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A M E N D M E N T

Offered in the SENATE FINANCE COMMITTEE By Eliason 
& Kerttula

TO: SCS CSHB 382 (Finance)

Page 3, line 15, after "Alaska" insert:

"or a member of the Teacher's Retirement System other than 

an employee of’ the University of Alaska;"

Page 3, line 19, after "System;" insert "and"

Page 3, lines 20 - 21, delete all material

Page 5, line 16, after "Alaska" insert:

"or a member of the Teacher's Retirement System other than 

an employee of the University of Alaska"

Page 5, line 21, after "1987." through page 5, line 22, 

delete all material

•i/oc/ti,



S E C T I O N A L  A N A L Y S T S  F O R  SCS F O R  CS H O U S E  B I L L  382 (Fin)

A n  A c t  c r e a t i n g  a r e t i r e m e n t  i n c e n t i v e  p r o g r a m  for m e m b e r s  
of t h e  Public E m p l o y e e ' s  R e t i r e m e n t  S y s t e m  a n d  the  
T e a c h e r ' s  R e t i r e m e n t  S y s t e m  a n d  p r o v i d i n g  for an e f f e c t i v e  
d a t e

S e c t i o n  1 P U R P O S E

B e c a u s e  o f  d e c l i n i n g  r e v e n u e s ,  it  m a y  b e  n e c e s s a r y  for t h e  
State, l o c a l  g o v e r n m e n t  a n d  s c h o o l  d i s t r i c t s  t o  r e d u c e  
t h e i r  p e r s o n n e l  costs. T h e r e f o r e ,  a p r o g r a m  e n c o u r a g i n g  
v o l u n t a r y  r e t i r e m e n t  m a y  r e d u c e  t h e  h a r d s h i p  o f  l a y o f f s  a n d  
r e s u l t  in s u f f i c i e n t  e c o n o m i e s  t o  o f f s e t  t h e  c o s t  o f  
a w a r d i n g  r e t i r e m e n t  credits.

S e c t i o n  2 S T A T E  E M P L O Y E E S

S t a t e  a g e n c i e s  s h a l l  c o n s i d e r  t h e  p o t e n t i a l  s a v i n g s  of 
e m p l o y e e  p a r t i c i p a t i o n  in a R e t i r e m e n t  I n c e n t i v e  P r o g r a m  
(RIP) b e f o r e  l a y i n g  o f f  wo r k e r s .  E a c h  a g e n c y  h e a d  s hall 
d e s i g n a t e  g r o u p s  o f  e m p l o y e e s  (me m b e r s  o f  e i t h e r  P E R S  o r  
TRS) t h a t  are e l i g i b l e  t o  p a r t i c i p a t e  in RIP.

T h e  O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  w i l l  t h e n  a s s e s s  
w h e t h e r  p a r t i c i p a t i o n  in  t h e  R I P  p r o g r a m  w i l l  r e s u l t  in 
o v e r a l l  s a v i n g s  t o  the agency. In  o t h e r  w o r d s ,  t h e  s a v i n g s  
in p e r s o n n e l  c o s t s  m u s t  o f f s e t  t h e  c o s t s  o f  r e t i r e m e n t  
i n c e n t i v e s .

, I

E l i g i b l e  e m p l o y e e s  m u s t  be  v e s t e d  in e i t h e r  t h e  P u b l i c  
E m p l o y e e s  R e t i r e m e n t  S y s t e m  o r  t h e  T e a c h e r ' s  R e t i r e m e n t  
S y s t e m  a n d  h a v e  b e e n  c o n t i n u o u s l y  e m p l o y e d  s i n c e  J a n u a r y  1,
1986. H o w e v e r ,  a n y o n e  t h a t  w a s  l a y e d  o f f  a f t e r  D e c e m b e r  
31, 1985 m a y  p a r t i c i p a t e .

S e c t i o n  3 O T H E R  E M P L O Y E E S  I N  T H E  P U B L I C  E M P L O Y E E S  
R E T I R E M E N T  S Y S T E M

T h i s  s e c t i o n  a l l o w s  l o cal g o v e r n m e n t s  w i t h  e m p l o y e e s  in 
PERS t h e  o p t i o n  of e s t a b l i s h i n g  a s i m i l a r  p r ogram.

S e c t i o n  4 O T H E R  E M P L O Y E E S  I N  T H E  T E A C H E R ' S  R E T I R E M E N T  
S Y S T E M

T h i s  s e c t i o n  a l l o w s  l o cal s c h o o l  d i s t r i c t s  w i t h  e m p l o y e e s  
in T R S  t h e  o p t i o n  o f  e s t a b l i s h i n g  a s i m i l a r  p r o g r a m .

S e c t i o n  5 P R O G R A M  R E Q U I R E M E N T S

A p p l i c a t i o n s  f o r  p a r t i c i p a t i o n  in R I P  w i l l  be a c c e p t e d  if 
a v e s t e d  e m p l o y e e  (by a d d i n g  t h e  3 a d d i t i o n a l  years)



q u a l i f i e s  t o  r e t i r e  on o r  b e f o r e  t h e  f o l l o w i n g  dates:

1) O c t o b e r  1, 1987 for s t a t e  e m p l o y e e s ;

2) J a n u a r y  1, 1988 for U n i v e r s i t y  o f  A l a s k a  
e m p l o y e e s ;

3) A p r i l  1, 1988 for l o c a l  g o v e r n m e n t  e m p l o y e e s  a n d  
c l a s s i f i e d  s c h o o l  d i s t r i c t  e m p l o y e e s ;

4) J u l y  1, 1988 f o r  teach e r s .

S t a t e  a g e n c i e s  s h a l l  r e i m b u r s e  t h e  r e t i r e m e n t  s y s t e m  f o r  
t h e  c o s t s  o f  e a c h  e m p l o y e e  p a r t i c i p a t i n g  i n  RIP. T h e  
a m o u n t  is d e t e r m i n e d  b y  t h e  d i f f e r e n c e  b e t w e e n  w h a t  t h e  
m e m b e r  r e c e i v e s  a f t e r  t h e  R I P  b e n e f i t  o v e r  w h a t  h e  o r  s h e  
w o u l d  h a v e  r e c e i v e d  w i t h o u t  t h e  p r o g r a m  l e s s  t h e  a d d i t i o n a l  
e m p l o y e e  c o n t r i b u t i o n  m a n d a t e d  i n  t h i s  bill.

E a c h  a g e n c y  s h a l l  p a y  a n  a p p r o p r i a t e  s h a r e  of t h e  
a d m i n i s t r a t i v e  c o s t s  o f  t h e  p r ogram.

E m p l o y e e s  t a k i n g  a d v a n t a g e  of t h e  R e t i r e m e n t  I n c e n t i v e  
P r o g r a m  s h a l l  r e c e i v e  t h r e e  y e a r s  r e t i r e m e n t  c r e d i t  to  be 
a p p l i e d  i n  t h e  f o l l o w i n g  order:

1) t o  r e d u c e  a g e  o r  s e r v i c e  r e q u i r e d  f o r  e l i g i b i l i t y  
f or n o r m a l  r e t i r e m e n t  c u r r e n t l y  a t  55 or e a r l y  
r e t i r e m e n t  w h i c h  is c u r r e n t l y  a t  50;

2) t o  i n c r e a s e  t h e  r e t i r e m e n t  b e n e f i t  o f  t h e  e m p l o y e e
t o  l e s s e n  t h e  i m p a c t  of e a r l y  r e t i r e m e n t ;

3) as y e a r s  of c r e d i t e d  s e r v i c e  f o r  c a l c u l a t i n g  the
r e t i r e m e n t  b e n e f i t ;

4) o r  a c o m b i n a t i o n  of all of t h e  above.

