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1 IN T H E  SENATE BY  DUN CA N A N D  KERTTULA

2 SENATE BI L L  NO. 73

3 IN THE LEGISLATURE OF THE STATE O F  A L A S K A

4 S IXTEENTH L EG ISLATURE - FIRST SESSION

5 A  BILL

6 For an  Act entitled: "A n Act relating to retirement incentive programs for

7 the public employees' retirement system and the

8 teachers' retirement system; and providing for an

9 effective date."

10 B E  IT ENACTED BY THE LEGISLA TU RE  OF THE STATE OF ALASKA:

11 * Section 1. PURPOSE. Since it may be ne cessary for state agencies and

12 o t her  employers who participate in the state retirement systems to reduce

13 their personal services costs becau se  of declining state revenue, reimple-

14 m e n t a t i o n  of the retirement incentive p r og ra m establis he d by ch. 26, SLA

15 1986, as amended by ch. 76, SLA 1988, encouraging employees to retire

16 voluntarily, will reduce the har ds hi p of layoffs. This p r o gr am  is intended

17 to realize sufficient economies to offset the cost of administration and

18 benefits to state agencies and o ther employers res ul tin g from the award of

19 retirement credits and to result in a net reduction in personal services

20 costs to the state or other employers dur in g a pe r i o d  of declining revenue.

21 * Sec. 2. AS 14.25 is amended by adding a new section to read:

22 Sec. 14.25.128. RETIR EM ENT  INCENTIVE PROGRAM, (a) If a retire-

23 ment incentive application period is autho ri ze d by law, an employer

24 may adopt a retirement incentive p l a n  to designate organizational

25 units of employees eligible to participate in the retirement incentive

26 program.

27 (b) The organizational units of a pla n mus t be selected so that

28 implementation of the plan results in a savings to the employer in

29 personal services costs w i t h i n  five years a f t e r  the commencement of
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c l a s s i fi ca ti on s w h o s e  r e t i r e m e n t  c o n t r i b u t e s  to the overa ll  cost 

savings.

(c) A  me m b e r  is e l i g i b l e  to p a r t i c i p a t e  i n  the ret ir e m e n t  i n c e n­

tive p r o g r a m  only if the m e m b e r  is vested , is e m p l o y e d  in a p o s i t i o n  

in  a d e s i g n a t e d  o r g a n i z a t i o n a l  unit, a nd  w i l l  b e  q u a l i f i e d  to r et i r e  

u n d e r  AS  14.25.110 a f t e r  r e ce ip t of the r e t i r e m e n t  incentive. To 

par ti ci pat e,  a m e m b e r  shall a p p l y  o n  a form p r o v i d e d  by the a d m i n i s­

trator.

(d) A  p a r t i c i p a t i n g  e m p l o y e r  s hall p r e p a r e  a nd  file the r e­

tirement incentive p l a n  w i t h  the a d m i n i s t r a t o r .  T h e  a d m i n i s t r a t o r

shall a p p r o v e  the p l a n  if it m e e t s  the r e q u i r e m e n t s  of this section.

The p l a n  must

(1) i de ntify o r g a n i z a t i o n a l  units a n d  e m p lo yee s e l i g i b l e  to 

p a r t i c i p a t e  in the program;

(2) include a r e i m b u r s e m e n t  a g r e e m e n t  that

(A) requi re s the emp loyer, for  eac h emp lo ye e w h o  is

r et ir ed  under the plan, to re i m b u r s e  the  system w i t h i n  t hre*

years after the end of the fiscal y ea r  in w h i c h  the e m p l o y e e  is 

a p p oi nt ed  to r et ire me nt  in an amount e q u a l  to

(i) the a c t u a r i a l  e q u i v a l e n t  of the d i f f e r e n c e  

betwe en the b e n e f i t s  the p a r t i c i p a n t  re ceives a f t e r  the 

ad dition of the r e t i r e m e n t  i n c e n t i v e  u nd er  this s e c t i o n  and 

the amount the p a r t i c i p a n t  w o u l d  h a v e  r ec e i v e d  w i t h o u t  the 

incentive, less the a mo u n t  the p a r t i c i p a n t  has p a i d  o n  the 

indebtedness d e t e r m i n e d  u n d e r  (e) of this section; and

(ii) an appropriate share of the administratis* 

costs of the program; and

(B) provides that contributions from the enploysr
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u n d e r  this s e c ti on  take p ri or i t y  over o t h e r  obligations of the 

emp l o y e r  to the m a x i m u m  ext en t pe r m i t t e d  by law.

