QUS Optional Retirement Plan

Higher Education ORP Contribution Rates

A review of Optional Retirement Plans nationwide was conducted by the OUS from November 2003 to
January 2004 to provide a preliminary assessment of the retirement contribution rates offered at other
institutions. The results are summarized here to support discussion of the first of the three criteria —
competitive, stable, and sustainable - that OUS proposes to guide future rate-setiing for the Optional
Retirement Plan (ORP). This summary addresses only the relative contribution rates and structures of
other ORPs, and does not address total compensation effects for faculty at Oregon's public universities.
That larger discussion is deferred until the immediate ORP rates discussion is completed.

QORPs Nationzlly

= 50 Siates Offer ORPs

All states, plus the District of Columbia, have adopted at least one Optional Retirement Plan for
employees at institutions of higher education. Some states, including Colorado, Kentucky, Oklahoma,
Oregon, and Vermont offer multiple ORPs with various contribution rates for different institutions. Thirty-
six (36) states use fixed rates for all employees, at an average total contribution of 14.23% of pay. Other
institutions’ rates vary by length of service, rank, or other criteria.

= 13 States (Excluding Oregon) Link ORP and State Plan Rates

Employer contribution rates for ORPs are linked to state plan rates in Alaska, Colorado, Florida, Idaho,
Kentucky, Louisiana, Minnesota, New Mexico, Ohio, Oregon, South Carolina, Texas, and Wyoming. In
most cases, although there is a stated linkage between the ORP and state plan rates, actual rate data
reveals wide variation in the way that rates are “linked.” For instance, the University of Northern Colorado
simply confributes the same percentage of pay to that institution's ORP or PERA as an employer
contribution, whereas the Texan Higher Education ORP does not link its rates to TERS for employees
hired before 1996. Aliernatively, the Florida SUS ORP contributes the normal cost of retirement benefits
to the participant’s account and an unfunded actuarial liability (UAL) payment to the Florida Trust Fund.

= 2003 Average Contribution Rates (Excluding Oregon)

ORPs “Linked” fo State Plans ORP’s Not “Linked" to State Plans
Employer Contribution = 8.68% Employer Confribution = 8.65%
Employee Contribution = 6.35% Employee Contribution = 5.13%
Total Contribution = 15.29% Total Contribution = 13.55%

QUS Peer Institutions

Total compensation studies for OUS faculy have traditionally included use of peer data, based on 47
selected institutions, matched to OUS universities. Of the 47 recognized OUS peers, 10 offer IRC 401(a)
type ORPS similar to the one offered by the OUS. Though too small a group to support rate decisions,
the rates are most directly comparable to OUS campuses when total compensation is at issue. No
information is avallable regarding employer “pickup™ of the employee contribution rate, as is provided by
the OUS.

2003 Avg. Contribution Rates, 10 OUS Peers  July 1, 2003 Contribution Rates, OUS

Employer Contribution = 9.02% Employer Confribution = 11.31%
Employee Contribution = 5.70 % Employee Confribution {Ficked Up) = 6.00%
Total Contribution = 14.10% Total Contribution = 17.31%

Mote: Average Total Contributions do not equal Employer plus Employee contributions. Some plans offer only an
Employer or Employee contribution, but not both.

Acknowledgement: OQUS thanks AIG VALIC and TIAA-CREF for their assistance in preparation of this
report.
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