E m p l o y e e s  t a k i n g  a d v a n t a g e  of R I P  a r e  r e q u i r e d  t o  
c o n t r i b u t e  t o  t h e  c o s t  b y  p a y i n g  t h e  r e t i r e m e n t  s y s t e m  3 
t i m e s  t h e i r  r e t i r e m e n t  c o n t r i b u t i o n  r a t e  t i m e s  t h e i r  a n n u a l  
c o m p e n s a t i o n  rate. E m p l o y e e s  a r e  g i v e n  t h e  o p t i o n  of 
p a y i n g  o f f  t h e  i n d e b t e d n e s s  or  t a k i n g  a n  a c t u a r i a l  
r e d u c t i o n  in  b e n e f i t s .

P e r s o n s  t h a t  t a k e  a d v a n t a g e  of R I P  a n d  t h e n  d e c i d e  to 
r e t u r n  t o  a j o b  w h i c h  e n r o l l s  t h e m  in P E R S  o r  T R S  w o u l d  
l o s e  t h e  i n c e n t i v e  c r e d i t s  p r e v i o u s l y  o b t a i n e d .  In 
a d d i t i o n ,  t h e y  w o u l d  b e  i n d e b t e d  t o  t h e  s y s t e m  i n  an a m o u n t  
e q u a l  t o  110% of w h a t  t h e y  r e c e i v e  as w e l l  a s  h e a l t h  
i n s u r a n c e  costs.

E m p l o y e e s  c o u l d  a p p l y  and b e  e l i g i b l e  f o r  t h e  R e t i r e m e n t

>v >



I n c e n t i v e  P r o g r a m  b e t w e e n  t h e  f o l l o w i n g  dates:

1) S t a t e  e m p l o y e e s ,  J u l y  1, 1986 to O c t o b e r  1, 1987;
2) U n i v e r s i t y  e m p l o y e e s ,  O c t o b e r  1, 1 9 8 6  t o  S e p t e m b e r  

30, 1987;
3) C l a s s i f i e d  s c h o o l  d i s t r i c t  e m p l o y e e s ,  J a n u a r y  1, 

1987 a n d  D e c e m b e r  31, 1987;
4) T e a c h e r s ,  A p r i l  1, 1987 a n d  M a r c h  31, 1988.

S t a t e  e m p l o y e e s  t h a t  w e r e  p r e v i o u s l y  e m p l o y e d  b y  a 
m u n i c i p a l i t y  b e f o r e  t h e y  w e r e  a p a r t  o f  P E R S  m a y  c l a i m  t h a t  
cr e dit.

S e c t i o n  6 O F F I C E  O F  M A N A G E M E N T  A N D  B U D G E T  ~

S t a t e  a g e n c i e s  s h a l l  p r o v i d e  O M B  w i t h  all t h e  n e c e s s a r y  
i n f o r m a t i o n  r e g a r d i n g  e m p l o y e e  p a r t i c i p a t i o n  in t h e  
R e t i r e m e n t  I n c e n t i v e  Program. O M B  w i l l  r e p o r t  t o  t h e  
L e g i s l a t u r e  in J a n u a r y  of  1987 a n d  1988 r e g a r d i n g  t h e  
i m p a c t  of  R I P  o n  s t a t e  o p e r a t i o n  a n d  p e r s o n n e l  costs.

S e c t i o n  7 D E F I N I T I O N S

C u r r e n t  s t a t u t e  d e f i n i t i o n s  o f  t e a c h e r s  e n r o l l e d  in T R S  a n d  
s t a t e  e m p l o y e e s  e n r o l l e d  in PE R S  a r e  u s e d  i n  t h i s  bill.

S e c t i o n  8

A n y  m e m b e r  t h a t  s u b m i t s  a t i m e l y  a p p l i c a t i o n  for 
p a r t i c i p a t i o n  in R I P  s h a l l  b e  c o n s i d e r e d  e l i g i b l e  
n o t w i t h s t a n d i n g  t h e  r e p e a l e r  d a t e  o f  A p r i l  1, 1988.

» ‘

S e c t i o n  9

T h i s  l a w  is r e p e a l e d  A p r i l  1, 1988.

S e c t i o n  10

T h i s  a c t  t a k e s  e f f e c t  i m m e d iately.
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Original sponsors: Duncan, M.M.Miller,
Gruenberg, et al

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 382 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act creating a retirement incentive program for

members of the Public Employees' Retirement System 

and the Teachers' Retirement System; and providing 

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. Since it is necessary for state agencies and may 

be necessary for other employers who participate in the state retirement 

systems to recuce their personal services costs because of declining state 

revenue, a program encouraging employees to retire voluntarily may reduce 

the hardship of layoffs. This program is intended to realize sufficient 

economies to offset the cost of administration and benefits to state agen­

cies and other employers resulting from the award of retirement credits and 

to result in a net reduction in personal services costs to the state or 

other employer during a period of declining revenue.

* Sec. 2. STA1S EMPLOYEES. (a) Before a state agency lays off employ­

ees, the executive head of the agency shall consider the potential savings 

in personal services costs from the agency's participation in the retire­

ment incentive program. The agency head may designate organizational units 

composed of members of the Public Employees' Retirement System or the 

Teachers' Retirement System who are eligible to participate in the retire­

ment incentive program. The administrator shall approve a designated 

organizational unit if the Office of Management and Budget certifies that 

participation in the program by the unit will result in a savings to the 

agency in personal services costs and that the designation only includes

-1-
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representatives from job classifications whose inclusion contributes to the 

overall cost savings.

(b) A vested member who is a state employee in the Public Employees' 

Retirement System and who is in a designated organizational unit on the 

date the agency head designates the unit and who has been continuously 

employed by the state since January 1, 1986, is eligible to participate in 

the retirement incentive program. A vested member who is a state employee 

in the Teachers' Retirement System and who is in-.-.a designated organization­

al unit on the date the agency head designates the unit and who has been 

continuously employed by the state since January 1, 1986, is eligible to 

participate in the retirement incentive orocram.

(c) Notwirhstancing (b) of this se c tio n ana sec. 5(e) of this Act, a 

member who was laid off from state employment a l te r December 31, 1985, and 

who meets the other requirements of this Act is eiisible to participate in 

the program even if the member has not been continuously employed by the 

state since January 1, 1986.

* Sec. 3. OTHER EMPLOYEES IN THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM. 

The governing body of a municipality, other political subdivision of the 

state, or public organization that has elected to participate in the Public 

Employees' Retirement System under AS 39.35.550 - 39.35.650 may adopt a 

resolution designating organizational units in the municipality, political 

subdivision, or organization and establishing requirements for employees 

who are eligible to participate in the retirement incentive program. The 

administrator shall approve the designation after receiving a certified 

copy of the resolution if the employer meets the requirements of this Act. 

A vested member of the Public Employees' Retirement System who meets the 

requirements established by the resolution is eligible to participate in 

the retirement incentive program.