(e) A  m e m b e r  wh o p a r t i c i p a t e s  in the r et ir e m e n t  incentive p r o­

gr a m  is i nde b t e d  to the system. The amount of indebtedness is equal 

to 21 percent of the me mb e r ' s  actual c o m p e n s a t i o n  for the school year, 

or the c a l c u l a t e d  school y ea r  c o m pe ns at ion  fo r a m e m b e r  who works less 

than the ent ir e school year, for the school y e a r  in w h i c h  the m e m b e r  

terminates e mployment to par t i c i p a t e  in the program. A n  o ut st and in g 

indebtedness at the time a p articipant is a p p o i n t e d  to retirement wil l 

require an actuarial adjustment to the b e n e f i t s  payable.

(f) A  particip an t in the retirement i n c e n t i v e  p r og ra m receives a 

credit of three years. The three years mus t be appl ied  in the f o l l o w­

ing order u nt il exhausted:

(1) to meet the age or service r e q u i r e d  for e ligibility for

normal retirement u n d e r  AS 14.25.110;

(2) to meet the age required for early retirement u n d e r

AS 14.25.110;

(3) to reduce the actuarial a d j u s t m e n t  required for early

retirement u n d e r  AS 14.25.110;

(4) as years of cre di te d service f or calculating retirement

b e n e f i t s .

(g) Except as pr ov i d e d  in (h) of this section, in the d e t e r m i n a­

tion of w h e t h e r  a m e m b e r  will qualify to r e t i r e  u n d e r  this section, 

credited service m ay  include only service credit for employment r e n­

dered to an employer, t erritorial service u n d e r  AS 14.25.105, and 

Al as k a  B I A  service u n d e r  AS 14.25.107.

(h) N o t w i t h s t a n d i n g  o t h e r  provisions of law, a v es t e d  m e m b e r  who 

is a state employee and is p ar ti ci pa tin g in the retirement incentive 

pr o g r a m  may receive credit for mu n i c i p a l  employment be for e the
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m u ni ci pa li ty became an employer under the system for pu rposes of 

det er mi nin g eligibility for retirement u n d e r  AS 14.25.110. The mem be r 

m a y  not receive credit for those years u nder this s ubsection for 

purposes of determining benefits. In or der  for a state e mp lo ye e to 

receive credit under this subsection, the employee's par ticipation in 

the progra m must contribute to the overall cost savings of the agency.

(i) To recover a delinquency owed by an employer other than  the 

state und er  an agreement entered under (d)(2) of this section, the 

Department of Administration may

(1) bring an action against the employer; or

(2) direct that the amount of the delinquency or a lesser 

amount be withheld from any money payable to the employer by a state 

department or agency and that the amount withheld be credited to the 

d e l i n q u e n c y .

(j) If a participant in the retirement incentive p r ogr am  is

reemployed as a member of the Public Employees' Retirement System 

under AS 39.35 or the Teachers' Retirement System under this chapter 

after appointment to retirement under the program, the participant 

loses the incentive credit received u n d e r  (f) of this sectiott and is

indebted to the system. The amount of the indebtedness is equal to

110 percent of the amount the participant received as a result of

pa rt icipation in the program to which the participant was not other­

wise entitled, including the cost of h ea l t h  insurance. The p a rt ic i­

pant is entitled to a credit to bi applied against the reemployment 

indebtedness in the amount the participant has paid  under (e) of this 

section. Interest accrues on the indebtedness at the rata established 

by regUlStion from the date of reemployment until the m e m b e r  is ap­

pointed to retirement and accepts an actuarial adjustment to the 

member's future benefits or until the amount is paid in full.
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1 (k) When designating an organizational unit for parti ci pa ti on in

