified privilege" needed sane explanation. He was not 
sure that faculty would want this wording. 

ADJOURNMENI'· 

The meeting was adjourned at 4:40 p.m. 

Respectfully Submitted, 

Carol B. Norris, Secretary 

CBN/kja 
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Senators Present 

David Chi 
Carole Connolly 
Glenda De.Jarnette 
Betty Edwards 

Don Ferguson 
William Fisher 
F. Steb Hipple 
:Y.iargaret Hougland 
Llnda Kerley 
Arme I.eCroy 
Al Lucero 
Gordon wdolf 
Joseph Mattson 
PaulM:maco 
Carol Norris 
Carol Pullen 
Karen Renzaglia 
Mitch Robinson 
Etta Saltos 
John Stone 
John Taylor 
Gwen Thanas 
Paul Walwi.ck 
Betsy Williams 

Faculty Senate Meeting 
March 30, 1987 

Attendance Record 

Senators Absent 

Mark Airhart 
Creg Bishop 
Peggy Cantrell 
David Close 
Katherine Dibble 
James Fields 
Pat Flaherty 
I.ester Hartsell 
Don Jones 
Ruth Ketron ( excused) 
James Pleasant 
Bob Sanruels 
Bob Stout 
Richard Verhegge 
Frederick Waage 
Eduardo Zayas-Bazan 

Guests 

Dave Logan 
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EAST TENNESSEE ST A TE UNIVERSITY 

JOHNSON CITY, TENNESSEE 

INTERUErARlMENTAL COMMllNICATION 

TO: • Members of Academic Council 

FROM: • R�� J. Alfonso, Vice President for Academic Affairs 

SUBJECT: • S;)��tLY CALLED MEETING OF ACADEMIC COUNCIL 

DATE: • March 26, 1987 

I regret the necessity to interfere with other plans you may have, but 
it is necessary that we have a specially called meeting of the Academic 
Council in order to complete our work on the revision of our tenure policy. 
For this purpose, we will meet at 9:30 a.m. on Tuesday, March 31, in the 
President's Conference Room. The material to be discussed is attached. 

RJA:ps 

I 



TENURE REVISIONS REQUIRED BY NEW BOARD POLICY (SEPT 1986) 
CORRESPONDING SUGGESTED REVISIONS TO CURRENT ETSU POLICY 

Section III, 3, e.-- This section offers some procedural guidelines 
which we have not previously incorporated. {The Logan 
draft does not include any of these additional require­
ments.} This section is permissive: 

e. Each institution-may establish additional reasonable requirements 
for the eligibility of faculty for consideration for tenure. These 
may include but are not limited to the completion of the doctorate 
or other specified degree in the faculty member's discipline, a min­
imum rank of assistant professor or above, and prescribed research 
and publication achievements. 

NO CHANGE IN CURRENT POLICY RECOMMENDED 

******************************* 

Section III, 6, e.-- This section permits the provision of procedures 
for "discussion" of non-renewal decisions. 

e. The institution shall provide --through procedures or administra­
tive offices--the opportunity for the non-renewed faculty member to 
discuss his case in an appropriate manner. 

IN CURRENT POLICY, III, F., 5. and 6. 

********************************* 

Section III, 4 
1

a -- The addition of the following sentence to the SBR 
poiicy allows for an extension of.temporary employment 
beyond the previous three (3) year limit: 

a . ... where the permanent and continued need for the position has not 
been established provided that such appointment NORMALLY should 
not be in excess of three academic years. ANY REQUEST FOR AN 
EXTENSION BEYOND THREE YEARS WILL REQUIRE THE APPROVAL OF THE CHAN­
CELLOR. 

{Note: New wording included in Logan draft.} 

************** SUGGESTED RESPONSE ************** 



D. Types of Appointments 

-2-

There are three types of appointments for a specific 
purpose for a time appropriate to that purpose or 
for an unspecified period, which appointments may be 
terminated according to the terms of the appoint-
ments. 

1. Temporary appointments ordinarily should be used 
for lecturers, adjunct or part-time faculty, 
faculty employed to replace regular faculty on 
leave of absence, and faculty employed pursuant 
to grants or for projects funded in whole or in 
part by non-appropriated funds. In addition, 
temporary appointments may be used for faculty 
employed on the basis of state appropriated 
funds in departments, division, or academic 
units where the permanent and continued need for 
the position has not been established, provided 
that such appointments should not be in excess 
of three academic years. Any request for an 
extension beyond three years will require the 
approval of the Chancellor. 

************************** 

Section III, 13 -- This prologue to Section 13 "Termina­
tion of Tenure for Curricular Reasons" DELETES one of 
the reasons previously given --(3) because staff 
reduction is warranted as a result of courses or cur­
ricula within a department or division being reorgan­
ized or consolidated--and adds requirement for presi­
dential dialogue with the representative faculty 
body: 

13. ... Before declaring that curricular reasons exist the president 
will ensure meaningful participation by the institution's rep­
resentative faculty body in identifying-the specific curricular 
reasons, evaluating the long-term effect on the institution's 
curriculum and its strategic planning goals, and the advis­
ability of initiating further action. Prior to initiating the 
p..;:oces�escribed below, the president will present --either 
�ur in writing--a description of curricular reasons 
that may warrant the termination of tenured faculty member(s). 
Each institutional policy will describe procedures whereby this 
presentation will be made to a representative faculty body, and 
that body will have the opportunity to respond in writing to 
the president before action described below is initiated .... 

{Note: incorporated into Logan draft.} 
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******************* SUGGESTED RESPONSE **************** 

Termination· for Curricular Reasons 
The employment of a tenured faculty 

member may be terminated because (1) a program is 
deleted from the curriculum, or (2) because of sub­
stantial and continued reduction of student enroll­
ment in a field. Before declaring that curricular 
reasons exist the President will ensure substantive 
participation by the Faculty Senate in identifying 
the specific curricular reasons, evaluating the long­
term effect on the University's curriculum and its 
strategic planning goals, and the advisability of 
initiating further action. Prior to initiating the 
process 'bed below, the President will present, 

_  ei the verbally r in writing, to the Exe cu ti ve Com-
mittee o e Faculty Senate--a description of cur-
ricular reasons that may warrant the termination of 
tenured faculty member(s). Each of the reasons for 
termination of tenure for curricular reasons must 
denote shifts in staffing needs that warrant greater 
reductions than those which are accommodated annually 
in light of shifting positions from one department to 
another or among colleges to handle changing enroll­
ment patterns (see Definitions, Section P, 6). 