* Sec. 4. OTHER EMPLOYEES IN THE TEACHERS' RETIREMENT SYSTEM. A school
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board or other employer under the Teachers' Retirement System may designate 

organizational units and establish requirements for employees who are 

eligible to participate in the retirement incentive program. The employer 

shall notify the administrator of the designation and the administrator 

shall approve it if the employer meets the requirements of this Act. A 

vested member of the Teachers' Retirement System who meets the requirements 

of the designation is eligible to participate in the retirement incentive 

program. -=.

* Sec. 5. PROGRAM REQUIREMENTS. (a) The administrator shall accept 

the application of an eligible vested member if

< i' the member will be qualified to retire under AS 14.25.110 or 

AS 39.35.370 after receipt of the retirement incentive and will be appoint­

ed to retirement on or before

{ A) October 1, 1987, if the member is an employee of the

state other than the University of Alaska;

(El January 1, 1988, if the member is an employee of the

University of Alaska;

(C) April 1, 1 988, for all other members of the Public

Employees' Retirement System;

(D) July 1, 198S, for all other members of the Teachers' 

Retirement System; and

(2) the member's agency or the employer under AS 14.25 or

AS 39.35.550 - 39.35.650 has signed a reimbursement agreement that

(A) requires the agency or employer to reimburse the system

for each member who is retired within three years after the end of the 

fiscal year in which the member is appointed to retirement in an 

amount equal to

(i) the actuarial equivalent of the difference between

the benefits the member receives aftei the addition of the

-3-
i mfst!
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retirement incentive under this section and the amount the member 

would have received without the incentive less the amount the 

participant has paid on the indebtedness determined under (c) of 

this section; and

(ii) an appropriate share of the administrative costs 

of the program; and

(B) provides that contributions from the agency or employer 

to the system under this section take priority over other obligations

of the agency or employer to the maximum extent permitted by law.

(b) A participant in the retirement incentive program receives a 

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

order

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

normal retirement or the age required for eligibility for early retirement 

under AS 14.25.110, AS 39.35.370, or 39.35.385;

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

/ 9 f c -
tirement;

& r  ybhe. '*<■* — J**'?- /J / P f C

(3) as years of credited service^ for calculating retirement 

benefits; or

(4) a combination of (1) - (3) of this subsection.

(c) A participant in the retirement incentive program is indebted to 

the system. For a member in the Public Employees' Retirement System, the 

amount of the indebtedness is 15 percent for a peace officer or fireman, or 

12 and three-quarters percent for other members, of the member's actual 

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

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

terminates employment to participate in the program. For a member in the 

Teachers' Retirement System, the amount of indebtedness is 21 percent of 

the member's actual compensation for the school year, or the calculated

SCS CSH3 382(Fin) i a -4-
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school year compensation for a member who works less than the entire school 

year, for the school year in which the member terminates employment to 

participate in the program. An outstanding indebtedness at the time a p a r­

ticipant is appointed to retirement shall necessitate an actuarial adjust­

ment to the benefits payable.

(d) If a participant in the retirement incentive program is reem­

ployed as a member of the Public Employees' Retirement System under AS 39.- 

35 or the Teachers' Retirement System under AS 14.25 after appointment to 

retirement under the program, the participant loses the incentive credit 

received under (b) of this section and is indebted to the system. The 

amount of the indebtedness is equal to 110 percent of the amount the p a r­

ticipant received as a result of participation in the program for which the 

participant was r.oc otnerwise entitled, including the cost of health insur­

ance. The participant is entitled to a credit co be applied against the 

reemployment indebtedness in the amount the participant has paid under (c) 

of this section. Interest accrues on the indebtedness at the rate estab­

lished by regulation from the date of reemployment until the member is 

appointed to retirement and accepts an actuarial adjustment to the member's ■ 

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

(e) A member who wishes to participate shall apply on a form provided '

I
by the administrator. A member may not apply for participation in the 

retirement incentive program unless the member is employed in a position in 

a designated organizational unit. A state employee other than an employee 

of the University of Alaska may apply for participation in the program 

until June 30, 1987. An employee of the University of Alaska may apply for 

participation in the program between October 1, 1986, and September 30,

1987. Other members of the Public Employees' Retirement System may apply 

for participation in the program between January 1, 1987, and December 31,

1987. Other members of the Teachers' Retirement System may apply for

-5- SCS CSHBV \
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participation in the program between April 1, 1987, and March 31, 1988.

(f) Notwithstanding other provision of law, a vested member who is a 

state employee may receive credit for municipal employment before the 

municipality became an employer under the system for purposes of determin­

ing eligibility for retirement under AS 1 A.25.110 or AS 39.35.370. The 

member may not receive credit under this subsection for those years for 

purposes of determining benefits./]

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

under an " reement entered under (a)(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 delinquency.

* Sec. 6. OFFICE OF MANAGEMENT AND BUDGET. (a) When designating an 

organizational unit for participation in the retirement incentive program, 

the executive head of a state agency shall provide the Office of Management 

and Budget with information that describes with particularity the expected 

effect of participation in the program on the agency's personal services 

cost and operation by employees in the unit.

(b) A state agency that is participating in the retirement incentive 

program shall report as required by the Office of Management and Budget on 

the cost of each member's participation and the effect on the agency's 

personal services cost and operation.

(c) The Office of Management and Budget shall report to the legisla­

ture in January 1 987 and 1 988 on the affect of the retirement incentive 

program on state operation and personal sirvices costs.

* Sec. 7. DEFINITIONS. The definitions set out in AS 14.25.220 apply 

to this Act for members of the Teachers' Retirement System. The

SCS CSHB 3 8 2 (Fin) -6- 2
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definitions set out in AS 39.35.680 apply to this Act for members of 1 

Public Employees' Retirement System.

* Sec. 8. A member who is eligible under secs. 2 - 5 of this Act ; 

who has submitted a timely application for participation in the retirem* 

incentive program may be considered for participation in the program n< 

withstanding sec. 9 of this Act.

* Sec. 9. Sections 1 - 7 of this Act are repealed July 1, 1988.

* Sec. 10. This Act takes effect immediately-_in accordance with AS 0" 

10.070(c).
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4-19-86

PROPOSED AMENDMENT TO SCS CSHB-382 (FINANCE) BY K E R TTULA

Page 4, after line 20, add a re v subsection to read:

" (C) Only service credit for employmen t rendered to an 
employer under AS 14.25 or AS 39.35 may be used to 
qualify a participant for r etire m e n t  under the 
retirement incentive program."



