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BY T H E  F I NA NC E COM MI TT EE  

CS F O R  SE NA TE  B I L L  NO. 73 (Finance)

IN T H E  L E G I S L A T U R E  OF THE STATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - F IRST SESSION 

A  BILL

6 For  an Act entitled: " A n  Act rel at i n g  to retirement i n c e n t i v e  pro gr am s for

7 the pub li c employees' retir em ent  system and the

8 teachers' retirement system; and pr o v i d i n g  for an

9 ef f e c t i v e  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 STATE OF ALASKA:

11 * S e c t i o n  1. PURPOSE. Since it may be nec es sar y for state ag encies and

12 other emplo ye rs  who p a r t i c i p a t e  in the state retirement systems to reduce

13 their pe rs o n a l  services costs because of d e c li ni ng  state revenue, reimple-

14 m e n t a t i o n  of the r e ti re me nt incentive p r o gr am  e s t a b l i s h e d  by ch. 26, SLA

15 1986, as amen de d by ch. 76, SLA 1988, en cou ra gi ng  employees to retire

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

17 to realize sufficient ec onomies to offset the cost of a d m i n i s t r a t i o n  and

18 benefits to state ag en c i e s  and other employers re s u l t i n g  from the award of

19 retirement credits a n d  to result in a net re duction in p er sonal services

20 costs to the state or o th er  employers durin g a pe ri od  of d e c l ini ng  revenue.

21 * Sec. 2. R E T I R E M E N T  INC ENT IV E PROGRAM. (a) An em pl o y e r  m a y  adopt a

22 retirement incentive p l a n  u nd er  secs. 3 - 6 of this Act, as appropriate, to

23 de signate o r g a ni za ti on al units of employees eligible to pa rti ci pa te  in the

24 retirement incentive program.

25 (b) The o r g a n i z a t i o n a l  units of a p l a n  must be s el ected so that

26 i m p le me nta ti on  of the p l a n  results in a savings to the em ployer in p ers on al

27 services costs w i t h i n  three years after the com me nce me nt  of the plan. Th e

28 d e s i g n a t i o n  may i n cl ude  only representatives from job  class if ic ati on s w h o s e

29 inclu si on  c ontributes to the overall cost savings.
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(c) A  m e 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  in the retirement incentive 

pr o g r a m  o nly if the m e m b e r  is vested, is e m p l o y e d  in a po si ti on  in a d e s­

ignated o r g a n i z a t i o n a l  unit, and wil l be q u a l i f i e d  to retire u nder A S  14.-

25.110 o r  A S  39 . 3 5 . 3 7 0  a f t e r  receipt of the retirement incentive. To 

participate, a m e m b e r  shall apply on a form p ro v i d e d  by the administrator.

(d) A  p a r t i c i p a t i n g  e mp loyer shall p r e p a r e  and file the retirement 

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

pl a n  if it m e e t s  the r eq ui rements of this section. For state employees 

ot he r tha 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  ma y approve a designa te d 

o r g a n i z a t i o n a l  unit only if the office of m a n a g e m e n t  and budget certifies 

that the u n i t ' 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 requirements of (b) of 

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

req ui rements of this section. The p l a n  must

(1) identify org ani za ti on al u ni ts  and employees eligible to 

par ti ci pat e in the program;

(2) include a re imbursement a greement that

(A) require s the employer, for each employee who is retired 

u n d e r  the plan, to re imburse the s ys t e m  wi t h i n  three years after the 

end  of the fiscal y e a r  in w h i c h  the employee is appointed to r e t i r e­

ment in an amount equal to

(i) the actuarial eq uivalent of the difference b e t w e e n  

the b en efits the participant receives a ft er  the addition of the 

reti rem en t inc en ti ve  u n d e r  this s ec ti on  and the amount the p a r­

ticipant w o u l d  have received w i th ou t the incentive, less the 

amount the p ar ti ci pan 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) or (f) of this section; and

(ii) an appropr ia te  share of the administrative costs 

of the program; and

(B) p ro v i d e s  that co nt r i b u t i o n s  from the employer u n d e r
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m m m .

m m m

other

law.