2 the retirement incentive program, the executive h e a d  of a state agency

3 shall describe in detail the e xpe ct ed  effect of the program o n  the

4 agency's personal services cost and operation. This report shall be

5 filed w i t h  the Office of Management and Budget. F o r  each e mployee who

6 will receive credit for municipal employment u nder (h) of this sec-

7 tion, the agency head shall e s t ab lis h to the satisfaction of the

8 office that the pr oposed parti ci pa ti on contributes to the overall

9 agency cost savings. The agency shall report as required b y  the

10 Office of Management and Budget on the cost of ea c h  member's partici-

11 pa ti o n  and the effect on the agency's personal services cost and

12 operation. The Office of Management and Budget shall report to the

13 legislature in January each yea r on the effect of the retirement

14 incentive prog ra m on state oper at io n and personal services costs.

15 (1) A n  employee does not have a vested or contractual right to

16 any benefit under this section until an agreement is executed w i t h  the

17 administrator that permits the benefits to be offer ed  to an organiza-

18 tional unit of which the employee is a member. The  legislature re-

19 serves the right to change any aspect of the incentive progr am  as it

20 relates to members of organizational units for w hi ch  pa rt ici pa ti on

21 agreements are executed by the administrator after the effective date

22 of the changes.

23 * Sec. 3. AS 39.35 is amended by adding a new section to read:

24 Sec. 39.35.375. RETIREMENT INCENTIVE PROGRAM. (a) If a retire-

25 ment incentive application pe ri od  is authorized by law, an employer

26 may adopt a retirement incentive plan to designate organizational

27 units of employees eligible to participate in the retirement incentive

28 program. The organizational units must be selected so that implemen-

29 tation of the plan results in a savings to the employer in personal
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1 se rv i c e s  costs w i t h i n  five  years a f t e r  the com me nce me nt  of the plan.

2 T h e  d e s i g n a t i o n  m a y  i n c lu de oply r e p r e s e n t a t i v e s  from job classifica-

3 tions w h o s e  r et ir eme nt  contributes to the overa ll  cost savings.

4 (b) A m e m b e r  is e li g i b l e  to p a r t i c i p a t e  in the re tirement incen-

5 tive p r o g r a m  only if the m e m b e r  is v e st ed , is emplo yed  in a p o s i t i o n

6 in a d e s i g n a t e d  o r g a n i z a t i o n a l  unit, an d w i l l  be qu a l i f i e d  to r et i r e

7 u n d e r  A S  3 9 . 3 5. 37 0 a ft er  receipt of the re tirement incentive. To

8 p a r t i c i p a t e  a m e m b e r  shall apply on a form  p ro vi d e d  by the admini st ra -

9 tor.

10 (c) A p a r t i c i p a t i n g  em ployer shall p r e p a r e  an d file the re-

11 t ir e m e n t  in centive p la n  w i t h  the a d m i n ist ra to r.  For state e m p lo ye es

12 o t h e r  than u n i v e r s i t y  employees, the a d m i n i s t r a t o r  may appro ve  a

13 d e s i g n a t e d  o r g a n i z a t i o n a l  unit only if the Office of M a nag em en t and

14 B u d g e t  certifies that the unit's p a r t i c i p a t i o n  in the p l a n  meets the

15 r e q u i r e m e n t s  of (a) of this section. The a d m i n i s t r a t o r  shall a p p r o v e

16 the p l a n  if it meets the r eq ui rements of this section. The p l a n  mu s t

17 (1) id entify or ga ni z a t i o n a l  u n i t s  and em ployees e li gible to

18 p a r t i c i p a t e  in the program;

.1? (2) include a reimbu rse me nt  agre eme nt  that

20 (A) re quires the emplo ye r,  for each e mp loyee wh o is

21 retir ed  u n d e r  the plan, to r e i m b u r s e  the s yst e m  w i t h i n  t h r e e

22 years a f t e r  the e nd of the fiscal y e a r  in w h i c h  the e mp loy ee  is