,�A_, P i-4
(J' ~ v-, Q

1. The President, upon determining that curricular 
reasons may warrant the termination of tenured 
positions, shall so inform the Executive Commit­
tee of the Faculty Senate. At the earliest pos­
sible date after said notification, as agreed to 
by the president and the Executive Committee, 
the President or his/her designee shall appear 
before the Senate for the Purpose of presenting 
all relevant information. Senators shall have 
an opportunity to pose questions and seek fur­
ther information. The Senate shall respond, in 
writing, within thirty (30) days of this meet­
ing. 

2. Upon determining that terminat1on of one or more 
tenured faculty members is required for one or 
more of the two reasons cited above, the Presi­
dent shall furnish each faculty member to be 
terminated a written statement of the reasons 
for the termination. Those reasons shall 
address fully the curricular circumstances that 
warranted the termination and shall indicate the 
manner and the information upon which the deci­
sion of which faculty members were to be termi­
nated was reached. The President's written 
statement shall also indicate that the faculty 
member has the opportunity to respond in writing 
stating and objections to the decision. 
********************************** 
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Section III,· 13, g. -- ADDS statement on institution's obligation 
for a "significant effort to relocate ... including bearing of 
reasonable retraining costs": 

g . ... In instances where (in the opinion of the president) reloca­
tion within the institution is a viable alternative, the insti­
tution has an obligation to make significant effort to relocate 
the faculty member, including the bearing of reasonable retrain­
ing costs .... 

{Note: incorporated into Logan draft, p. 15, not capitalized.} 

****************** SUGGESTED RESPONSE ******************* 

9. When a tenured faculty member is to be termi­
nated for curricular reasons, the President will 
make every possible effort to relocate that fac­
ulty member in another existing vacant position 
for which s/he is qualified. In instances 
where, in the opinion of the President, reloca­
tion within the institution is a viable alterna­
tive, the institution has an obligation to make 
significant effort to relocate the faculty mem­
ber, including the bearing of reasonable 
retraining costs. The final decision on reloca­
tion is within the discretion of the President. 

******************************************** 

Section III, 9, b.-- New sentence added to this section regarding 
"qualified privilege of academic confidentiality": 

b . ... Institutional procedures shall insure that peer committees have 
qualified privilege of academic confidentiality against disclosure of 
individual tenure votes unless there is evidence that casts doubt upon 
the integrity of the peer committee .... 

*********************** SUGGESTED RESPONSE ******************* 

See addition to Section III, L., 5 which follows 

************************************************ 



-5-

Section III, 9, c. -- New requirement related to role of student evalu­
ations ( first half of this item discusses need for a process section 
that discusses procedures for each level of review--included in previ­
ous policies): 

c . ... Each institutional process section must address (1) types and 
frequency of student evaluation of instruction by probationary faculty 
members and (2) uses of student evaluations in the review ·process lead­
ing to tenure. Finally, each policy should (3) describe provisions for 
ensuring a student advisory role in defining those uses of student 
evaluation. 

***************** SUGGESTED RESPONSE ***************** 

See addition to Section III, L. 4, d. which ·follows 

*********************************************** 

REVISIONS TO SECTION III, L. INITIATION AND PROCESSING OF TENURE RECOM-
MENDATIONS 
(Based on new SBR requirements, Logan draft, and suggestions given by 
Academic Deans, and Faculty Senate as of 3/19/87) 

************************ SUGGESTED RESPONSE ************************* 

L. Initiation and Processing of Tenure Recommendations 

The formulation of recommendations concerning the tenure of a faculty 
member is a cumulative process occurring at three levels: departmen­
tal/divisional; collegial; and executive or presidential. The faculty 
member eligible for consideration also has a significant role by assum­
ing responsibility for timely submission of pertinent materials to the 
department chair for review at each level. 

1. The Director of Personnel, by September 15 of each year, shall pro­
vide department chairs, deans, the vice president, and the president 
with lists of faculty members eligible for tenure through length of 
service. The action by the Director of Personnel does not relieve 
the department chairs of the responsibility of determining eligibil­
ity for tenure. 
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: e. 2. Department chairs, during the succeeding 15 days will verify the 
lists through departmental and other administrative offices. 

3. October 1, each faculty member eligible for tenure shall be so 
notified by the chair. 

4. Tenure applications (dossiers) will be completed by each faculty 
member applying for tenure. These applications will be submitted 
to the Departmental Chair no later than November 1. All tenure 
applications must be complete at that time. No additional documen­
tation may be added after November 1, except at the request of the 
reviewers and with the permission of the applicant. 

5. Tenure applications will receive an independent review at each 
level of the review process. At each stage in the process, the 
cumulative recommendations and statements of rationale reached by 
committees will be forwarded as integral parts of each candidate's 
dossier. All peer committees have qualified privilege of academic 
confidentiality against disclosure of individual tenure votes 
unless there is evidence that casts doubts upon the integrity of 
the peer committee. 

6. Department chairs will call formal meeting(s) of all tenured fac­
ulty within their respective departments to discuss pending tenure 
applications Tenure applicants must be given at least one week's 
notice of such meetings and shall have the opportunity to bring o 
the participants' notice any material which may be helpful in 
determining his/her fitness for tenured status. 

7. In addition to any evidence that the candidate might choose to pro­
vide, the candidate must furnish student assessments of instruction 
drawn from at least two classes, for each fall and spring semester 
of the preceding two years. These student _ assessments should be 
representative of a variety of classes that an instructor might 
teach, rather than being from one course assignment only. A Uni­
versity approved assessment instrument will be used for this pur­
pose. 

a. Student assessments must be included with all applications for 
tenure, and will be considered as one important source of informa-
tion concerning effective teaching, although not the only one . ....!!.... 
is expected that a peer assessment of teaching will also take 
plad,e, and the judgments of peers, which may or may not verify stu-
dent perceptions, are to be used in combination with student 
assessments in order to obtain a comprehensive view of a candi-
dat�'s teaching effectiveness. 

----

;_.,, o:;� 

NOTE: The ETSU Student Government Association will on a regular 
basis review the evaluation process a�d will bring their questions,_ concerns, and suggestions to the President of the Faculty Senat
to the appropriate Vice President for •PP�gpri-ate consideration and 
action. Changes in the process for student evaluation of instruc-
tion will be submitted to the Student Government Association and to 

\) 
� 

Cl--tt_�/ 
....._'1.­
----
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items such as course syllabi, study materials, information on 
assessment and grading practices, assignments, assessments made by 
peers based on classroom observations or viewing video tapes of 
class sessions. 

