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1 IN THE SEN A T E  BY T H E  STATE AFFAIRS COMM IT TE E

2 CS FOR SENA TE  BIL L NO. 73 (State Affairs)

3 IN THE L E G I S L A T U R E  OF TH E ST AT E OF A L A S K A

4 SIXT EE NT H L EGI SLATURE - F I R S T  SESSI ON

5 A  BILL

6 For an Act entitled: "An Act relating to r e t i r e m e n t  incentive progr am s for

7 the publ ic  employees' retire me nt system and the

8 teachers' retirement system; and p r o v id ing  for an

9 e f f ec ti ve  date."

10 BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STA TE  OF ALASKA:

11 * S e c t i o n  1. PURPOSE. Since it may be n e c e s s a r y  for state agencies and

12 other e m p lo ye rs  who p a r t ic ipa te  in the state ret ir e m e n t  systems to reduce

13 their p e r s o n a l  services costs because of d e c l i n i n g  state revenue, reimple-

14 m e n t a t i o n  of the retirement incentive p r o g r a m  es t a b l i s h e d  by ch. 26, SLA

15 1986, as a m e n d e d  by ch. 76, SLA 1988, e n c o u r a g i n g  employees to retire

16 voluntarily, will reduce the hardship of layoffs. This program is int en de d

17 to realize sufficient economies to offset the cost of a dm ini s t r a t i o n  and

18 benefits to state agencies and other em ployers re s u l t i n g  from the award of

19 retirement credits and to result in a net r e d u c t i o n  in p ersonal services

20 costs to the state or ot he r employers d u r i n g  a p e r i o d  of de c l i n i n g  revenue.

21 * Sec. 2. RETIREMENT I NCENTIVE PROGRAM. (a) A n  employer m a y  adopt a

22 retirement incentive p la n  u nde r secs. 3 - 6 of this Act, as appropriate, to

23 designate organizational units of employees e l i g i b l e  to particip at e in the

24 retirement incentive program.

25 (b) T he  organizational units of a p l a n  m us t  be sel ec te d so that

26 i m p l e m e n t a t i o n  of the p l a n  results in a savings to the employer in p er so n a l

27 services costs within three years after the comm en cem en t of the plan. The

28 d e s i g n a t i o n  may  include o nly re presentatives fro m Job c lassifications w h o s e

29 inc lus io n contributes to the overall cost savings.
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1 (c) A  m e m b e r  is eligible to p a r t i c i p a t e  in the r e ti re me nt incentive

2 p r o g r a m  on l y  if the m e m b e r  is v e s t e d ,  is e m p l o y e d  in a p o s i t i o n  in  a des-

3 ig 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 q u a l i f i e d  to retire u n d e r  AS 14.-

4 25 .1 1 0  o r  AS 39.35.370 a f te r r e c e i p t  of t he  r etirement incentive. To

5 p a r t i c i p a t e ,  a m e m b e r  shall a p pl y on  a form p r o v i d e d  by the administrator.

6 (d) A  p a r t i c i p a t i n g  e m p l o y e r  shall p r e p a r e  and file the retirement

7 i n c e n t i v e  p l a n  w i t h  the adminis tra to r.  The  a d m i n i s t r a t o r  shall approve the

8 p l a n  if it m eets the r e q u ir eme nt s of this section. F o r  st ate  employees

9 o t h e r  t h a n  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  appr ov e a d e si gn at ed

10 o r g a n i z a t i o n a l  unit only if the Offi ce  of M a n a g e m e n t  and B u d g e t  certifies

11 that the un it 's  p a r t i c i p a t i o n  in the p l a n  m e e t s  the re qu ir e m e n t s  of (b) of

12 this section. The a d m i n i s t r a t o r  shall a pp ro ve  the p l a n  if it meets the

13 r e q u i r e m e n t s  of this section. T h e  p la n  m u s t

14 (1) i dentify o r g a n i z a t i o n a l  u ni ts  and em ployees eligible to

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

16 (2) include a re im b u r s e m e n t  a g r e e m e n t  that

17 (A) requires the employer, for each employee w h o  is retired

18 u n d e r  the plan, to r e i m b u r s e  the s y s t e m  w i t h i n  three y e a r s  after the

19 e n d  of the fiscal ye a r  in w h i c h  the emp l o y e e  is a p p o i n t e d  to retire-

20 m e n t  in an amount equal to

21 (i) the ac t u a r i a l  e qu iv ale nt  of the d i f f e r e n c e  b e t w e e n

22 the be nefits the p a r t i c i p a n t  re cei ve s after the a d d i t i o n  of the

23 retirement in centive u n d e r  this sect io n and the am oun t the par-

24 ticipant w ou ld  have rec e i v e d  w i t h o u t  the incentive, less the

25 amount the par t i c i p a n t  has p a i d  on the i n de bt edn es s d e t e r m i n e d

26 und er  (e) or (f) of this section; and

27 (ii) an a p p r o p r i a t e  s h a r e  of the a d m i n i s t r a t i v e  costs

28 of the program; and

29 (B) pr ovides that c o n t r i b u t i o n s  from the e m p l o y e r  u n d e r
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1 this section take priority o ve r  other obligations o£ the employer to

2 the maximum extent permi tt ed  by  law.