1 this section take priority over other obligations of the employer to

2 the m a x i m u m  extent permitted by law.

3 (e) A  memb er  of the teachers' retirement system who participates in

4 the retirement incentive progr am  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 year compensation for a member

7 wh o works less than the entire school year, for the school year in which

8 the me mb e r  terminates employment to participate in the program. An 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 memb er  of the public employees' retirement system who partici-

12 pates in the retirement incentive program 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 other members, of the member's actual

15 annual compensation, or the calculated annual compensation for a member who

16 works fewer than 12 months, for the year in which the member terminates

17 employment to participate in the program. An 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 AS 14.25.110 or AS 39.35.370, as appropriate;

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

SB0073d -3- CSSB 7 3 (Fin)



Cbfift 73(Fin) -4- SBOOTSd

1

2

3

4

5

6

7

8 
9

1011
12

13

14

15

16

17

18

19

20 
21 
22

23

24

25

26

27

28 

29

benefit*.

(h) Except ae provided in Sec. 7 of this Act, in the determin at io n of 

w h et he r a member trill qualify to retire un der  this section, credited ser­

vice may  include only,

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

credit for employamnt rendered to an employer, territorial service under 

AS 14.25.105, and A l a s k a  8IA service u n d e r  AS 14.25.107;

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

service credit for employment rendered to an employer.

* Sec. 3. AU TH ORIZATION F O R  STATE EMPLOYEE R ET IR EME NT  INCENTIVE. (a) 

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

employees. A p l a n  adopted u n d e r  this section shall permit a designated 

employee to apply to the retirement incentive p r o gr am u n d e r  sec. 2 of this 

Act only from Sept em be r 30, 1989, through March 31, 1990.

(b) The p l a n  m a y  not permit an employee who is the commissioner, a 

deputy commissioner, or assistant coamissioner of a state department to 

participate.

(c) A  p lan adopted u n de r this Section may only permit participation 

by an employee w h o  is otherwise qu alified and who

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

1989;

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

1989;

(3) is a permanent seasonal employee c on tinuously employed by 

the state in the permanent seasonal po sition during all of the time since 

January 1, 1989, in which the p os ition normally wa s filled;

(4) has a Job sharing agreement with a state agency in which two 

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

control number and in which the employee choosing to participate was



1 c o n t i n u o u s l y  e mp l o y e d  by the  a g e n c y  d u r i n g  all of the time since J a n u a r y  1,

2 1989, in  w h i c h  the employee n o r m a l l y  w o r k e d  u n d e r  the job s h a r i n g  agree-

3 ment; o r

4 (5) meets a c o m b i n a t i o n  of the req ui r e m e n t s  of this subsection.

5 (d) 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 ad mi n i s t r a t o r  m a y

6 not acce pt the a p p l i c a t i o n  of a n  e mp lo y e e  unl e s s  the e mployee wi l l  be

7 a p p o i n t e d  to retirement o n  or b e f o r e  N o v e m b e r  1, 1990.

8 (e) In  this secti on  "state agency" does not inclu de  the U n i v e r s i t y  of

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

10 * Sec. 4. 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  F O R  O T H E R  E M P L O Y E E S  IN

11 T H E  P U B L I C  E M P L O Y E E S’ RE T I R E M E N T  SYSTEM. (a) The gove rn in g bo d y  of a

12 p o l i t i c a l  su bd iv is ion  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 p a r t i c i p a t e  in the p ubl i c  employees' r e t ir em ent  sys tem  u n d e r  AS  39.-

14 35.550 - 39.35.650 is a u t h o r i z e d  to adopt a retir em en t i nc entive p l a n  for

15 its e m p l o y e e s  u nd er  sec. 2 of this Act. A  p l a n  a d opt ed  under this s e ct io n

16 shall perm it  d e si gn at ed e m p l o y e e s  to a pply to the re tirement in centive

17 p r o g r a m  u n der  sec. 2 of this Act  from S e p t e m b e r  30, 1989, t h r o u g h  M a r c h  31,

18 1990.