10. Likewise, complete and accurate documentation of all research acti­
vities, including complete bibliographic listings of publications, 
status of journals (refereed and non-refereed), role in jointly 
authored articles and papers, and complete descriptions of profes­
sional service activities as outlined in the Criteria section 
should be included in each application to provide evidence of and 
support for these activities. Copies of published items and other 
reported research/creative activity must be available for perusal 
by reviewers, upon request. 

11. The departmental review by the committee of tenured faculty will be 
completed using the appropriate criteria, as established by the 
department and consistent with University criteria, in reaching its 
decision. In some cases, such as small departments or unique 
fields of study, outside expertise may also be helpful in the 
evaluation p�ocess. Either the chair or the candidate, with the 
concurrence of the other, may seek the professional judgment of 
individuals from deparments or institutions other than the candi­
date's own. 

- 12. 
department will vote to recommend, or not to recommend, each candi­
date within the department. A written rationale signed by each 
reviewing faculty member explaining the recommendation shall be 
forwarded to the chair. Included in that rationale wi-11 be an 
explicit evaluation in each of the areas of teaching, research, and 
service. 

13. The departmental chair, by December 1, will forward to the school 
or college dean, and to the candidate his/her own decision to rec­
ommend or not recommend the candidate for tenure. Included in that 
recommendation will be written rationale explaining the recommend­
ation, with an explicit evaluation in each of the areas of teach­
ing, research, and service. 
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the Faculty Senate for consideration and reaction. ,) , � 
'1 5� 

_In addition to these ev�luations, candidates� include other 

After due discussion, the committee of tenured faculty within the 

14. The chair will inform the dean of the tenured faculty members' 
vote. Should the chair elect to act contrary to the vote of the 
tenured faculty, the dean or other appropriate administrative offi­
cer should call a meeting of the tenured faculty of the department 
in question and should meet with the chair of that department to 
discuss the matter prior to making a recommendation. 

15. All recommendations reached at the departmental level shall be for­
warded to the school or college on appropriate forms provided by 
the Office of Academic Affairs. Only the faculty member has a 
right to withdraw an application that has been filed. Withdrawal 
of an application in the sixth year of probationary employment ini-



16. A chair may initiate a tenure recommendation at some time other 
than the annual review; but unless there is special need for ear­
lier processing, subsequent· steps will be taken according to the 
established schedule during the annual review. 

17. The dean of each college or school will implement procedures to 
establish a college promotion and tenure committee. The details of 
selection, membership and term of office are t0 be determined by 
the faculty of the school or college. This committee shall take 
its membership from professorial ranks of the school or college 
with equal numbers appointed by the dean and elected by the fac­
ulty. Departmental chairs of faculty being considered should not 
serve as members of the school/college committee. The size of the 
committee should not exceed fourteen (14). The committee shall 
function generally in the role of advisor to the dean from December 
1 to February 15 of each year. More specifically, this committee 
will perform the functions of review as follows. 

18. Receive and review promotion and tenure recommendations of the 
chairs and departmental committees for transmittal to the dean. In 
formulating its recommendations, the committee should concentrate 
on the broad perspective of college-wide staffing plans, the 
departments' enrollment trends, and the philosophy and objectives 
of the school or college. 

- 19. Review all dossiers with the objective of assuring that criteria 
for promotion and tenure are being correctly and uniformly applied 
to all members of the school or college. 

20. Review the completeness of the information presented and question 
any omission in criteria or variations in procedure. Where discre­
pancies or misapplication of criteria are noted, the committee will 
attempt to correct the errors through direct consultation with 
those involved. 

-8-

21. The school/college review committee will, by February 1, forward 
its recommendations and a written rationale for each faulty member 
reviewed. These written statements will be signed by each review­
ing committee member and will include an explicit evaluation in 
each of the areas of teaching, research and service . 

. 22. The dean's recommendations, together with written rationales, shall 
be forwarded to the appropriate vice president by February 15. 
This report must also include an explicit evaluation of each candi­
date's record in the areas of teaching, research, and service. 

23. The dean, at the time the candidate's application is forwarded to 
the vice president, will also notify the candidate of his/her deci­
sion to recommend or not to recommend. 

-24. If the Vice President, in the face of earlier approvals, favors 
disapproval of an application s/he will should a meeting with the 

tiates an automatic one year terminal contract issued at the end of 
the sixth year of employment. 
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department chair and dean concerned prior to a final decision. 

Those involved in the meeting will be advised regarding that deci­
sion. 

• 25. Upon reaching a decision regarding each application for tenure or
promotion, the vice president will forward the dossier, together
will all recommendations relevant to it, to the president by March
15. 

 
 
 

26. All tenure applications which are initiated will be forwarded to 
the President regardless of the recommendation made by any inter­
vening administrative officer; unless the candidate chooses to 
withdraw his/her application. 

27. Final action on each tenure recommendation will be taken by the 
President. When a recommendation is approved by the President and 
subsequently by the Chancellor and the Board of Regents, the Presi­
dent will notify the faculty member by letter of the award of 
tenure. When a recommendation is disapproved by the President, 
he/she will inform the department chairmaR-of the faculty member 
involved, stating reasons for disapproval, and the chairman will 
advise the faculty member that the recommendation has been disap­
proved. At ½he same time, appropriate administrative officers will 
be advised by the President of the action taken on all tenure 
recommendations--denial or recommendation. 

- 28. A list of faculty members who are recommended for tenure status in 
any one year will be forwarded to the Chancellor and.the Board of 
Regents. No faculty member shall be entitled to, or acquire any 
interest in a tenure appointment in the University without a recom­
mendation for tenure by the President and an affirmative award of 
tenure by the Board of Regents. No other person shall have any 
authority to make any representation concerning tenure to any fac­
ulty member and failure to give timely notice of non-renewal of a 
contract shall not result in the acquisition of a tenure appoint­
ment, but shall result in the right of the faculty member to 
another year of service at East Tennessee State University. 

29. Upon final action taken by the Board of Regents, recommendations 
forms will be filed in the Personnel Office. 



1. 

2. 

ETSU Faculty Senate Proposal 

In addition to any evidence that the candidate might choose to provide, the 

candidate must furnish student assessments of instruction drawn from at least two 

classes for each fall and spring semester of the preceding two years. These 

student assessments should be representative of a variety of classes that the 

candidate has taught rather than being from one course only. A university 

approved assessment instrument will be used for this purpose. 