Public Employees Retirement System
Teachers ' R e tirem en t S y s tem  

Ju d ic ia l R e tirem en t S y s tem  
E le c ted  P ub lic  O t lic c rs  R e tirem en t S ys tem  

N a tion a l G uard  R e tirem en t S y s tem  
T e rrito ria l R e tirem en t S y s tem

H e in ou s V o lu n ta ry  D en ta l V is ion  Aud io P lan

DIVISION OF RETIREM ENT & BEN EFITS
DEPARTMENT OF ADMINISTRATION Su pp lem en ta l D cnet.ts  S y s tem  

G rou p  H ca itn /L ife  In su ra n c e  B en e fits  
D e fe rre d  C om p en sa tio n  P lan

PLEASE REPLY TO:
P u b lic  E m p lo ye rs  S o c ’ a l S e c u rity  C on trib u tion s

( /  POUCH CR (MS 0203) 
JUNEAU. ALASKA 99811 
PHONE (907)465-4460

□ 2600 DENALI ST. SUITE 401 
ANCHORAGE. ALASKA 99503 
PHONE (907) 277-7504

April 17, 1986

B ill Sheffie ld , Governor

The H o n o r a b l e  Ja y  Kerttula a <q «R\

A l a s k a  S tate L e g i s l a t u r e  1 ° ”

P.O. Box V 

Juneau, A K  99811

D e a r  S e n a t o r  Kerttula:

At the S e n a t e  Finan c e  Co m m i t t e e  hearing on House Bill 382 on April 14, 

1986, y o u  e x p r e s s e d  concern that memb e r s  of the r e tirement systems could 

q u a l i f y  fo r  r e t i r e m e n t  u nder the bill by using cr ed i t  for service not 

a c t u a l l y  r e n d er e d  in the systems, e.g., m i l i t a r y  service, outside 

t e a ching, etc. Beca us e  the bill a l r e a d y  provides t hat members must be 

vested, the o n l y  w a y  a m e m b e r  c ould use such serv i c e to m e e t  the 

r e q u i r e m e n t s  for r e t ir e m e n t  u n d e r  the bill wo u l d  be in the instance of 

s e r v i c e  ret i r e m e n t s ("30 and out" in the PERS and "25 and out" and the "20 

a nd o u t "with c o m b i n e d  m e m b e r s h i p  and A l a s k a  BIA service in the TRS). The 

f o l l o w i n g  a m e n d m e n t  w o u l d  p r e c l u d e  tha t  fro m  happening.

D r a f t  SCS CSHB 382 (Finance) Page 4, a f t e r  line 17, add  a ne w  subsection 

to read:

"(C) O nly service cre d i t  f o r  e m pl o y m e n t  rendered to an employer 

u n d e r AS 14.25 or AS 39.35 m a y  be used to q u a l i f y  a partic i p an t  

f o r  r e ti r e m e n t  u nd e r  the r e t i r e m e n t inc e n t iv e  program."

T h e  di v i s i o n  w o u l d  have no o b j e c t io n  to this amendment. If y o u  have o t h e r  

c o n c er n s  a b o u t  th e bill, I will be happy to wor k  w i t h  y o u  on them.

J K H / J A L / c a m / 4

cc: T h e  H o n o r a b l e  Jan Faiks

Ch a i r p e r s o n ,  Senate Finance C o m mi t t e e  

A l a s k a  State Le g i s l a t ur e

T he Ho n o r a b l e  J i m  Duncan

R e p r e s e n t a t i v e

Al a s k a  State Le g i s l at u r e

Mike M c M u l le n ,  Special A s s is t a n t  

D e p a r t m e n t  of A d m i n i s t r a t i o n

S i ncerely

02-B4LH Nole: Please Include Your Social Secunly Number In All Correspondence S Requests Concerning Your Benefits.
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Original sponsors: Duncan, M.M.Miller,
Gruenberg, et al

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 382 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act creating a retirement incentive program for

members of the Public Employees' Retirement System 

and the Teachers' Retirement System; and providing 

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. Since it is necessary for state agencies and may 

be necessary for other employers who participate in the state retirement 

systems to reduce their personal services costs because of declining state 

revenue, a program encouraging employees to retire voluntarily may reduce 

the hardship of layoffs. This program is intended to realize sufficient

economies to offset the cost of administration and benefits to state

agencies and other employers resulting from the award of retirement credits 

and to result in a net reduction in personal services costs to the state or 

other employer during a period of declining revenue.

* Sec. 2. STATE EMPLOYEES, (a) Before a state agency lays off employ­

ees, the executive head of the agency shall consider the potential savings 

in personal services costs from the agency's participation in the retire­

ment incentive program. The agency head may designate organizational units 

composed of members of the Public Employees' Retirement System or the 

Teachers' Retirement System who are eligible to participate in the retire­

ment incentive program. The administrator shall approve a designated 

organizational unit if the Office of Management and Budget certifies that 

participation in the program by the unit will result in a savings to the 

agency in personal services costs and that the designation only includes

-1- SCS CSHB 3 8 2 (Fin)
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M.M.Miller, 
:g, et al

BY THE FINANCE COMMITTEE 

CS FOR HOUSE BILL NO. 382 (Finance)

3ISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act creating a retirement incentive program for

members of the Public Employees' Retirement System 

and the Teachers' Retirement System; and providing 

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. Since it is necessary for state agencies and may 

be necessary for other employers who participate in the state retirement 

systems to reduce their personal services costs because of declining state 

revenue, a program encouraging employees to retire voluntarily may reduce 

the hardship of layoffs. This program is intended to realize sufficient 

economies to offset the cost of administration and benefits to state 

agencies and other employers resulting from the award of retirement credits 

and to result in a net reduction in personal services costs to the state or 

other employer during a period of declining revenue.

* Sec. 2. STATE EMPLOYEES. (a) Before a state agency lays off employ­

ees, the executive head of the agency shall consider the potential savings 

in personal services costs from the agency's participation in the retire­

ment incentive program. The agency head may designate organizational units 

composed of members of the Public Employees' Retirement System or the 

Teachers' Retirement System who are eligible to participate in the retire­

ment incentive program. The administrator shall approve a designated 

organizational unit if the Office of Management and Budget rtifies that 

participation in the program by the unit will result in a savings to the 

agency in personal services costs and that the designation only includes

-1- SCS CSHB 3 8 2 (Fin)



•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WpRK DRAFT WORK DRAFT WORK DRAFT

representatives from job classifications whose inclusion contributes to the 

overall cost savings.

(b) A vested member who is a state employee in the Public Employees' 

Retirement System and who is in a designated organizational unit on the 

date the agency head designates the unit and who has been continuously 

employed by the state since January 1, 1986, is eligible to participate in 

the retirement incentive program. A vested member who is a state employee 

in the Teachers' Retirement System and who is in a designated organization­

al unit on the date the agency head designates the unit and who has been 

continuously employed by the state since January 1, 1986, is eligible to 

participate in the retirement incentive program.

(c) Notwithstanding (b) of this section and sec. 5(e) of this Act, a 

member who was laid off from state employment after December 31, 1985, and 

who meets the other requirements of this Act is eligible to participate in 

the program even if the member has not been continuously employed by the 

state since January 1, 1986.

* Sec. 3. OTHER EMPLOYEES IN THE PUBLIC EMPLOYEES' RETIREMENT SYSTEM. 

The governing body of a municipality, other political subdivision of the 

state, or public organization that has elected to participate in the Public 

Employees' Retirement System under AS 39.35.550 - 39.35.650 may adopt a 

resolution designating organizational units in the municipality, political 

subdivision, or organization and establishing requirements for employees 

who are eligible to participate in the retirement incentive program. The 

administrator shall approve the designation after receiving a certified 

copy of the resolution if the employer meets the requirements of this Act. 

A vested member of the Public Employees' Retirement System who meets the 

requirements established by the resolution is eligible to participate in 

the retirement incentive program.

* Sec. 4. OTHER EMPLOYEES IN THE TEACHERS' RETIREMENT SYSTEM. A school 

SCS CSHB 3 8 2 (Fin) -2-
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board or other employer under the Teachers' Retirement System may designate 

organizational units and establish requirements for employees who are 

eligible to participate in the retirement incentive program. The employer 

shall notify the administrator of the designation and the administrator 

shall approve it if the employer meets the requirements of this Act. A

vested member of the Teachers' Retirement System who meets the requirements

of the designation is eligible to participate in the retirement incentive 

program.