3 (e) A  me m b e r  of the teachers' retirement system w h o  participates in

4 the retirement incentive prog ra m is indebted to the system. The amount of

5 indebtedness is equal to 21 percent of the member's actual compensation for

6 the school year, or the calculated school ye a r  c om pensation for a member

7 wh o works less t ha n  the entire school year, for the school y ear in w h i c h

8 the member terminates employment to participate in the program. A n  out-

9 standing indebtedness at the time a participant is appointed to retirement

10 will require an actuarial adjustment to the benefits payable.

11 (f) A m e m b e r  of the public employees' retirement system who partici-

12 pates in the retirement incentive prog ra m is indebted to the system. The

13 amount of indebtedness is equal to 22-1/2 percent for a peace officer or

14 fireman, and 20-1/4 percent for o ther members, of the member's actual

15 annual compensation, or the calculated annual com pe nsation for a member who

16 works fewer t han 12 months, for the year in w h i c h  the memb er  terminates

17 employment to p a r t ic ip at e in the program. A n  outstanding indebtedness at

18 the time a participant is appointed to retirement will require an actuarial

19 adjustment to the benefits payable.

20 (g) A  participant in the retirement incentive program receives a

21 credit of three years. The three years must be applied in the following

22 order until exhausted:

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

24 normal retirement under AS 14.25.110 or AS 39.35.370, as appropriate;

25 (2) to meet the age required for early retirement under AS 14.-

26 25.110 or AS 39.35.370, as appropriate;

27 (3) to reduce the actuarial adjustment required for early re-

28 tirement under A S  14.25.110 or A S  39.35.370, as appropriate;

29 (4) as years of credited service for calculating retirement
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benefits.

(h) Except as provided in sec. 7 of this Act, in the determination of 

whether a member will qualify to retire under this section, credited ser­

vice may include only,

(1) for members of the teachers' retirement system, service

credit for employment rendered to an employer, territorial service under 

AS 14.25.105, and Alaska BIA service under AS 14.25.107;

(2) for members of the public employees' retirement system,

service credit for employment rendered to an employer.

* Sec. 3. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE. (a) 

A state agency is authorized to adopt a retirement incentive plan for its

employees. A p lan adopted under this section shall permit a designated

employee to apply to the retirement incentive progr am  under sec. 2 of this 

Act only from Octo be r 1, 1989, through M a rch  31, 1990.

(b) The pl a n  may not permit an employee who is the commissioner, a 

deputy commissioner, or assistant commissioner of a state department to 

pa r t i ci pa te .

(c) A p lan adopted under this section may only permit participation 

by an employee who is otherwise qualified and who

(1) has been continuously employed by the state since January 1,

1989;

(2) was laid off from state employment on or after January 1,

1989;

(3) is a permanent seasonal employee continuously employed by 

the state in the permanent seasonal position during all of the time since 

January 1, 1989, in which the position no rmally was filled;

(4) has a job sharing agreement w i t h  a state agency in which two 

or more employees share a single position identified by a single position

control number and in w hich the employee choosing to participate was
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1 con ti nu ou sly  employed by the agency d ur i n g  all of the time since J a nu ar y 1,

2 ‘1989, in w h i c h  the employee no rm al ly w o r k e d  u n d e r  the job sharing agree-

3 m e n t ; or

4 (5) meets a c o m b i na ti on  of the r e q ui rem en ts  of this subsection.

5 (d) U n d e r  a pl a n  adopted u n de r this section, the a d m i n i s t r a t o r  may

6 not accept the application of an em ployee unle ss  the employee w i l l  be

7 a p p o in ted  to retirement on or before O c t o b e r  31, 1990.