These student assessments must be included with all applications for tenure 

and will be considered as one important source of information concerning effective 

teaching, although not the only one. A separate peer assessment of teaching 

effectiveness will also take place. This will include a review of student eval-

uations with consideration given to the type of courses involved. For purposes 

of this review candidates should include additional items such as course syllabi, 

study materials, assignments, information on assessment and grading practices, 

classroom observation by peers and any other relevant information. Conditions 

relating to the candidate's responsibilities should also be considered. All of 

these factors will be used in order to obtain a comprehensive view of the candidate's 

teaching effectiveness. 

Proposed changes in the process for student evaluation of instruction will be 

submitted to the ETSU Student Government Association for consideration and reaction. 

The Student Government Association will review the evaluation process on a regular 

basis and will bring. their questions, concerns and suggestions to the Faculty 

Senate and the Academic Council. 

3.. 

March 30, 1987 



PROPOSED TENURE POLICY CHANGE 

Student Evaluation of Instruction 

An amendment to the SBR Policy 5:02:03:00 was approved by the State Board in 

a meeting at Memphis State Tech on September 19, 1986, to be effective as of the 

1987 - 88 academic year. That action requires all institutions in the SBR system 

to include a section involving the tenuring of faculty members which specifies the 

following three aspects relating to the student evaluation segment in that process. 

1. types and frequency of student evaluation 

2. the uses of student evaluation in the tenure review process 

3. a description of the provisions which are made for insuring 
a student advisory role in defining the uses of such student 
evaluations 

Such an institutional policy statement is scheduled to be in the hands of the 

Vice Chancellor of Academic Affairs, Dr. Bert Bach, by no later that Friday, May 

15, 1987. These then may be reviewed and considered at the Presidents' Council 

meeting on Tuesday, May 19, 1987, prior to being presented at the SBR meeting on 

Friday, June 26, 1987. 

-
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RELEVANT FACTORS 

. 

� (TCRS) 
TENNESSEE CONSOLIDATED RETIREMENT SYSTEM:. 

(TIAA - CREF) 
TEACHERS INSURANCE ANNUITY ASSOCIATION 

COLLEGE RETIREMENT EQUITY FUNDS 

l. Vesting 
Provisions 

2. Interest Rate 
Payment 

Any individual hired before July 1 ,  1979 
five years for full vesting. Since 
the above date ten years for vesting 

57.·by year by virtue of a Tennessee law 
only on your personal contributions 

Immediate vesting when the money is 
. entered for you or by you. 

• 101. dividend credited on your policy 
including ·t�e 51. personal contribution plus 
the 51. state contribution from March.l, 1986 
to February 28, 1987 but no less than·9.51. 

3 .  Portability 
Privileges 

Practically none unless new employer 
will accept any such time and credit 

Very great because of wide coverage 
in the higher education community 

4. Ownership 
Relationship 

Individual to a State Government Individual to a Private Business 

-· ... ___ 

5. Contribution 
Rate I 

Contributory before July 1, 1981. Since 
that time non-contributory 

Same conditions here as in the state 
program 

6. Sick Leave Credit l month of additional service time 
credit for each twenty days of unused 
sick leave 

• Sick leave time here has no value what-
ever for retirement time credit 

7. E'rSU Membership 
1,438 

Percentage Number 

1,053 

73.27. 

385 

26.71. 

8. Investment Fund 
Management 

 

State Treasurer's Office with an 
appropriate staff under his direction 

Private investment company 

"

� ,,, 

,. 

ETSU RETIREMENT SYSTEMS CCX:1PARISON REPORT 

-

• ' • . .  .__ 



COMPARISON OF PRUVISID NS OF 'IIAA-CRl:F AMIJ 
THE. TENNESSEE CONSOLIDATED RqIREMENT SYSTEf1 <TCRS) 

TIAA-CREF TCRS 

Co11t/l.lbu.t.i.0111, 

No contributions are paid by the member, The No contributions are paid by the member, The 
versity pays 101 of gross salary covered by University pays 11.05%. 

'ial Security and 11% of salary in excess of 
t covered by Social Security. 

Poll.tab.i.Uty 

Each member has a personal contract and may TCRS has no portability except with State 
continue contributing at other educational government. 
institutions. Individuals may also contribute 
extra payments whether employed by a partici­
pating institution or not. 

No formula benefits are available. TIAA-CREF A formula using average salary and creditable 
annuities provide total retirement income. service is used to compute all retirement 

vu.ting 

Both employer and employee contributions are For members who joined before July 1, 1979, there 
100% vested from the date of contribution. is a graduated scale of vestinq with 10: vested 

benefits after 4 years which increases to 100� 
after 10 years. For new members on or after 
July 1, 1979, there is no vesting until the member 
has accrued 10 or more years' creditable service. 

allowances. 

V.lt.ab.i.Uty 

There is no provision for disability-retirement. After 5 years' creditable service, the member is 
However, the employee may request an annuity eligible for disability retirement computed with 
settlement and receive whatever 

age. 

amount is pay­ the formula. Accidental disability retiremPnt 
able as an annuity at that is also available if the person is disabled on. 

the job. 

--
No refunds are provided for members who join No refunds are provided for members who join 

after July 1, 1981. after July 1, 1981. 

VM.iable. Ret.illemc.11.t Income. 

CREF is a variable annuity which may decrease TCRS is a defined benefit plan. Since income is 
or increase retirement income in accordance with computed with a formula and not based on the value 
investment earnings. Its primary investments of an accumulation, the income is fixed except for 
are in common stock. Although TIAA is a fixed legislative changes in the formula and cost-of­
annuity, income payments may vary due to inter­ living increases. 
est and dividends. Amount of income payable at 
retirement is based on the 
lation and the person's age, 

value of the accumu­

There are no cost-of-living increases as such. Adjustments in income to reflect increases or 
Instead 

as 

there 
stated 

may be variances in annuity decreases in the CPI may be made. Such adjust­
lrocome in the precei!ing item. ments may not exceed 3%. Or, the retiree may 

elect a lesser retirement allowance under an 
option which provides 61 cost-of-living 
adjustments. 

The value of the total accumulation is payable If the member dies before becoming eligible to 
to the name� beneficiary or estate. If the retire and withjn 120 days of active servi�i. the 
value of the accumulation is sufficiently beneficiary or estate receives a lump sum payment 
large, the beneficiary may have other options which amounts to twice the value of the member's 
including annuity payments. accumulation. For members who join July 1, 19tt1, 

or later and have no prior service, there is no 
lump sum death benefit. 