* Sec. 5. PROGRAM REQUIREMENTS. (a) The administrator shall accept 

the application of an eligible vested member if

(1) the member will be qualified to retire under AS 14.25.110 or 

AS 39.35.370 after receipt of the retirement incentive and will be appoint­

ed to retirement before

(A) October 1, 1987, if the member is an employee of the

state other than the University of Alaska;

(B) January 1, 1988, if the member is an employee of the

University of Alaska;

(C) April 1, 1988, for all other members; and

(2) the member's agency or the employer under AS 14.25 or 

AS 39.35.550 - 39.35.650 has signed a reimbursement agreement that

(A) requires the agency or employer to reimburse the system 

for each member who is retired within three years after the end of the 

fiscal year in which the member is appointed to retirement in an 

amount equal to

(i) the actuarial equivalent of the difference between 

the benefits the member receives after the addition of the re­

tirement incentive under this section and the amount the member 

would have received without the incentive less the amount the 

participant has paid on the indebtedness determined under (c) of

-3- SCS CSHB 3 8 2 (Fin)
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this section; and

(ii) an appropriate share of the administrative costs

of the program; and

(B) provides that contributions from the agency or employer 

to the system under this section take priority over other obligations 

of the agency or employer to the maximum extent permitted by law.

(b) A participant in the retirement incentive program receives a

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

order

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

normal retirement or the age required for eligibility for early retirement

under AS 14.25.110, AS 39.35.370, or 39.35.385;

(2) to reduce the actuarial adjustment required for early re­

tirement ;

(3) as years of credited service for calculating retirement

benefits; or

(4) a combination of (1) - (3) of this subsection.

(c) A participant in the retirement incentive program is indebted to 

the system. For a member in the Public Employees' Retirement System, the 

amount of the indebtedness is three multiplied by the member's contribution 

rate under AS 39.35.160 and that number multiplied by the member's actual 

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

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

terminates employment to participate in the program. For a member in the 

Teachers' Retirement System, the amount of indebtedness is three multiplied 

by the member's contribution rate under AS 14.25.050 and that number multi­

plied by the member's actual compensation for the school year, or the 

calculated school year compensation for a member who works less than the 

entire school year, for the school year in which the member terminates 

SCS CSHB 3 8 2 (Fin) -4-
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employment to participate in the program. An outstanding indebtedness at 

the time a participant is appointed to retirement shall necessitate an 

actuarial adjustment to the benefits payable.

(d) If a participant in the retirement incentive program is reem­

ployed as a member of the Public Employees' Retirement System under 

AS 39.35 or the Teachers' Retirement System under AS 14.25 after appoint­

ment to retirement under the program, the participant loses the incentive 

credit received under (b) of this section 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 participation in the program for which 

the participant was not otherwise entitled, including the cost of health 

insurance. The participant is entitled to a credit to be applied against 

the reemployment indebtedness in the amount the participant has paid under

(c) of this section. Interest accrues on the indebtedness at the rate 

established by regulation from the date of reemployment until the member is 

appointed to retirement and accepts an actuarial adjustment to the member's 

future benefits or until the amount is paid in full.

(e) A member who wishes to participate shall apply on a form provided 

by the administrator. A member may not apply for participation in the 

retirement incentive program unless the member is employed in a position in 

a designated organizational unit. A state employee other than an employee 

of the University of Alaska may apply for participation in the program 

between July 1, 1986, and June 30, 1987. An employee of the University of 

Alaska may apply for participation in the program between October 1, 1986, 

and September 30, 1987. Other members of the Public Employees' Retirement 

System or the Teachers’ Retirement System may apply for participation in 

the program between January 1, 1987, and December 31, 1987.

* Sec. 6. OFFICE OF MANAGEMENT AND BUDGET. (a) When designating an 

organizational unit for participation in the retirement incentive program,

-5- SCS CSHB 3 8 2 (Fin)
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the executive head of a state agency shall provide the Office of Management 

and Budget with information that describes with particularity the expected 

effect of participation in the program on the agency's personal services 

cost and operation by employees in the unit.

(b) A state agency that is participating in the retirement incentive 

program shall report as required by the Office of Management and Budget on 

the cost of each member's participation and the effect on the agency's 

personal services cost and operation.

(c) The Office of Management and Budget shall report to the legisla­

ture in January 1987 and 1988 on the effect of the retirement incentive 

program on state operation and personal services costs.

* Sec. 7. DEFINITIONS. The definitions set out in AS 14.25.220 apply 

to this Act for members of the Teachers' Retirement System. The defi­

nitions set out in AS 39.35.680 apply to this Act for members of the Public 

Employees' Retirement System.

* Sec. 8. A member who is eligible under secs. 2 - 4 of this Act and 

who has submitted a timely application for participation in the retirement 

incentive program may be considered for participation in the program not­

withstanding sec. 9 of this Act.
j

* Sec. 9. Sections 1 - 7 of this Act are repealed April 1, 1988.

* Sec. 10. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

SCS CSHB 3 8 2 (Fin) -6-
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11 : - BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  A D M IN I S T R A T I O N  j u n e a u  m Z s k a L b i i

PHONE: '(9071 465-2200

OFFICE O F  T H E  COMMISSIONER

April 3, 1986

T h e  H o n o r a b l e  Jan Faiks 

Co- Ch a i r m a n ,  S e n a t e  Finance C o m mittee 

P.O. Box V 

Juneau, A K  99811

D e a r  M a d a m  Chairman:

Since H o u s e  Bill 382 is mo v i n g rapidly thro u g h  the l eg i s lature wit h  wide 

support and is sche d u l e d  for hearing in y o u r  c o m m i t t e e nex t  week, I would 

I’ke to provide some advance comments conce rn i n g  possible a me n d m e n t s  to 

t h e  b i l l .

As you know, there has been cons i d e r a b l e interest in the p o s s i b i l i ty  of 

including m u n i c i p a l i t i e s  and school districts in HB 382. W h i le  we do 

support HB 382 and feel that it will be a p p r o p r ia t e  to include these other 

entities in t h e  future, I w o u l d  like to point out some o f  the reasons why 

we feel s t r o n g l y  that the coverage of the bill sh o u ld  n o t  be e x t e n d ed  at 

this time.

Al t h o u g h  a c o n s i d e r a b l e  amount of staff effort has been e x pe n d e d  in an 

attempt to d e t e r m i n e  the actual impact ,of the bill, we are still in the 

process of i d e n t if y i n g  and d e v e l o p in g  remedies for the p i t falls that will 

be e n c o u n t e r e d  w h e n  the' bill becomes law and w e  m ust .administer it. 

A d m i n i s t e r i n g  the p r o g r a m  for state employees onl y  f o r  the first' y e a r  will 

a l l o w  th e  d e p a r t m e n t  and the legislature to learn f r o m  the mi s t a k e s  that 

hav e been m a d e  and then include non-state e m ployees with a p p r o priate 

a d j u s t m e n t s in the progr a m  to accomm o d a t e  them.