8 (e) In this section "state agency" does not include the U n i v e r s i t y  of

9 A l a s k a  or an entity covered by sec. 4 of this Act.

10 * Sec. 4. AUTHORIZATION FOR R E T I R E M E N T  IN C E N T I V E  F O R  O TH ER  EM P L O Y E E S  IN

11 T H E  PUBLIC E M P L O Y E E S’ RETIREMENT SYSTEM. (a) The g o v er nin g bod y of a

12 p o l it ic al  subdivision of the state or a p u b l i c  o r g a n i z a t i o n  that has elect-

13 ed  to partici pa te  in the public employees' r etirement sys te m u n d e r  AS 39.-

14 35.550 - 39.35.650 is authorized to adopt a r etirement incentive p l a n  for

15 its employees under sec. 2 of this Act. A  p l a n  adopted under this section

16 shall permit designated employees to apply to the retirement incentive

17 p r o g r a m  u n d e r  sec. 2 of this Act from O c t o b e r  1, 1989, thro ug h M a r c h  31,

18 1990.

19 (b) U nder a plan  adopted u nd er this section, the a d m i n i s t r a t o r  may

20 not accept the application of an employee unl es s the em plo ye e will be

21 a p p o i n t e d  to retirement on or before O c t o b e r  31, 1990.

22 * Sec. 5. AUTHORIZATION FOR R E TI RE MEN T INCE NT IV E F O R  THE EM P L O Y E E S  OF

23 TH E U NIV E R S I T Y  OF ALASKA. (a) The Board of Regents of the U n i v e r s i t y  of

24 Al as k a  is authorized to adopt a retirement incentive p l a n  for its employ-

25 ees. A p la n  adopted under this section shall permit d e s i g n a t e d  employees

26 to apply to the retirement incentive p r o g r a m  u n d e r  sec. 2 of this Act from

27 July 1, 1989, through December 31, 1989.

28 (b) Un de r a plan adopted u n d e r  this section, the a d m i n i s t r a t o r  may

29 not accept the application of an em pl oy ee  unl es s the e mp loy ee  w i l l  be
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1 a p p o i n t e d  to r e t i r e m e n t  o n  or b e f o r e  July  31, 1990.

2 * Sec. 6. A U T H O R I Z A T I O N  F O R  R E T I R E M E N T  I N C E N T I V E  FOR O T H E R  EM P L O Y E E S  IN

3 T H E  TEACHERS' R E T I R E M E N T  SYSTEM. (a) A n  e m p l o y e r  u n d e r  the teachers'

4 ret ir e m e n t  s y s t e m  who is not o t h e r w i s e  c o ve red  b y  secs. J o r  5 of this Act

5 is a u t h o r i z e d  to adopt a r et ir e m e n t  ince nti ve  p l a n  for its e m p l o y e e s  u nder

6 sec. 2 of this Act. 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  shall p erm i t  des-

7 ignated e m p l o y e e s  to a p p l y  to the r e ti re me nt  i n c e n t i v e  p r o g r a m  u n d e r  sec. 2

8 of this Act on l y  from  J u l y  1, 1989, t h r o u g h  D e c e m b e r  31, 1989.

9 (b) U n d e r  a p l a n  a d o p t e d  u n d e r  this section, the a d m i n i s t r a t o r  may

10 not accept t h e  a p p l i c a t i o n  of an  e mp l o y e e  u n l e s s  the e m p l o y e e  w ill be

11 ap p o i n t e d  to r eti r e m e n t  o n  or b e f o r e  Jul y  31, 1990.

12 * Sec. 7. P O L I T I C A L  S U B D I V I S I O N  O R  P U B L I C  O R G A N I Z A T I O N  EMPLOYMENT.

13 N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  of law, a v e s t e d  m e m b e r  w h o  is a state

14 e mp loyee and is p a r t i c i p a t i n g  in the r e t i r e m e n t  i n c e nt ive  p r o g r a m  may

15 receive credit for e m p l o y m e n t  w i t h  a po l i t i c a l  s u b d i v i s i o n  or  p u b l i c  orga-

16 n i z a t i o n  be f o r e  the p o l i t i c a l  s ub d i v i s i o n  or o r g a n i z a t i o n  bec a m e  an em-

17 p lo y e r  u n d e r  the s y s t e m  for p urp o s e s  of d e t e r m i n i n g  e li g i b i l i t y  for retire-

18 ment u n d e r  A S  14. 25 .1 10 or AS 39.35.370, as appr op ri ate . T h e  mem b e r  may

19 not receive credit for those y ea rs  u n d e r  this s u b s e c t i o n  for  purposes of

20 d e t e r m i n i n g  be nefits. In o r de r for a state e m p l o y e e  to receive credit

21 u nd er this s u b s ec tio n,  the e m pl oye e' s p a r t i c i p a t i o n  in the p r o g r a m  snist

22 contribute to the o v e r a l l  cost savings of the agency.