If the member is age 60 or has at,least 30 years 
of service, the member may execute an Option 1 
which upon the member's death before retirement 
provides a lOOZ-to-survivor annuity. Also, ff the 
member has at least 10 years' creditable service 
and dies, there is a 1007.-to-survivnr annuity 
automatically payable to the spouse, If any, If 
thP ,;nnuc;p h;p; hPPn n;imPri ;i,; hPnPfirl;irv. 



Teachers Insurance and Annuity Association 
College Retirement Equities Fund 

730 Third Avenue/New York, NY 10017 (212) 490-9000 

- DONALDS. WILLARD 

Execudve Vice Predd':_nt 

Q£j 
0 Colleges, universities, and other nonprofit organizations (except for churches) 

will be required. after 1988, to meet benefit plan design requirements similar to 
those required for plans in business and industry. We noted in our letters to 
you that these requirements may be burdensome for educational 'institutions. In a 
House-Senate Conference Agreement -- a document that expresses Congressional in­
tent in the drafting of a law -- the Secretary of the Treasury is directed to is­
sue regulations that take into account the special circumstances of educational 
and tax-exempt organizations in applying these rules. 

In closing this chapter of our joint effort to preserve the integrity of your 
retirement arrangements, we thank you again for all your good help. 

December 31, 1986 

TO ALL PARTICIPANTS: 

During congressional consideration of the Tax Reform Act of 1986, we asked you 
to contact your senators and congressman to seek their support in retaining certain 
favorable provisions of law pertaining to employer-sponsored pension plans and other 
retirement arrangements. You responded with an outpouring of letters and telephone 
calls that had a positive effect on the outcome of this legislation. Thanks to all of 
you who helped in this effort, the outcome is generally favorable to participants, 
participating institutions, and to TIAA-CREF, although not entirely satisfactory to 
all concerned. 

The enclosed issue of The Participant describes in more detail the outcome of 
Congressional deliberation on various aspects of the law that most directly affect 
participation in TIAA-CREF pension and Tax-Deferred Annuity plans for the vast major­
ity of TIAA-CREF participants. Included is a discussion of contribution limits, one 
of the subjects we wrote to you about. As for the other aspects of the new law on 
which we asked for your help, 

0 TIAA-CREF's tax exemption has been retained on all employer-sponsored pension op­
erations -- thus preserving these TIAA-CREF pension reserves for pay-out as re­
tirement income to participants and affirming long-standing national policy not 
to tax employer pension plans at the plan level. {As with all pension plans, that 
portion of TIAA-CREF participants' annuity income resulting from employer and em­
ployee before-tax contributions and earnings will continue to be subject to fed­
eral income tax when it's received, as it was before the Tax Act became law.) The 
Tax Act also treats TIAA's insurance operations consistently with those of other 
insurers by making them taxable, as of 1987. However, taxation of these oper­
ations, which include life, health, and disability coverage, isn't expected to 
have a significant impact on insurance premiums, dividends, or benefits. 
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EI'SU Tax Deferred Annuity Programs 
(Decenber, 1986) 

1. Aetna Life 1 

2. Delta Life 41 

3. Equitable Life 2 

4. Fidelity Union Life 7 

5. Franklin Life 2 

6. Great .American Life 1 

7. Great West Life 26 

8. Horace Mmm. Life 8 

9. IDS (Investors Diversified Services) 15 

10. John Hancock Insurance 1 

11. Kanper Insurance Canpany 23 

12. Lincoln National Life 1 

13. Massaclrusetts M.ltual 1 

14. Metropolitan Life 

15. Modern Woodmen of .American 2 

16. M.ltual of Onaha (United Benefit) 12 

17. Nationwide Life 6 

18. St. Paul's Insurance (AMFN Investors) 6 

19. Shareholders Services (Oppenheimer & Co.) 8 

20. Southwestern Life 3 

21. Teachers Insurance Annuity Association (TIM.-CREF) 83 

22. Travelers Insurance 2 

23. Variable Annuity (VALIC) 150 

24. Volunteer State 9 

Total 412 



• ·Faculty Pensions under the 
Tax Reform Act 
ALF RED D. SUMBERG 

F
or colleges and universities, the Tax 
Reform Act of 1986 reflects a philosophy 
that differs sharply from previous tax 
legislation. The 1954 Code protected the 
tax-exempt status of colleges and univer­

sities, stimulated generous tax-deductible contribu­
tions of money and property, encouraged the 
awarding of tax-free scholarships and fellowships 
to students, and provided employees with oppor­
tunities for tax-sheltered pensions and other fringe 
benefits. The 1986 Act, however, equates the non­
profit and profit-making sectors and converts the 
flexibility permitted to the nonprofit sector into the 
rigidity imposed on the profit-making sector. Now, 
viewed as a major American industry, colleges and 
universities are losing many hard-won advantages 
of the past several decades. 

For faculty, the most visible change is reflected 
in the pension provisions of the 1986 Act. With 
respect to pensions, as with other aspects of the 
1986 Act, faculty lose several special privileges 
which they have previously enjoyed. Congress has 
revised pension provisions for nonprofit and for 
profit-making employees alike, seeking to further 
three purposes. First, it wants to tighten restric­
tions on the exploding private pension system that 
has emerged since the enactment of the 1954 Code. 
With private pension plans holding an estimated 
$1.4 trillion in assets in 1985, Congress wants con­
tributions to all tax-sheltered pension plans, in­
cluding 403(b) plans, to be used solely for pensions 
rather than for temporary tax-sheltered savings. 
Second, it wants to assure that tax-sheltered pen­
sion plans are "nondiscriminatory," in the sense 
that they benefit lowly and moderately compen­
sated employees on an equal footing with highly 
compensated employees. To eliminate alleged 
abuses, Congress has moved to toughen the 
restrictions on all pension plans and to create 
uniform nondiscrimination requirements. Third. as 
part of a larger effort to discourage early retirement 
J>rior to the normal retirement age of sixty-five, it 
wants to discourage the use of the tax law as an 
incentive for early retirement. 