We know that a g reat deal of extra staff time and e f f o r t  will be required 

to a d m i n i s t e r  this prog r am  w i t h  the a p p r o xi m a t e l y  2400 e m p lo y e e s  w h o  are 

po t e n t i a l l y  e l i g i b l e  as the bill stands now. To increase that nu m b e r  of 

potential r e t irees by a fa c t o r  o f  two or three by i n cluding non-state 

emp lo y e e s  w o u l d  exceed o u r  ability to provide the n e c e s s a r y  c o u n s e l i n g  to 

i ndividuals a n d  agencies and process the r etirement documents. Even with 

the use of p r o j e c t em ployees funded by the program, additional fully 

trained s taff w o u l d  not be immediately available. A s t a m pe d e  situation 

m u s t  be a v o i d e d  w h e n  the program is still untried. The only dr a w b a c k  to 

w a i t i n g  is th e  r e l a t iv e l y  short d elay itself. By J a n u a r y 1987, at the 

time tha t  th e  Office of M a n ag e m e n t  and Bu dg e t  m ust report to the

02-89 L H
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legislature on the bill, there should be s uf f i c i e n t  e x p e r i e n c e  gained in 

the p r ogram's a d m i n i s t r a t i o n  to a llow an i nf ormed d e c i si o n  as to changes 

that should be m a d e  along w i t h  th e  i n clusion of emp l o y e r s o th e r  than the 

state e arly in th e  1987 session.

Even u n d e r  the c u r r e n t  version o f  HB 382, the D i v i s i o n  of R e t i r e m e nt  and 

Benefits will be hard pressed to p r o perly a d m i n i s t e r  the p r o g r a m  with so 

little lead time since e l ig i b l e  employees can be placed on retirement 

immediately. T h e  l i k e l i h o o d  of errors will increase s h a r p l y  in the rush 

to retire e m p l o y e e s  on time, and more than likely, s ome r e ti r e m e n t  checks 

will still be late.

In ad d i t i o n  there are several a r e n d m e n t s  we wis h  to propose. The Division 

of R e t i r e m e n t  a n d  B e n efits has received n um e r o u s  in q u i r i es  on HB 382 

regarding its i n t e rp r e t a t i o n  and a p pl i cation, w h i c h  c o n v i n ce s  me that a 

loophole and a c o n s i d e r a b l e  amo u n t  of m i s u n d e r s t a n d i n g  e x i s t  as a result 

of the curr e n t  l a n gu a g e  in the L.ll. If there is m i s u n d e r s t a n d i n g  now, 

there most c e r t a i n l y  will be onc e  the bill becomes law. Th e  problem is 

that the e x i s t i n g  language w o u l d  a l l o w  for an ag e n c y  to hel p  a "favored 

employee" q u a l i f y  f o r  the R e t i r e m e n t  I n centive P r o g r a m  (RIP) by allowing 

his or her j o b c l a s s i f i c a t i o n  to piggy - ba c k  on t h e  savings b eing realized 

by a n o t he r  cl a s s i f i c a t i o n  in the same d e s i g n a t e d  uni t  even though the 

inclusion o f  th e  " f avored e m p l o y e e ' s " job c l a s s i f i c a t i o n  does not 

contribute to the overall c o s t  savings of th e  unit. F o l l o w i n g  is proposed 

language w h i c h  should p r e cl u d e  t h a t  f r o m  h a ppening, m a x i m i z e  cost savings, 

facilitate the a d m i n i s t r a t i o n  o f  the RIP, and f u r t h e r  the stated purpose 

of the bill.

Section 2 s u bp a r a g r a p h  (a) s ho u l d  be c h a n g e d  to read:
«

"Section 2. R E T I R E M E N T  INCENTIVE PROGRAM, (a) B e f o r e  a state 

ag e n c y  lays off employees, the e x e c u t i v e  head o f  ilhe agency - 

shall c o n s i d e r  the potential savings in personal servi c e s  costs 

fro m the a g e n c y ' s  p a r t i c ip a t i o n  in the r et i r e m e n t  incentive 

program. Th e e x e c u t i v e  head o f  the ag e n c y  m a y  d e s i g n a t e  

o rganiza t i o n a l  units c o m posed o f  m e m b e r s  o f  the Public 

Employees' R e t i re m e n t  S y s t e m  or the Teachers' R e t i r e m e n t  Sy s t e m  

in the a g e n c y  e l i g i b l e  to p a r t i c i p a t e  in the retir e m e n t  

i n centive program. T h e  a d m i n i s t r a t o r  shall a p p r o v e  a d e s i g na t e d  

organiz a t i on a l  u nit if the O f f i c e  o f  M a n a g e m e n t  an d Budget 

c e r tifies that p a r t i c i p a t i o n in the p r o g r a m  by the 

organiz a t i on a l  u n i t  will result in a savings to the a g e n c y  in 

personal servi c e s  costs and that the d e s i g n a t i o n  is valid. In 

o r d e r  to be valid, a d e s i g n a t ed  organizational unit may not 

i nclude r e p r e s e n t a ti v e s  f r o m  a jo b  c l a s s i f i c a t i o n  unless t h e i r  

i n clusion c o n t r i bu t e s  to the overall c o s t  s a vings."
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To be c o n s i st e n t  w i t h  this change, the w o r d  "c l a s s i f i ca t i o n "  on lines 28 

and 29 o f  page 1 and lines 3 and 4 of page 2 should be c h a n g e d  to read 

"organizational unit".

Lines 12 through 16 on p age 2 should be chan g e d to read:

"(2) the member ' s  a g e n c y  has signed a r e i m b u r s e m e n t  agr e e m e nt  

that

(A) requi r e s  the a g e n c y  to r e imburse the sy s t e m  for each 

m e m b e r  w h o  is retir e d  w i t h i n  three y ea r s  a ft e r  the end o f  the 

fiscal y e a r  in which that m e m b e r  is a p p o i n te d  to r e t i re m e n t  in 

an amount equal to"

This change makes it c l e a r  t h a t  an ag e n cy  is e x p e c t e d to sign a single 

a g r e e m e n t  with the s y s t e m  prior to the b e g i n n i n g  of p a r t i c i p a t i o n  of each

d e s i g na t e d  unit, not an a g r e e m e n t  fo r  each e m p loyee who- retires. It also

allows the agency a full three fiscal y e a r s  to mak e  repayment.

Change the phrase "to e m p l o y m e n t  w i t h  an employer" on lines 7 and 8 of 

page 3 to "as a m e m b e r  o f  the Public Employees' Retir e m e n t  S y s t e m  u n d e r  AS 

39.35 or the Teachers' R e t i r e m e n t  Sy s t e m ' u n d e r  A S  14.25"
*  » .

This change is n e c e s s a r y  to mak e  it c l e a r  that the sirbpara^raph ,(e) 

will a pply to p a rt i c i p a n t s  in the r e tirement incentive p r o g r a m  if they 

return to e m p l o ym e n t  in e i t h e r  system.

Line 9 on page 3 sh ou l d  be c h a n ge d  to read:

"... is i n d eb t e d  to the s y s t e m  in an am o u n t  equal to 110% of 

wha t the p a r t i c i p a n t  r e c eived as a ..."

This should insure that s u f f i c i e n t  d i s i nc e n t i v e  will e x i s t  to preclude 

m o s t  employees f rom tak i n g a d v a n t a g e  of the RIP and then r e t u r n i n g to 

covered e m p l o y m e n t  at a l ater date and be no w o r s e  o f f  than if they had

t aken out a r e l a t i v e l y  lo w interest loan.
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T h a n k y o u  f o r  y o u r  co n s i de r a t i o n .  M y  staff will be h appy to prov i d e  

f u r t h e r  information or d i s cu s s  the bill at y o u r  convenience.

