COUNTY OF MILWAUKEE

INTEROFFICE COMMUNICATION

DATE:
September 9, 2011
TO:

Supervisor Joe Sanfelippo, Chair, Personnel Committee

FROM:
Mark A. Grady, Deputy Corporation Counsel,
Chair, Employee Benefits Workgroup

SUBJECT:
Informational Report Regarding Short Term Disability Policies 

At the request of the Committee, the Employee Benefits Workgroup was tasked with reviewing Milwaukee County’s short term disability policies, in conjunction with sick leave policies. 
Short-term disability insurance pays a percentage of an employee’s salary if they become temporarily disabled, meaning that they are unable to work for a short period of time.  The benefits would begin in cases of sickness or injury (excluding on-the-job injuries, which are covered by workers compensation insurance). A typical short-term disability insurance policy provides an employee with 40 to 65 percent of their base salary.   The National Association of Insurance Commissioners estimates that short-term disability benefits generally last between three and six months. Most policies have a "cap" on the monthly benefit payment and a limit on the amount of time that the employee could receive benefits, in some cases two years.

Milwaukee County employees currently accrue 12 sick days per year. Employees may use those sick days for acute illness, or accumulate a bank of hours for future use. Banked hours can be used to cover an extended illness.  An alternative to the current sick leave policy might be a County-sponsored short-term disability program.  Such programs often have, but are not required to have, a full or partial subsidy by the employer.   County employees currently have access to short term disability coverage at their own cost.
At the County Executive’s request, DAS obtained information regarding sick policies of other public employers to benchmark current County policy. The workgroup reviewed this information.  The amount of sick leave accrued by County employees per year is consistent with other municipalities, but is notably less than the State and Federal governments, the City of Madison, and City of Milwaukee. With respect to the accrual of sick allowance, roughly half of the governments, including Milwaukee County, place no limit on the amount of sick time that can be accumulated over the course of an employee’s career.   
On the other hand, other public employers that were reviewed do not offer an employer-subsidized group short term disability plan.  The workgroup believes that public employers do not offer this benefit because it is more cost effective for employers to utilize a sick leave policy similar to the County’s; that is, it is more cost effective to grant sick leave and allow that leave to accrue over time so that an employee eventually accumulates sufficient sick leave to cover intermediate length health-related absences.

Any employer-subsidized group short term disability plan would result in an increase in benefit costs for the County.  This is especially true if the County pursues a change in current sick leave policy that would limit the accrual of sick leave and limit, or eliminate entirely, any retirement payout or credit for unused sick leave.  The County Executive and various County Board Supervisors have made proposals along these lines.  

In the current fiscal environment, the Workgroup does not recommend that the County pursue any benefit increases in the short term disability area.  However, the workgroup does recommend a continued review of sick leave accrual and payout policies.  The workgroup intends to continue discussion with the County Executive and the County Board on these issues and expects to present a recommendation to the County Board in the October cycle that will address limiting the accrual of sick allowance and limiting, or eliminating, the payout or use at the time of retirement of future accruals of sick allowance.
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