0 f special importance for faculty pension 
plans is the institution of nondiscrimination 
requirements, designed to prevent preferen-

ALFRED D. SUMIIERG is associate general secretary and 
director of government relations of the AAUP. 
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tial treatment of highly compensated employees. 
The potential impact of these requirements may be 
clarified by a brief look at the history of faculty 
pension arrangements. In 1942, when the nation's 
employers found they had to offer new or ex­
panded fringe benefits rather than salary increases 
to employees as a result of wartime wage controls, 
Congress approved tax legislation that regulated 
the type of employee pension, profit-sharing, and 
stock-bonus plans that qualified for favorable tax 
treatment. The 1942 law imposed rigid require­
ments in order to prohibit discrimination under the 
plans in favor of officers, stockholders, and highly 
compensated employees. Under the 1954 Code, the 
401(k) plans (cash or deferred arrangements) be­
came the most popular qualified plan. (Qualified 
plans are those that are required to meet all the 
tests provided under Section 401(a) of the Internal 
Revenue Code.) In 1958, as the number of faculty 
in higher education increased, Congress approved 
tax legislation that established minimal rules for 
the tax-deferred status of pension programs for 
employees of the nonprofit sector, specifically the 
employees of school districts, independent schools, 
colleges and universities. These nonqualified plans 
became known as Section 403(b) tax-sheltered an­
nuities. (Nonqualified plans are not required to 
meet all of the tests applied under Section 401[a].) 
The great majority of faculty pension plans, in­
cluding TIAA-CREF and SRA plans, fall into this 
category. The 1958 law encouraged flexibility in the 
development of pension plans for educational 
employees. As a result, it did not include the 
restrictive nondiscrimination provision of the 1942 
law. Now in the 1986 Act the 401(k} and 403(b} 
plans will be subject to the same nondiscrimination 
requirements. A heavily augmented nondiscrimina­
tion provision, based on the experiences of the 
profit-making sector since 1942, has been imposed 
on the nonprofit sector in the belief that flexibility 
over the past three decades has permitted discrimi­
nation in favor of "highly compensated" K-12 
teachers and college and university faculty. Imple­
mentation of the new requirements may require 
major restructuring of institutional pension and 
retirement plans. •• 

The potential impact of the new nondiscrimina­
tion requirements is devastating for faculty. The 
faculty's pension program is central to instituliona.l 
vitality, and its ability to survive in a form that 
serves the mutual interests of both faculty and in­
stitution is now in question. ,At the rare institution 

9 
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.. �- ·''With respect to pensions ... faculty lose 
several special privileges that they have 
previously enjoyed.'' 

where all employees-including faculty and staff 
alike-participate in a single plan egually, there 
should be minimal problems. But most institutions 
have complex pension programs involving different 
plans for different categories of employees. Each 
plan may have its �wn requirements and each may 
have a different impact on the individual's decision 
to retire. The starkest scenario that looms on the 
horizon involves the large public university at 
,-vhich faculty and academic administrators have a 
TIAA-CREF option and the remainder of the uni­
versity' s employees participate in a state retfrement 
system that has a defined benefit (or a Section 457) 
plan. The TIAA-CREF retirement plan includes a 
salary reduction agreement and permits maximum 
tax-deferred contributions currently permitted for 
403(b) annuities and defined contribution plans. It 
also permits "catch-up" contributions for those 
who contributed less when they earned much less. 
Faculty are vested immediately. They may con­
tribute under the salary reduction agreement to a 
supplementary retirement account, from which 
they are permitted to withdraw funds without 
penalty. If they take a sabbatical or accept a 
visiting professorship they may continue to con­
tribute to their TIAA-CREF account. If they leave 
the university their TIAA-CREF plan accompanies 
them intact. If they decide to retire early their an­
nuity is available to them in several options. The 
state retirement plan, on the other hand, is likely 
to deny these options to all other nonfaculty 
employees of the university. 

As of January 1, 1989, the central question will 
no longer be whether the faculty plan provides 
adequate retirement benefits. The new question is 
whether or not it discriminates in favor of highly 
compensated employees. The answer will depend 
upon application of the new nondiscrimination 
tests for coverage, vesting, contributions, benefits, 
and erha s Social Securit inte ration to all of the 
employees o t e institution. oes the faculty plan 
meet all of the tests? )"hen it will be necessary to 
apply the new aggregation and comparability rules 
to both types of plans: Again, does the faculty 
plan discriminate in favor of highly compensated 
employees? Given the inevitability within our in­
stitutions that faculty members and administrators 
will make up the highly paid group, can we avoid 
the conclusion that a given plan is constituted in a _
form designed to protect the particular interests of 
faculty and administrators? Based upon test 
results, a board of regents may determine that the _

10 

institutional ension ro ram is either currently 
discriminator inator , and 
may reqmre e TIAA-CREF 
option and jom e s a e re 1remen system. Similar 
changes may occur in other types of institutions, 
both public and private. 

A
s we review the new law, we will see that 
virtually all aspects of faculty pension plans 
are affected. The transition period begins 

on January 1, 1987, when new restrictions are ap­
plied to the level of contributions, to early with­
drawals, to access to IRAs and 401(k) plans, and to 
forward income averaging. On January 1. 1989, 
early withdrawals will be prohibited and a man­
datory minimum distribution requirement will go 
into effect. Nondiscrimination requirements will be 
applied to Section 403(b) plans and a set of pro­
cedures will be in place to test the comparability of 
multiple plans. 

Effective January 1, 1987 

1. Section 403(b) plans become de facto qualified 
plans subject to most of the restrictions applied 
under Section 401(a). Some restrictions will be ap­
plied to 403(b} plans immediately while others, 
particularly the new nondiscrimination require­
ments, will become effective on January 1, 1989. 
Fewer changes will be required for Section 457 
plans, which are nonqualificd plans, currently 
established by some state and local governments, 
but rules currently applied to Section 457 plans 
will now be applied to all tax-exempt employers. 

2. Maximum employee contributions to Section 
403(b) plans will be immediately reduced, but new 
limits on employee and employer contributions will 
be tied to the Consumer Price Index (CPI). Cur­
rently, three factors determine contributions to tax 

. sheltered plans: (1) the calculation of the employ­
ee's contribution by using current compensation, 
the number of years in the current plan, and pre­
vious contributions by the employer; (2) because 
403(b) plans are normally defined contribution 
plans the overall contributions of employees and 
employers are limited to the lesser of $30,000 or 25 
percent of compensation; (3) Section 403(b) em­
ployees are entitled to make "catch-up" contribu­
tions beyond current limits to make up for low 
contributions made earlier in their careers. Under 
the 1�86 Act the employee's contribution under a 
salary reduction agreement will be limited tem­
porarily to $9,500. The new limit will be tied 

. 
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• • "Of special i111portance for faculty pension 
plans is the institution of nondiscri111ina­
tio11 require111ents1 designed to prevent 
preferential treatn1eni of highly compen­
sated employees. 11 

directly to the new $7,000 limit for 401(k) plans. 
When the latter rises, as a result of increases in the 
CPI, to $9,500, the limit for 403(b) plans will there­
after be tied to increases in the CPI. A similar sit­
uation will affect the limit on overall contributions 
to defined contribution plans. The $30,000 limit 
will be tied to the current limit on defined benefit 
plans ($90,000). When the latter rises to $120,000, 
the $30,000 limit will be tied thereafter to increases 
in the CPI. Furthermore, a new "catch-up" con­
tribution plan will permit an increase beyond the 
$9,500 limit. 