EA/JAL/cam/1

cc: T h e  H o norable Jim Duncan 

A l a s ka  State L e g i s l a t u r e  

P.O. Box V 

Juneau, AK 99811

Ski Olsonoski 

Deputy C o m m i s s i o n e r  

Depar t m e n t  o f  A d m i n i s t r a t i o n

J.K. Hu mphreys 

Di r e c t o r

D i v i si o n  of R e t i r e m e n t  a n d  Benefits 

D e p a rt m e n t  o f  A dm i n i s t r a t i o n

Sincerely,

E l e a n o r  Andrews 

C o m m i s s i o n e r
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IN THE SENATE BY THE FINANCE COMMITTEE

SENATE CONCURRENT RESOLUTION NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

Suspending Uniform Rules 41(b), 24(c),

and 35 of the Alaska State Legislature 

concerning House Bill No. 382.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE 0F_ALASKA:

That under Rule 54 of the Uniform Rules of the Alaska State Legisla­

ture the provisions of Rule 41(b) of the Uniform Rules and the provisions 

of Rule 24(c) and Rule 35, regarding changes to the title of a bill, are 

suspended in consideration of House Bill No. 382, relating to a retirement 

incentive program.
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PO S I T I O N  PAPER 

D raft CS HB 3 8 2  (Finance)

This bill w o u l d  establish r e tirement inc e nt i v e  p r o g r a m  to allow e l i g i bl e  

state e m p l o y e e s  to retire f rom the P u b l i c  Employees' R e tirement S y s t e m  

(PERS) o r  T e a c h e r s’ Retiremen t  S y s t e m  (TRS) (1) as early as age 47, (2) 

receive a reduction of t h e i r  e a r l y  r e t i r e m e n t  adjustment, (3) receive 

additional service cr e d i t  o r  a c o m b i n a t i o n  o f  these.

I ncentives such as these, may avoid the need for lay-offs in cert a in  

a g e ncies a n d  s erve to all e v i a t e  some of th e  trauma normally a s so c i a t e d  

w ith r eductions in force.

T here is no c o s t  to the PER S  o r  TRS s i n c e  the bill requires the a g e n c y  

p a r t i c i p a t i n g  in the p r o g r a m  to pay the additional costs of r e t i r e m e nt  

u n d e r  the p r o g r a m  and to d e m o n s t r a t e  that a savings to the state will 

result.

The D e p a r t m e n t  o f  Ad m i n i s t r a t i o n  s u p p o r t s  this bill with its guara nt e e s  

o f  fiscal responsibility.

E l e a n o r  A n d r e ws ,  Commi s s i o n e r , D e p a r t m e n t  o f  Ad m i n is t r a t i o n  Date
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1 IN T H E  H O U S E BY T H E  F I N A N C E  C O M M I T T E E  

CS FOR H O U S E  B I L L  NO. 382 (Finance) am  

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

. F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

For an A c t  entitled: "An A c t  c r e a t i n g  a r e t i r e m e n t  i n c e n t i v e  p r o g r a m  for

state e m p loyees in  the P u b l i c  E m p l oyees' R e t i r e m e n t  

S y s t e m  a n d  the Teachers' R e t i r e m e n t  System; a n d

p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

10 BE IT E N A C T E D  B Y  THE L E G I S L A T U R E  OF  T H E  S T A T E  OF ALASKA:

11 * S e c t i o n  1. PURPOSE. Since state agenc i e s  w i l l  f ind it n e c e s s a r y  to

12 r e duce t h e i r  p e r s o n a l  services costs b e c a u s e  of d e c l i n i n g  s t ate revenue, a

13 p r o g r a m  e n c o u r a g i n g  e m p l o y e e s  to r e t i r e  v o l u n t a r i l y  w o u l d  r e d u c e  t he hard-

14 ship of p o t e n t i a l  layoffs. This p r o g r a m  is i n t e n d e d  to r e a l i z e  s u f f i c i e n t  

13 economies to offset t h e  cost of a d m i n i s t r a t i o n  and b e n e f i t s  to s t ate

16 agencies r e s u l t i n g  f r o m  the award of r e t i r e m e n t  c r e dits and to r e sult in a

17 net r e d u c t i o n  in p e r s o n a l  s e r v i c e s  costs to the s t a t e  d u r i n g  a p e r i o d  of

18 d e c l i n i n g  revenue.

19 * Sec. 2. R E T I R E M E N T  I N C E N T I V E  PROGRAM. (a) The e x e c u t i v e  h e a d  of a

20 state agen c y  m a y  d e s i g n a t e  divisions, offices, units, o r  o t h e r  cla s s i f i c a -

21 tions of m e m b e r s  of the P u blic E m p l oyees' R e t i r e m e n t  S y s t e m  o r  the Teach-

22 ers' Re t i r e m e n t  S y s t e m  in t he a g e n c y  e l i g i b l e  to p a r t i c i p a t e  in the retire-

23 ment incentive program. T h e  a d m i n i s t r a t o r  shall a p p r o v e  a d e s i g n a t e d

24 c l a s s i f i c a t i o n  if the O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  c e r t i f i e s  that par-

25 t i c i p a t i o n  m  the p r o g r a m  by the c l a s s i f i c a t i o n  w i l l  r e sult in  a s a v i n g s  to

26 the a g ency in p e r s o n a l  services costs.

27 (b) A  v e s t e d  m e m b e r  in the P u b l i c  Employees' R e t i r e m e n t  S y s t e m  w ho is

28 in a d e s i g n a t e d  c l a s s i f i c a t i o n  o n  the date the a g e n c y  h e a d  d e s i g n a t e s  th e

29 c l a s s i f i c a t i o n  a nd w h o  has b e e n  c o n t i n u o u s l y  e m p l o y e d  w i t h  the state s i nce

-1- CSHB 3 8 2 ( F i n )  am



1 J a n u a r y  1, 1986, m a y  elect to p a r t i c i p a t e  in the r e t i r e m e n t  i n c entive

2 progr a m .  A  v e s t e d  m e m b e r  in the Teachers' R e t i r e m e n t  S y s t e m  w ho is i n  a

3 d e s i g n a t e d  c l a s s i f i c a t i o n  on  t he d a t e  the a g e n c y  h e a d  d e s i g n a t e s  the clas-

4 s i f i c a t i o n  a nd who has b e e n  c o n t i n u o u s l y  e m p l o y e d  by the s t a t e  s i n c e  Janu-

5 ary 1, 1986, m a y  e l ect to p a r t i c i p a t e  in t h e  r e t i r e m e n t  i n c e n t i v e  program.

