DRAFT
5/16/07

Exempt Staff Phased Retirement Option Proposal

Purpose

This proposal is to create a voluntary way to encourage long-time employees to set a firm date for retirement while allowing their department adequate time to plan for replacement, and to soften the transition between full employment and retirement for the employee.

Advantages
For the department/college: At present, the college lacks tools to insure that staff retirements occur in a pre-planned, orderly way.  Long-time employees can hang on for years beyond their productive peak, or they could suddenly and unpredictably decide to retire with little advance notice to the college.  This proposal would give the college a contractual tool for encouraging orderly transitions between retiring employees and their successors.  It gives long-time employees an incentive to plan ahead and set a firm retirement date early enough to allow an orderly transition between the retiree and the replacement employee.  The cost savings from a senior employee's reduction in time and salary could be used either as budget relief or to hire a replacement employee early enough to provide some overlap between the retiree and the replacement.  This would allow for some knowledge transfer between the retiree and the new person, and it could be used to increase staff services above 1 FTE for a period of time.  It also could be used to cover day-to-day departmental needs while giving a new employee training in technical specialties useful to the department, including some which the retiring employee may not possess.

For the employee: A phased retirement option would provide the employee an economic incentive to plan ahead for retirement, and it would soften the transition between full employment and retirement by spreading the transition over a period of time.

Discussion

Exempt staff positions tend to be more difficult to divide into discrete segments than are faculty positions.  Faculty members typically teach individual courses, have a research or scholarship program, do academic advising and other administrative work within their department, and participate in college committees.  These functions can be separated so that faculty members embarking on phased retirement plans can select which of the functions they will continue while they are working part-time.  Exempt non-faculty employees' jobs, on the other hand, often do not lend themselves easily to the same sort of parsing.  However, in many cases it might be possible to reduce an employee's work time by a fraction.  The size of the fraction would need to be negotiated case by case between the employee and the department, and would depend on the nature of the position as well as the department's ability to fill in the gaps with other employees, do without certain services for a limited time, or use the cost savings of the phased retirement contract to hire a replacement employee starting before the retiring employee's final retirement date.

Because of this complexity, a phased retirement option for exempt employees must be engineered with more flexibility than the college's faculty phased retirement plan.  This proposal suggests a system in which both the duration and degree of reduced employment for an employee's phased retirement plan are variable, so that departments can structure the phased retirement to best advantage for both the department and the employee.

Eligibility

The phased retirement option would be available to exempt non-faculty employees who have completed at least 20 years of service to Carleton College and are at least 55 years old. 

Provisions
The employee would formulate a phased retirement plan in consultation with their department.  Both the employee and the department head must sign off on the plan. The plan then becomes the basis for a formal phased retirement agreement between the employee and the college.

When entering into a phased retirement agreement, employees will indicate a firm date for their full retirement.  The phased retirement agreement could be for a term of up to three years.

During the term of the phased retirement, the employee would work a percentage that is between 50% and 100% of full-time.  The employee's salary will be reduced by a percentage which is 3/5 (or 0.6) of the reduction in work time.  For example, if an employee reduces their time by 10%, to 90% of full-time, the salary will be reduced by 6%, to 94% of full salary.  If an employee reduces their time by 50%, to 50% of full-time, their salary will be reduced by 30%, to 70% of full salary. 

The time reduction could be to any percentage between 50% and 100%, but the table below shows some possibilities:

	Time Reduction
	Salary Reduction

	% of Full-time
	% of full salary

	90.0%
	94.0%

	80.0%
	88.0%

	75.0%
	85.0%

	70.0%
	82.0%

	66.7%
	80.0%

	60.0%
	76.0%

	50.0%
	70.0%


The formula used in the salary reduction table above is:

Reduced salary percentage = 1 - (0.6 * (1 - Reduced Time Percentage))

Employee Benefits

Full-time employees electing the Phased Retirement Option would retain full vacation and sick leave days, holidays and all other employee benefits provided by the College. Those benefits related to salary (such as contributions to the Regular Retirement Plan provided by TIAA-CREF) would be based on actual salary paid.  If the employee fully retires before reaching the age of eligibility for Medicare, the employee may choose to continue on the college medical insurance plan until age 65.  The college will pay 50% of the premium coverage and the employee will pay 50%.
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