23 a p p o int ed  to re tirement in an amount equal .to

24 (i) the a c t ua ri al  equi va le nt  of the d i f f e r e n c e

25 b e t w e e n  the benefits .the p a r t i c ipa nt  receives a ft er  the

26 a d d i t i o n  of the retirement i n c e n t i v e  u nd er  this s ec ti on  an d

27 the amount the p a r t ic ipa nt  w o u l d  have r ec e i v e d  w i th ou t the

28 incentive, less the asiount the p a r t i ci pan t has p a i d  o n  the

29 i n d eb te dn ess  d e t e r m i n e d  u n d e r  (d) of this section; and
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1 (ii) a n  a ppropriate share of the administrative

costs of the program ; and

(B) pr ov i d e s  that contributions f ro m  the employer 

u n d e r  this s e c ti on  tak e p riority over other o bligations of the 

employe r to the m a x i m u m  extent per mi tt ed by law.

(d) A  m e m b e r  who p art ic i p a t e s  in the retirement incentive p r o­

gr a m  is indebted to the system. The amount of i nd eb tedness is equal 

to 22-1/2 percent for a p e a c e  officer or fireman, and 20-1/4 percent 

for o t her  members, of the me mb er 's actual annual compensation, or the 

c a l c u l a t e d  annual c o m p e n s a t i o n  for a me m b e r  wh o w ork s fewer than 12 

months, for the y e a r  in w h i c h  the member te rminates employment to 

p a r t i c i p a t e  in the program. An outsta nd in g indebtedness at the time a 

pa r t i c i p a n t  is a ppointed to retirement will requi re  an actuarial 

adjus tme nt  to the b en efits payable.

(e) A  participant in the retirement incentive p r o g r a m  receives a

credit of three years. T h e  three years must be a p p l i e d  in the fol lo w­

ing order  until exhausted:

(1) to meet the age or service required for eligibility for

nor m a l  retirement under A S  39.35.370;

(2) to meet the age required for early retirement under 

AS 39.35.370;

(3) to reduce the actuarial adjustment r equ ir ed  for early 

retirem en t un de r AS 39.35.370;

(4) as years of credited service for c a l c u la ti ng  retirement

b e n e f i t s .

(f) Except as p r o v i d e d  in (g) of this section, in the de t e r m i n a­

tio n  of wh e t h e r  a m e m b e r  wi l l  qualify to retire u n d e r  this section, 

cr ed it ed  service m ay  i n c lu de  only service credit for employment r e n­

der e d  to an employer.
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1 (g) Notwithstanding other provision of law, a vested me mbe r who

2 is a state employee and is participating in the retirement incentive

3 program may receive credit for municipal employment before the munici-

4 pality became an employer under the system for purposes of determining

5 eligibility for retirement under AS 39.35.370. The member may not

6 receive credit for those years under this subsection for purposes of

7 determining benefits. In order for an employee to receive credit

8 under this subsection, the employee's p ar ticipation in the program

9 must contribute to the overall cost savings of the agency.

10 (h) To recover a delinquency owed by an employer other than the

11 state under an agreement entered under (c)(2) of this section, the

12 Department of Administration may

13 (1) bring an action against the employer; or

14 (2) direct that the amount of the delinquency or a lesser (

15 amount be w it hheld from any money payable to the employer by a state

16 department or agency and that the amount wit hh el d be credited to the

17 delinquency.

18 (i) If a participant in the retirement incentive progr am  is

19 reemployed as a member of the Public Employees' Retirement System

20 under this chapter or the Teachers' Retirement System under AS 14.25

21 after appointment to retirement under the program, the participant

22 loses the incentive credit received under (e) of this section and is

23 indebted to the system. The amount of the indebtedness is equal to

24 110 percent of the amount the participant received as a result of

25 participation in the program to which the participant was not other-

26 wise entitled, including the cost of health insurance. The partici-

27 pant is ent itled to a credit to bs applied against the reesqployaent

28 indebtedness in the amount the participant has paid under (d) of this

29 section. Interest accrues on the indebtedness at the rate established
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1 by re gu l a t i o n  from the date of reemployment until the m e m b e r  is ap-

2 p o i nt ed  to retirement and accepts an actuarial adjustment to the

3 m e m b e r’s future benefits or until the amount is pa i d  in full.