6 T h e  m e m b e r  shall a p p l y  on forms p r o v i d e d  b y  the a d m i n i s t r a t o r .

7 (c) The a d m i n i s t r a t o r  s h all acce p t  t he a p p l i c a t i o n  of  a n  e l i g i b l e

8 v e s t e d  m e m b e r  if

9 (1) the m e m b e r  w ill be q u a l i f i e d  to r e t i r e  u n d e r  A S  1 4 . 2 5 . 1 1 0  or

10 AS  3 9 . 3 5.370 a f ter r e c e i p t  of the r e t i r e m e n t  i n c e n t i v e  and w i l l  b e  a p point -

11 ed to r e t i r e m e n t  b e f o r e  O c t o b e r  2, 1987; a n d

12 (2) the m e m b e r ' s  a g ency h a s  s i g n e d  a r e i m b u r s e m e n t  a g r e ement

13 that

14 (A) requires the a g e n c y  to r e i m b u r s e  the s y s t e m  w i t h i n

15 three years a f t e r  the date for e a c h  m e m b e r  w h o  is a p p o i n t e d  to retire-

16 men t  in an  a m ount e q ual to

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

18 the b e n e f i t s  the m e m b e r  r e c eives a f t e r  the a d d i t i o n  of the re-

19 tirement i n c e n t i v e  u n d e r  t his s e c t i o n  and the a m o u n t  t h e  m e m b e r

20 w o u l d  h ave r e c eived w i t h o u t  the i n c e ntive; an d

21 (ii) an  ap iropriate s h a r e  of the a d m i n i s t r a t i v e  costs

22 of the program; and

23 (B) p r o v i d e s  that c o n t r i b u t i o n s  fro m  the a g e n c y  to the

24 syst e m  u n d e r  this s e c t i o n  take p r i o r i t y  o v e r  o t h e r  o b l i g a t i o n s  of the

25 a g ency to the m a x i m u m  extent p e r m i t t e d  by law.

26 (d) A  p a r t i c i p a n t  in  the r e t i rement i n c e n t i v e  p r o g r a m  r e c e i v e s  a

27 credit of three years. T he three y e a r s  mus t  be a p p l i e d  in the f o l l o w i n g

28 o r d e r

29 (1) to reduce the age or s e r v i c e  r e q u i r e d  fo r  e l i g i b i l i t y  for

CSHB 3 8 2 ( F i n )  am -2-
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1 n o r m a l  r e t i r e m e n t  or t he age r e q u i r e d  f o r  e l i g i b i l i t y  for re t i r e m e n t  u n d e r

2 AS  14.25.110, AS 39.35.370, o r  39.35.385;

3 (2) to r e d u c e  the a c t u a r i a l  a d j u s t m e n t  r e q u i r e d  for retirement;

4 (3) as years of c r e d i t e d  s e r v i c e  for c a l c u l a t i n g  re t i r e m e n t

5 benefits; o r

6 (4) a c o m b i n a t i o n  of (1) - (3) of this subsection.

7 (e) If a p a r t i c i p a n t  i n  the r e t i r e m e n t  i n c e n t i v e  p r o g r a m  r e t urns to

8 e m p l oyment w i t h  a n  employer, the p a r t i c i p a n t  loses the i n c e n t i v e  years and

9 is i n d e b t e d  to t he s y s t e m  in the amou n t  the p a r t i c i p a n t  r e c e i v e d  as a

10 result of p a r t i c i p a t i o n  in t h e  p r o g r a m  f o r  w h i c h  the p a r t i c i p a n t  w as not

11 o t h e r w i s e  e n t i t l e d ,  i n c l u d i n g  the cost of h e a l t h  insurance. I n t e r e s t

12 a c c r u e s  on the i n d e b t e d n e s s  at the rate e s t a b l i s h e d  by r e g u l a t i o n  fro m  the

13 date o f  r e e m p l o y m e n t  u n t i l  the m e m b e r  is a p p o i n t e d  to r e t i r e m e n t  a n d  ac-

14 cepts an  a c t u a r i a l  a d j u s t m e n t  to t he m e m b e r ' s  future b e n efits o r  u n til the

15 a m ount is p a i d  in  full.

16 (f) T h e  D e p a r t m e n t  of E d u c a t i o n  is the o n l y  e m p l o y e r  u n d e r  A S  14.-

17 2 5 . 2 2 0  e l i g i b l e  to p a r t i c i p a t e  in the r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r

18 this s e c tion. A n  e m p l o y e r  u n d e r  A S  3 9 . 3 5 . 5 5 0  - 3 9 . 35.650 is n o t  e l i g i b l e

19 to p a r t i c i p a t e  in the r e t i r e m e n t  i n c e n t i v e  p r o g r a m  u n d e r  this section.

20 (g) T h e  d e f i n i t i o n s  set out i n  AS  1 4 . 2 5 . 2 2 0  a p ply to this s e c t i o n  for

21 m e m b e r s  of the T e a c hers' R e t i r e m e n t  System. T h e  d e f i n i t i o n s  set out in

22 A S  3 9 . 3 5 . 6 8 0  apply to this s e c t i o n  for m e m b e r s  of the P u b l i c  Employees'

23 R e t i r e m e n t  System.

24 * Sec. 3. O F F I C E  OF  M A N A G E M E N T  A N D  BUDGET. (a) W h e n  d e s i g n a t i n g  a

25 c l a s s i f i c a t i o n  f o r  p a r t i c i p a t i o n  i n  the r e t i r e m e n t  i n c e n t i v e  p r o g r a m ,  the

26 e x e c u t i v e  h e a d  of a s t a t e  a g e n c y  s h all p r o v i d e  the O f f i c e  of M a n a g e m e n t  and

27 Budg e t  with i n f o r m a t i o n  that d e s c r i b e s  w i t h  p a r t i c u l a r i t y  t h e  e x p e c t e d

28 effect of p a r t i c i p a t i o n  in th e  p r o g r a m  o n  the agency's p e r s o n a l  s e r v i c e s

29 cost a n d  o p e r a t i o n  by e m p l o y e e s  in the c l a s s i f i c a t i o n .

- 3 -  CSHB 3 8 2 ( F i n )  am
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(b) A  s t a t e  a g e n c y  t hat 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 n t i v e

p r o g r a m  s h a l l  r e port as r e q u i r e d  by t h e  O f f i c e  of M a n a g e m e n t  and P-.dget on

the cost of  e a c h  m e m b e r ' s  p a r t i c i p a t i o n  a nd the e f f e c t  o n  the a g e ncy's 

p e r s o n a l  s e r v i c e s  cost and operation.

(c) The O f f i c e  of M a n a g e m e n t  a n d  B u d g e t  s h a l l  r e p o r t  to the l e g i s l a­

ture in J a n u a r y  1987 and 1988 o n  the effe c t  of the r e t i r e m e n t  i n c e n t i v e

p r o g r a m  o n  s t ate o p e r a t i o n  and p e r s o n a l  s e r vices costs.

*  Sec. 4. A  m e m b e r  w h o  is e l i g i b l e  u n d e r  sec. 2 of this A c t  a n d  who has 

s u b m i t t e d  an  a p p l i c a t i o n  f o r  p a r t i c i p a t i o n  in t he r e t i r e m e n t  i n c e n t i v e

p r o g r a m  b e f o r e  J uly 1, 1987, m a y  be c o n s i d e r e d  f jt p a r t i c i p a t i o n  in the 

p r o g r a m  n o t w i t h s t a n d i n g  sec. 5 o f  this Act.

*  Sec. 5. S e c t i o n s  1 a n d  2 o f  this Act a re r e p e a l e d  J uly 1, 1987.

*  Sec. 6. S e c t i o n  3 of thic A ct is r e p e a l e d  F e b r u a r y  1, 1988.

*  Sec. 7. This A c t  takes e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 01.-

10.070(c).

*
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