19 (b) U n d e r  a plan a d o p t e d  u n d e r  this section, the adm i n i s t r a t o r  may

20 not ac c e p t  the a p p l ic at io n of an  em pl o y e e  unl es s the em plo ye e will be

21 a p p o i n t e d  to retirement on or b ef o r e  N o v e m b e r  1, 1990.

22 * Sec. 5. A UT 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  F O R  TH E E M P L O Y E E S  OF

23 T H E  U N I V E R S I T Y  O F  ALASKA. (a) The B o a r d  of R e g en ts of the U n i v e r s i t y  of

24 A l a s k a  is autho ri zed  to adopt a re tirement incentive p l a n  for its employ-

25 ees. A  p l a n  adopted u n d e r  this s e c t i o n  shall permit d e s i g n a t e d  emp loyees

26 to a p p l y  to the retirement i n c e n t i v e  p r o g r a m  u n d e r  sec. 2 of this Act from

27 June  30, 1989, throug h D e c e m b e r  31, 1989.

28 (b) U n d e r  a pl 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  m a y

29 not acc ept  the app l i c a t i o n  of a n  em pl o y e e  unl es s the eaployee will be
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1 a ppointed to retirement on or befo re  August 1, 1990.

2 * Sec. 6. A U T H O R I Z A T I O N  FOR RETIRE ME NT I N C E NT IV E F O R  O T H E R  EMPLOYEES IN

3 THE TEACHERS' RET IR E M E N T  SYSTEM. (a) A n  em plo y e r  u n d e r  the teachers'

4 retirement sy st em wh o is not o therwise covered by secs. 3 or 5 of this Act

5 is a u t h o r i z e d  to adopt a retirement incentive p l a n  for its employees u nder

6 sec. 2 of this Act. A  pl a n  adop te d under this s e ct io n shall permit des-

7 ignated e mployees to apply to the retirement in centive p rog ra m u nder sec. 2

8 of this Act only from June 30, 1989, through D e c e m b e r  31, 1989.

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

10 not accept the app l i c a t i o n  of an employee unless the employee will be

11 a p p oi nte d to retirement on or before August 1, 1990.

12 * Sec. 7. PO L I T I C A L  SUBDIV IS IO N OR PUBL IC  O RGA NI 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 he r provisions of law, a v e s t e d  m e m b e r  who is a state

14 em ployee and is p a rt ic ipa ti ng  in the retirement incentive p r og ra m may

15 receive credit for employment w i t h  a political s u b d i v i s i o n  or public orga-

16 n i z a t i o n  before the political subdivision or o r g a n i z a t i o n  became an em-

17 p l o y e r  u nd er  the system for purposes of det e r m i n i n g  eligibility for retire-

18 ment u n d e r  AS 14.25.110 or AS 39.35.370, as appropriate. The mem be r may

19 not receive credit for those years under this s ub se c t i o n  for purposes of

20 d e t e r m i n i n g  benefits. In order for a state e mp lo yee  to receive credit

21 u n d e r  this subsection, the employee's p a r t i c i p a t i o n  in the prog ra m must

22 cont rib ut e to the overall cost savings of the agency.

23 * Sec. 8. R EC O V E R Y  OF EMPLOY ER DELINQUENCIES. To recover a delinquency

24 owed by an em ployer other than the state u nd er  an agreement entered under

25 sec. 2(d)(2) of this Act, the Department of A d m i n i s t r a t i o n  may

26 (1) b r ing  an action against the employer; or

27 (2) direct that the amount of the de l i n q u e n c y  or a lesser amount

28 be w i t h h e l d  from any mo ney  payable to the emp l o y e r  by a state department or

29 age nc y and that the amount w i t h h e l d  be credited to the delinquency.
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1 * Sec. 9. REEMPLOYMENT INDEBTEDNESS A ND  REEMPLOYMENT PROHIBITION. (a)

2 If a participant in the retirement incentive program is reemployed as a

3 me mb er  of the public employees' retirement system under AS 39.35 or the

4 teachers' retirement system under AS 14.25 after appointment to retirement

5 under the program, the participant loses the incentive credit received

6 under sec. 2(g) of this Act and is indebted to the system. The amount of

7 the indebtedness is equal to 110 percent of the amount the participant

8 received as a result of participation in the program to w hi ch  the partici-

9 pant was not otherwise entitled, including the cost of heal th  insurance.