4 (j) W h e n  d esignating an or ga niz at io na l unit for p a r t i c i p a t i o n  in

5 the retirement incentive program, the e xecutive h ea d  of a state agency

6 shall describe in detail the e xp ec te d effect of the p r o g r a m  o n  the

7 agency's personal services cost and operation. This report shall be

8 filed wi t h  the Office of Management and Budget. F o r  ea c h  employee who

9 wil l receive credit for municipal employ me nt  under (g) of this sec-

10 tion, the agency head shall e s t a bl is h to the s a t i s f a c t i o n  of the

11 office that the pr oposed p a r t i cip at io n c ontributes to the overall

12 agency cost savings. A  state agency that is p a r t i c i p a t i n g  in the

13 retirement incentive p r o gr am  shall report as re qu ir ed  by the Office of

14 Manag eme nt  and Budget on the cost of each  member's p a r t i c i p a t i o n  and

15 the effect on the agency's personal services cost and operation. The

16 Offi ce  of Management and Budget shall report to the legislature in

17 Janu ar y each year on the effect of the retirement in centive p r o g r a m  on

18 state op er ati on  and personal services costs.

19 (k) An  employee does not have a v e s t e d  or c o n t ra ct ua l right to

20 any benefit under this section until an agreement is e xe cut ed  w i t h  the

21 a d m i n i st rat or  that permits the benefits to be o ff er ed  to an  organiza-

22 tional unit of w hich the employee is a member. The legislature re-

23 serves the right to change any aspect of the incentive pr o g r a m  as it

24 relates to members of organizational units for w h i c h  p ar t i c i p a t i o n

25 agreements are executed by the ad mi nis tr at or  af te r the eff ective date

26 of the changes.

27 * Sec. 4. AUTHO RI ZA TIO N FOR STATE EM PL O Y E E  RE TIR E M E N T  INCENTIVE. (a)

28 A state agency is authorized to adopt a retirement in cen ti ve  p l a n  for its

29 employees. A  p la n  adopted under this sectio n shall per mi t a d e s i g n a t e d
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1 e m p l o y e e  to apply to the retir em en t i n c e nt ive  p r o g r a m  u n d e r  AS 1 4.25.128 dr

2 A S  3 9 . 3 5 . 3 7 5  only d u r i n g  January, February, and M a r c h  1990.

3 (b) T h e  p l a n  m a y  not p e r m i t  an em pl o y e e  w h o  is the c o m m i s s i o n e r  or a

4 d e p u t y  c o m m i s s i o n e r  of a state d e p a r t m e n t  to participate.

5 (c) A  p l a n  a d o p t e d  u n d e r  this s e c t i o n  m a y  only pe r m i t  p a r t i c i p a t i o n

6 b y  an e m p l o y e e  who  is oth erw is e q u a l i f i e d  and w h o

7 (1) has b e e n  c o n tin uo us ly  e m p l o y e d  b y  the state since J a n u a r y  1,

8 1989;

9 (2) was laid off from  state e m pl oy me nt on or a f t e r  J a n u a r y  1,

10 1989;

11 (3) is a per ma ne nt seasonal em plo y e e  c o n t i n u o u s l y  e m p l o y e d  by

12 the state in the pe r m a n e n t  se as on al  p o s i t i o n  d u r i n g  all of the time since

13 J a n u a r y  1, 1989, in w h i c h  the p o s i t i o n  n o r m a l l y  was  filled;

14 (4) has a job s ha ri ng  agreement w i t h  a state a g e n c y  in w h i c h  two

15 or m o r e  emp loy ee s share a sing le  p o s i t i o n  i den t i f i e d  by a single p o s i t i o n

16 contr ol  n u m b e r  and in w h i c h  the employee c h o o s i n g  to p a r t i c i p a t e  was con-

17 t i n u o u s l y  em pl o y e d  by the age nc y duri ng  all of the time since J a n u a r y  1,

18 1989, in w h i c h  the e mp loyee no rm a l l y  w o r k e d  u n d e r  the j o b  s h ar in g agree-

19 m e n t ; or

20 (5) m e e t s  a c o m b i n a t i o n  of the requirements of this subsection.

