From: Michael Gartner [mailto:mgartner@iowacubs.com]

Sent: Tuesday, April 20, 2010 3:16 PM

To: Doyle, Sheila [BOARD]

Cc: Bonnie Campbell; Craig Lang; Dave Miles; Downer, Robert; Harkin, Ruth; Jack Evans; Johnson, Greta
A; Rose Vasquez ; Regents Staff [BOARD]

Subject: Re: Revised Agenda Item 19a for April Board Meeting

Sheila --

What if the Board keeps the contribution rate at 8%, not 10%? Does the ISU retirement plan stay
at 10% or is it at the prevailing rate, whatever that might be?

Michael

On Apr 20, 2010, at 4:07 PM, Doyle, Sheila [BOARD] wrote:

Regents,

Attached is revised Agenda Item 19a, lowa State University — Proposed Retirement Incentive Option #3, which
includes an updated table on page 3. In the table, for SUI #1, the dollar amounts in the Projected Savings column
have been updated.

Please contact us if you have any questions. Thank you.

Sheila



BOARD OF REGENTS AGENDA ITEM 19a
STATE OF IOWA APRIL 28-29, 2010

Contact: Marcia Brunson

IOWA STATE UNIVERSITY — PROPOSED RETIREMENT INCENTIVE OPTION #3

Action Requested: Consider approval of Retirement Incentive Option #3 as proposed by lowa
State University and direct the university to submit a report detailing the participation, costs and
savings of the program at the March 2011 meeting.

Executive Summary: Previously, the Board approved two retirement incentive options for ISU.
Retirement Incentive Option (RIO) #1 was approved in March 2009, and 206 employees
participated in the program. Retirement under RIO #1 was required by January 31, 2010. RIO
#2 was approved in October 2009. Last month the Board approved an extension to the
application period for RIO #2 to June 1, 2010. Retirement under RIO #2 is required not later
than July 30, 2010. The university will report to the Board in August on the outcome of RIO #2.
Eligibility for RIO #1 was age 60 with 10 years of service; for RIO #2, age 57 with 10 years of
service. Both RIO #1 and #2 offered the same benefit — payment of five years of health and
dental insurance.

As a part of the response to strategic budget planning and reduction in state support for FY
2011, the university is proposing to offer RIO #3. RIO #3 would provide the same five-year
medical benefit as the previous programs. Eligible employees would be those age 55 with 10
years of service at the time of retirement. In lieu of the five-year payment for medical insurance,
the university would allow participants if they are participating the university’s defined
contribution retirement plan to request the payment of the employer retirement contributions for
five years. The application period for RIO #3 will end August 1, 2010, with retirement not later
than December 31, 2010.

As with the previous options, approval of applications to participate will be at the discretion of
the appropriate supervisor, dean and vice president. The full program is described on the
following page.

According to the university, approximately 1,500 faculty and staff meet the eligibility requirement
for RIO #3. Savings to the university would be dependent upon the number of approved
participants. The estimated cost based upon current health premiums would be $5,700/per year
for single coverage and $13,000 per year for employee/spouse coverage. If the option provided
for payment of the retirement contribution was selected by the employee, the average cost per
year would be $7,240 based upon an average salary of $72,400 for the qualifying employees
and 10% contribution to the retirement plan by the employer.

All early retirement programs approved by the Board as well as the proposed RIO #3 are
summarized in the table beginning on page 3.
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lowa State University
Retirement Incentive Option 3 Program

Terms and Conditions

1. Eligibility
Effective with approval of this program, an active employee of the university will be eligible
based upon the following criteria:
e The employee must have an appointment of 1/3 time or more;
e The employee agrees to fully retire no later than December 31, 2010;
e The employee must have ten (10) years of service and be at least fifty-five (55)
years of age at time of retirement;
e The employee must not have been approved for another ISU Retirement Incentive
Program; and
e The employee must file an application by August 1, 2010.

2. Approval of Retirement Incentive
Any eligible employee may apply for the retirement benefit. Approval is at the discretion of
the appropriate supervisor, dean and vice president. The decision to request such a
benefit is voluntary and initiated by the employee.

3. Incentive Benefit
Upon retirement, the participant will receive health and dental insurance incentives for a
period of 5 years after retirement. The university will pay the employer and employee
shares of health and dental insurance up to the employee and spouse rate (Tier II) for the
university’s PPO program until the employee is eligible for Medicare. After eligibility for
Medicare, the university will continue to pay the incentive at the retiree health and dental
insurance rates for the balance (if any) of the 5-year period.

In lieu of receiving the 5-year medical benefit, an employee participating in the University’s
Defined Contribution Retirement Plan, the employee may request to receive the employer
contribution to retirement for a period of 5 years following retirement, based upon the
employee’s budgeted salary as of the date of retirement.

In the event of the employee’s death the university’s obligation to pay the benefit will
cease on the first day of the month following the date of death. In the case of medical
coverage, the employee’s surviving spouse or dependent may elect to continue coverage
as provided by law.

4. Implementation Process
Subject to the Board approving the RIO3 Program, the university will develop detailed
policies and procedures for implementation of the program. Based upon experience, future
programmatic and budget assessment the university will determine if the program should be
extended.

As part of the implementation of the RIO3 Program, the university will consider development
of an equitable waiver process for employees who applied or were approved for RIO2, but
have not yet retired, so they can be considered for RIO3.

For employees in federal retirement programs, approval of the applicable federal program
will be required.
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