3. The Individual Retirement Account (IRA) will 
remain available, though with its applicability con­
siderably curtailed. Faculty who are covered by a 
pension plan will determine whether or not they 
are eligible to deduct their contribution to an IRA 
on the basis of their Adjusted Gross Income (AGI). 
Married taxpayers with AGI of $40,000 or less \.,,ho 
are covered by a pension plan would be eligible for 
a maximum $2,000 IRA deduction. The deduction 
would be phased out as income rises to $50,000. A 
single taxpayer with AGI of $25,000 or less who is 
covered by a pension plan would also be eligible 
for the maximum IRA deduction. The deduction 
would be phased out as income rises to $35,000. 
There is no coordination between monies contrib­
uted to a 403(b) plan and monies contributed to an 
IRA. Employees covered by Section 457 plans will 
remain eligible for the maximum IRA deduction. 

4. A new 10 percent surtax will be imposed on 
early withdrawals from tax-sheltered annuities. 
Currently, funds invested in tax-sheltered annuities 
are not subject to any withdrawal restrictions. 
Withdrawals are taxed at the same rate as other 
gross income. The surtax will not be imposed if: 
(1) the withdrawals are part of a scheduled series 
of periodic payments for the life or the life expec­
tancy of the participant (or the joint lives or the 
joint life expectancies of the participant and the 
participant's beneficiary); (2) the withdrawals are 
distributed to an employee who has attained age 
fifty-five, has separated from service, and has met 
the requirements for early retirement under a plan 
that provides for early retirement at age fifty-five; 
(3) the withdrawals are for medical expenses that 
exceed the tax-deductible limits (i.e. 7.5 percent of 
AGI); (4) the withdrawals are made after the death 
of the employee; (5) the participant has attained 
the age of fifty-nine and one-half; or (6) the partici­
pant becomes disabled. The 10 percent surtax does 
not apply to amounts withdrawn from Section 457 
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plans. Other limited exceptions may apply in in­
dividual cases. 

5. A fourth alternative catch-up contribution plan 
will be available to employees of teaching institu­
tions who participate in 403(b) plans. For the cur­
rent three plans, which appear to be relatively 
unknown to most faculty, the procedure utilized to 
determine the additional amounts that may be con­
tributed will not change. The new plan, which will 
be available only to an employee of a teaching in­
stitution who has completed fifteen years of service 
and participates in a 403(b) plan with a salary 
reduction agreement, will permit a maximum con­
tribution of $3,000 above the new maximum limit 
of $9,500. The procedure should be done with the 
assistance of the plan administrator. 

6. Tax-exempt organizations and state and local 
governments will not be able to establish new 
401(k) plans. However, the 401(k) plans established 
by tax-exempt organizations before July 2, 1986, or 
by state and local governments before May 6, 1986, 
may continue. These plans will be subject to the 
revised restrictions for 401(k) plans. 

7. Ten-year forward income averaging, currently 
available to recipients of lump-sum distributions 
(i.e. payment of the entire balance), will be reduc­
ed to five years, and capital gains treatment of the 
taxable portion of the lump sum will be eliminated. 
Capital gains treatment of pre-1974 benefits (i.e., 
the employee's participation in the pension plan 
prior to 1974) will phase out over a five-year 
period beginning on January 1, 1987, and con­
cluding on December 31, 1991. However, an em­
ployee who was fifty years old as of January 1, 
1986, may elect to use the capital gains treatment 
of pre-1974 benefits, subject to a maximum tax rate 
of 20 percent, and disregard the five-year phase­
out limitation. The new five-year forward income 
averaging will apply to only one lump-sum distri­
bution that is made after the recipient has attained 
age fifty-nine and one-half. 

Effective January 1, 1989 

1. Withdrawals from 403(b) plans involving salary 
reduction contributions will be prohibited prior to 
age fifty-nine and one-half except for separation 
from service, death, disability, or financial hard­
ship. The 1986 Act also amends the current pro­
hibition on withdrawals from Section 403(b)(7) 
custodial accounts, from which the above excep-

11 



·,.,The potential intpact of the new non­
discrhnination requirements is devastating 
for faculty.'' 

tions are taken. Therefore, the exception permitting 
withdrawals based on financial hardship may allow 
for the withdrawal of salary reduction contribu­
tions only but not the earnings on those 
contributions. 

2. A uniform minimum distribution requirement 
will go into effect. It will require that all pension 
plans, including Section 403(b) Jans, rovide for a 
mm1mum istri ution o benefits not later than 
April 1 of the calendar year following the calendar 
year in which the employee attains age seventy 
and one-half without regard to the actual date of 
retirement or termination of employment. The 
s'ecretary of the Treasury will issue regulations 
establishing the minimum amount required. If the 
amount distributed is less than the minimum 
amount required, then the employee is subject to a 
50 percent surtax on the difference. 

3. Nondiscrimination requirements will be ap­
plied to Section 403(b) plans. The objective is to 
prevent discrimination in favor of highly compen­
sated employees. The 1986 Act applies current 
nondiscrimination requirements for Section 401(k) 
plans to Section 403(b) plans, creates new and 
tighter requirements for both plans, and revises 
Section 403(b) in order to make it conform to the 
new requirements. }he major provisions of the 
�ew nondiscrimination requirements for Section 
403(b) plans relate to coverage, participation, 
vesting, contributions, and benefits. 

A. Coverase. Section 403(b} plans must satisfy at 
least one of the following coverage requirements: 

1. the plan must benefit at least 70 percent of 
employees who are not highly compensated em­
ployees (a percentage test); 

2. the percentage of non-highly-compensated 
employees who benefit from the plan must be at 
least 70 percent of the highly compensated employ­
ees who benefit from the plan (a ratio test); 

3.:· the plan must meet 'both a classification test 
and an average benefits test. Under the classifica­
tion test the plan must benefits such employees as 
qualify under a classification set up by the employ­
er and found by the Secretary of the Treasury not 
to be discriminatory in favor of highly compen­
sated employees. The average benefits test pro­
vides that under the plan the non-highly-compen­
sated employees must have an average benefit 
percentage (i.e. the average of the benefit cal­
culated separately for each employee in the group) 
that is at least 70 percent of the average benefit 
percentage of highly compensated employees. 