21 (d) U n d e r  a p l a n  adopted u n d e r  this section, the a d m i n i s t r a t o r  m e y

22 not accept the a p p l i c a t i o n  of an employee u n l e s s  the emplo y e e  wi l l  be

23 a p p o i n t e d  to r etirement on or befo r e  M a y  1, 1990.

24 (e) In this section,

25 (1) " a d m i n i s t r a t o r "  has the m e a n i n g  given

26 (A) in AS 14.25.220 w h e n  the section is a p p l i e d  to the

27 teachers' r etirement  system;

28 (B) in AS 3 9 . 35.680 w h e n  the section is a p plied to the

29 p u b l i c  employees' retirement spates*;
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1 (2) "state agency" does not include the University of Al as k a  or

2 an  entity c o v e r e d  by sec. 5 of this Act.

3 * Sec. 5. A U T H O RI ZA TI ON FOR RE TI R E M E N T  INCENTIVE FOR OTHER EMPLOYEES IN

4 T H E  PUBLIC EMPLOYEES' RE TIREMENT SYSTEM. (a) The governing body of a

5 po litical s ub d i v i s i o n  of the state o r  a public organization that has elect-

6 e d  to par t i c i p a t e  in the public employees' retirement system under AS 39.-

7 35.550 - 39.3 5. 65 0 is authorized to adopt a retirement incentive p l a n  for

8 its emp loyees u n d e r  AS 39.35.375. A  pla n adop te d under this section shall

9 permit d e s i g n a t e d  employees to apply to the retirement incentive prog ra m

10 u nd er  AS 39.35.375 only during July, August, and September 1990.

11 (b) U n d e r  a pla n adopted u n der  this section, the administrator may

12 not accept the application of an employee unless the employee wi l l  be

13 ap pointed to retirement on or before N ov ember 1, 1990. In this subsection,

14 "administ ra to r" has the meaning g i ve n in AS 39.35.680.

15 * Sec. 6. A UTH OR IZ AT ION  FOR RETIREMENT INCENTIVE FOR THE EMPLOYEES OF

16 THE U N I V E R S I T Y  OF ALASKA. (a) The Board of Regents of the Un iversity of

17 Al as ka  is a u th or ize d to adopt a retirement incentive plan  for its employ-

18 ees. A p l a n  adopted under this section shall permit designated employees

19 to apply to the retirement incentive progr am under AS 14.25.128 or AS 39.-

20 35.375 only d u r i n g  May, June, and July 1990.

21 (b) U n d e r  a plan adopted u nd er this section, the administrator may

22 not accept the a pplication of an employee unless the employee will be

23 appointed to retirement on or before September 1, 1990.

24 (c) In this section, "administrator" has the mean in g given

25 (1) in AS 14.25.220 w h e n  the section is applied to the teachers'

26 retirement system;

27 (2) in AS 39.35.680 w h e n  the section is applied to the public

28 employees' retirement system.

29 * Sec. 7. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR O THER EMPLOYEES IN
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1 THE TEACHERS' RETIREMENT SYSTEM, (a) A n  employer under the teachers'

2 retirement system who is not otherwise covered by secs. 4 or  6 of this Act

3 is authorized to adopt a retirement incentive plan for its employees under

4 AS 14.25.128. A  plan adopted under this section shall permit designated

5 employees to apply to the retirement incentive program u n d e r  AS 14.25.128

6 only during March, April, and May 1990.

7 (b) U nder a plan adopted under this section, the administrator may

8 not accept the application of an employee unless the employee will be

9 appointed to retirement on or before July 1, 1990.

10 (c) In this subsection, "administrator" and "employer" have* the

11 meanings given in AS 14.25.220.

12 * Sec. 8. This Act takes effect January 1, 1990.
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