10 The participant is entitled to a credit to be applied against the reemploy-

11 ment indebtedness in the amount the participant has paid under sec. 2(e) or

12 (f) of this Act. Interest accrues on the indebtedness at the rate estab-

13 lished by regulation from the date of reemployment until the membe r is ap-

14 point ed  to retirement and accepts an actuarial adjustment to the m e m b e r’s

15 future benefits or until the amount is paid in full.

16 (b) For one year after the date on wh ic h an employee who participated

17 in the program retired, the participant may not be employed by or enter

18 into a contract for personal services w it h  a state department or agency

19 other than a personal services contract with  the University of Alaska.

20 This subsection does not prohibit the university from entering into a

21 personal services contract with an employee who has participated in the

22 p r og ram  during the year immediately following the employee's retirement.

23 * Sec. 10. OFFICE OF MANAGEMENT AND BUDGET. When de si gnating an orga-

24 nizational unit for participation in the retirement incentive program, the

25 executive head of a state agency shall describe in detail the expected

26 effect of the program on the agency's personal services cost and operation.

27 This report shall be filed with the office of management and budget. For

28 e ach employee w h o  will receive credit for employment under sec. 7 of this

29 Act, the agency head shall establish to the satisfaction of the office that

<•
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1 the proposed pa rt i c i p a t i o n  contributes to the overall agency cost savings.

2 The agency shall report as required by the office of management and budget

3 on the cost of each m e m b e r ' s  p ar t i c i p a t i o n  and the effect on the agency's

4 personal services cost and operation. The office of management and budget

5 shall submit to the l egislature annual reports on the retirement incentive

6 program beginning on J a nua ry  15, 1991, and continuing through January 15,

7 1993, and shall submit a final report on  January 15, 1994. Ea c h  report

8 shall provide the i nf o r m a t i o n  necessary for the legislature to evaluate the

9 effectiveness of the p r o g r a m  in achieving its objectives. The report

10 should include in fo rma ti on  on the desig nat ed  organizational units under the

11 retirement incentive plans including the cost of the retirement incentive

12 program per participant, the cost to the state, the cost to the employee,

13 the annual budgeted amount by agency for the retirement incentive, and the

14 projected or actual net savings over the three-year period.

15 * Sec. 11. PROGR AM  CHANGES. An  employee does not have a ve st ed or

16 contractual right to any benefit under this Act until an agreement is

17 executed with the a d mi ni str at or  that permits the benefits to be offered to

18 an organizational unit of w h i c h  the employee is a member. The legislature

19 reserves the right to change any aspect of the incentive p r o g r a m  as it

20 relates to members of or ganizational units for w h i c h  pa rt icipation agree-

21 ments are executed by the administrator after the effective date of the

22 changes.

23 * Sec. 12. TIM EL Y APPLICATION. A memb er  who is eligible u nder secs.

24 2 - 7 of this Act and w ho  has submitted a timely application for participa-

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

26 tion in the p ro gr am n o t w i t h sta nd in g sec. 14 of this Act.

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

28 to this Act for members of the t e a c h e r s’ retirement system. The defini*
$

29 tions set out in AS 39.35.680 apply to this Act for members of the public
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2

3

employees' retire men t system.

* Sec. 14. Sections 1 - 7 of this Act ar e re pea le d J u l y  1, 1991.

* Sec. 15. This A ct  takes ef fe ct imme di at el y u nd er  A S  0 1.1 0.070(c).