23 * Sec. 8. R E C O V E R Y  O F  E M P L O Y E R  D E L IN QU ENC IE S.  To r e c o v e r  a de li nq uen cy

24 owed by an e m p l o y e r  o t h e r  th a n  the state u n d e r  a n  agreement e n t e r e d  u n d e r

25 sec. 2(d)(2) of this Act, the D ep ar t m e n t  of A d m i n i s t r a t i o n  stay

26 (1) bring an action against the es^loyer; or

27 (2) d irect that the amount of the delinquency or a leaser amount

28 be w i t h h e l d  from any m o n e y  payable to the employer by a state department or

29 agency and that the amount withheld be credited to the delinquency.
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1 * Sec. 9. INDEBTEDNESS ON REEMPLOYMENT. If a participant in  the re-

2 tirement incentive p r og ra m is r ee mp lo ye d as a membe r of the public em-

3 p l o y e e s’ retirement system u nd er  A S  39.35 or the t e a c h e r s’ retirement

4 sy st em u n d e r  AS 14.25 after a pp oi ntment to retirement under the program,

5 the partic ip an t loses the incentive credit received un de r sec. 2(g) of this

6 Act and is indebted to the system. The amount of the indebtedness is equal

7 to 110 percent of the amount the p articipant received as a result of par-

8 t i ci pat io n in the progr am  to w h i c h  the participant was not otherwise enti-

9 tied, in cluding the cost of h ea l t h  insurance. The participant is entitled

10 to a credit to be applied against the reemployment indebtedness in the

11 amount the participant has paid u n d e r  sec. 2(e) or (f) of this Act. Inter-

12 est accrues o n  the indebtedness at the rate established by regulation from

13 the date of reemployment until the me m b e r  is appointed to retirement and

14 accepts an actuarial adjustment to the member's future benefits or until

15 the amount is paid in full.

16 * Sec. 10. OFFICE OF MANAGE ME NT A N D  BUDGET. W hen designating an orga-

17 nizat io na l unit for partic ip ati on  in the retirement incentive program, the

18 executive hea d of a state agency shall describe in detail the expected

19 effect of the p r og ra m on the agency's personal services cost and operation.

20 This report shall be filed with  the Office of Management and Budget. For

21 each em plo ye e who will receive credit for employment under sec. 7 of this

22 Act, the agency head shall est ab li sh  to the satisfaction of the office that

23 the pr op os ed  participation contributes to the overall agency cost savings.

24 The  agency shall report as required by the Office of Management and Budget

25 on  the cost of each member's p a r t i ci pa ti on  and the effect on the agency's

26 pe rsonal services cost and operation. The Office of Management and Budget

27 shall submit to the legislature annual reports on the retirement incentive

28 pr o g r a m  b e g in ni ng  o n  January 15, 1991, and continuing through January 15,

29 1993, and shall submit a final report on January 15, 1994. Each  report
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1 shall provide the information necessary for the legislature to evaluate the

2 effectiveness of the p rog ra m in achieving its objectives. The report

3 should include information on the designated o r g a niz at io na l units u nder the

4 retirement incentive plans including the cost of the r etirement incentive

5 program pe r participant, the cost to the state, the cost to the employee,

6 the annual budgeted amount by agency for the retirement incentive, an# the

7 projected or actual net savings over the three- ye ar  period.

8 * Sec. 11. PROGRAM CHANGES. A n  employee does not ha v e  a vested or

9 contractual right to any benefit under this Act until a n  agreement is

10 executed with the administrator that permits the benefits to be offered to

11 an organizational unit of w h ich  the employee is a member. The legislature

12 reserves the right to change any aspect of the incentive progr am  Si it

13 relates to members of organizational units for w h i c h  pa rt i c i p a t i o n  agtee-

14 ments are executed by the administrator after the eff ec ti ve  date of the

15 c h a n g e s .

16 * Sec. 12. TIMELY APPLICATION. A member w h o  is e li gi b l e  under secs.

17 2 - 7 of this Act and who has submitted a timely a pp l i c a t i o n  for participa-

18 tion in the retirement incentive program may be considered for participa-

19 tion in the program n ot wit hstanding sec. 14 of this Act.

20 * Sec. 13. DEFINITIONS. The definitions set out in AS 14.25.220 apply

21 to this Act for members of the teachers' retirement system. The defini-
i

22 tions set out in AS 39.35.680 apply to this Act for member s of the public
t

23 employees' retirement system.

24 * Sec. 14. Sections 1 - 7 of this Act are repealed J ul y  1, 1991.

25 * Sec. 15. This Act takes effect immediately u n de r AS  01.10.070(c).
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