12 

Certain employees may be excluded from some 
or all of the tests. 

The 1986 Act provides a new definition of a 
highly compensated employee, which will affect 
403(b) plans on January 1, 1989. For our purposes, 
a highly compensated employee is one who during 
the current or preceding year received either: (1) 
compensation in excess of $75,000, or (2) compen­
sation in excess of $50,000 and is in the top paid 
group (i.e. the group consisting of the top 20 per­
cent of the employees when ranked on the basis of 
compensation paid during such year). In the case 
of a Section 403(b) plan with a salary reduction 
agreement, compensation does not include employ­
er contributions. 

B. Participation. Section 403(b) plans will be re­
quired to meet the new standard for minimum par­
ticipation in tax-deferred plans. In order to main­
tain its tax-deferred status, a plan must have on 
each day the plan is in effect the participation of 
the lesser of (1) fifty employees of the employer or 
(2) 40 percent or more of all employees of the 
employer. In addition, under a Section 403(b) plan 
with a salary reduction agreement, all employees 
may elect to participate in the salary reduction 
agreement if any employee participates in such an 
agreement. The minimum amount contributed 
under the salary reduction agreement must be 
$200. 
C. Vesting. Tu� minimu.m vesting standard will 

�e revised from ten years to five years. Thus, an 
employee who has completed at least five years of 
service has a nonforfeitable right to 100 percent of 
the employee's accrued benefit derived from em­
ployer contributions. 

D. Co11trib11tions. The 1986 Act creates a new non­
discrimination test for employer matching contribu­
tions and employee contributions under both 
defined contribution plans and defined benefit 
plans. It is the same test that will be applied to 
Section 401(k) plans. The test relates the contribu­
tions for highly compensated employees to the 
contributions for all other eligible employees. The 
penalty for excess contributions to highly compen­
sated employees will. be a 10 percent tax paid by 
the employer. 

E. Benefits. The 1986 Act exempts state and local 
governments and tax-exempt organizations from a 
significant change in the maximum annual benefit 
available under a defined benefit plan. They will 
retain the previous maximum benefit of $90,000 at 
age sixty-two and the benefit of $75,000 available 
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"Perhaps not surprisingly, Congress has 
managed once again to evade its goal of 
simplification of the law." 

for tnose who retire at age fifty-five. The change 
for all other employers requires that the $90,000 
maximum benefit be available at age sixty-five in­
stead of age sixty-two and that benefits provided 
below age sixty-five be actuarially reduced. 

Defined contribution plans and defined benefit 
plans that are inte rated with Social Securit will 

to meet new nondiscrimination tests. 
. . . 

f"lew Rules to Determine Nondiscrimination 

Besides the tests listed above, institutions will have 
an alternative procedure to determine whether or 
not their plans discriminate. New rules permitting 
the aggregation of multiple plans have been incor­
porated into the 1986 Act. In order to determine 
the comparability of two oc more plans established 
by an employer, the Internal Revenue Service has 
interpreted those sections of the 1954 Code that re­
quired nondiscriminatory coverage, contributions, 
or benefits. The IRS issued Revenue Ruling 81-202 
in 1981, and it has permitted the aggregation of 
plans and the determination of comparability 
among those plans. The 1986 Act modifies the 
formulae of Revenue Ruling 81-202 in order that it 
may be used under the several nondiscrimination 
tests and then incorporates it into the new law. As 
a result, it will be necessary for institutions with 
multiple plans to compute periodically the formu­
lae provided under the former Revenue Ruling 
81-202, as modified, and to determine the com­
parability of their plans. 

T
he major provisions outlined here represent 
only a small portion of the new complex law 
that will govern faculty pension plans. 

Perhaps not surprisingly, Congress has managed 
once again to· evade its goal of simplification of the 
law. But the complexity of the new law should not 
deter faculty members and appropriate faculty 
bodies from assuming responsibility for making the 
law work constructively within the academic com­
munity. Faculty, who historically have vigorously 
supported the creation and growth of institutional 
pension and retirement programs and have con­
tributed the bulk of funds held under institutional 
pension programs, will play the most crucial role 
on the campus in determining the validity of the 
new law. As a result, they have a responsibility to 
require that plan administrators in private com­
panies and public systems provide adequate, clear, 
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and objective appraisals of the impact of the new 
law on pension plans currently in effect on their 
campuses. They should insist that TIAA-CREF. as 
the largest private pension system in higher educa­
tion, undertake an immediate and comprehensive 

ro ram of orientation and consultation direct! 
wit acuity. Faculty can no longer rely solely on 
the judgments of others about the soundness of 
their pension plans. Not only must they determine 
the current status of such plans but they must also 
be responsible for making recommendations about 
their future status. The new law could affect early 
retirement Jans and ma force the elimination of 
e ase retirement plans. Each retirement pl�n 
should rovide s ecificall for retirement at a e 
i ty- ive. It may turn out that minimal changes are

required, but faculty should make that decision on 
the basis of a clear understanding of how their 
plans are structured and how they operate. Fur­
thermore, the move to change should not be made 
hastily. T�!:, _ _?e�retar of the Treasurv is re uired 
to issue regu at1ons t at will interpret the law by 
February 1, 1988. If it turns out that the new law _
works to the disadvantage of faculty, they have a 
collective responsibility to encourage Congress to 
change the law. 

 

� 
� 

If the past two years of discussion about tax 
reform are any indication, the time has long since 
passed when faculty can remain indifferent or 
passive toward the details of their pension plans. 
Plan administrators and institutional benefit officers 
have an obligation to provide adequate orientation 
to new faculty and hold regular discussions with 
continuing faculty. An increase in orientation a�­
tivities needs to be matched by an increase in vr�­
retirement counselling. While there is debate over 
the source of such counselling, the need is im­
mediate for faculty who either are close to retire­
ment or must plan their pension contributions 
carefully in order to obtain maximum benefits at 
the time of retirement. Undoubtedly, there will be 
those who will recommend major shifts among 
pension plans. But the faculty ought not to be 
rushed into such changes without adequate discus­
sion and consultation. The stimulus for chnnge 
could originate from two sources: administrators 
determined to reduce the costs of current plans 
and the ubiquitous salespeople for alternative 
plans. But faculty should consider the advantages 
of their current plans and determine how they may 
be utilized to carry out the goals of institutional 
retirement and pension policies. 
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